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DEFICIT REDUCTION AND BALANCED BUDGET



To the Congress of the United States:

I hereby submit to the Congress a plan to achieve a balanced
budget not later than the fiscal year 2002 as certified by the Con-
gressional Budget Office on January 6, 1996. This plan has been
prepared by Senator Daschle and if passed in its current form by
the Congress, | would sign it into law.

WiLLiam J. CLINTON.
THE WHITE HousE, January 6, 1996.
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A BILL To provide for deficit reduction and achieve a balanced budget by fiscal year
2002
Be it enacted in the Senate and the House of Representatives of
the United States of America in Congress assembled,

SECTION 1. SHORT TITLE.
This Act may be cited as the “Balanced Budget Act of 1995 for
Economic Growth and Fairness”.

SEC. 2. TABLE OF CONTENTS.

This Act is organized into titles as follows:
Title I—Banking, Housing, and Related Provisions
Title 11—Spectrum Allocation Provisions
Title 111—Medicaid
Title IV—Medicare
Title V—Welfare Reform
Title VI—Federal Retirement Provisions
Title VII—Veterans Provisions
Title VIII—Asset Sales, User Fees, and other Mandatory Provisions
Title IX—Revenues
Title X—Budget Enforcement

TITLE I—BANKING, HOUSING, AND
RELATED PROVISIONS

Subtitle A—Financial Institutions

SEC. 2011. SPECIAL ASSESSMENT TO CAPITALIZE SAIF.

(8) IN GENERAL.—EXxcept as provided in subsection (f), the Board
of Directors shall impose a special assessment on the SAlIF-assess-
able deposits of each insured depository at a rate applicable to all
such institutions that the Board of Directors, in its ‘sole discretion,
determines (after taking into account the adjustments described in
subsections (g) through (j)) will cause the Savings Association In-
surance Fund to achieve the designated reserve ratio on the first
business day of January 1996.

(b) FAcTOoRs To BE CoNsIDERED.—InN carrying out subsection (a),
the Board of Directors shall base its determination on—

(1) the monthly Savings Association Insurance Fund balance
most recently calculated,;

(2) data on insured deposits reported in the most recent re-
ports of condition filed not later than 70 days before the date
of enactment of this Act by insured depository institutions; and

(3) any other factors that the Board of Directors deems ap-
propriate.

(c) DATE oF DETERMINATION.—For purposes of subsection (a), the
amount of the SAIF-assessable deposits of an insured depository in-
stitution shall be determined as of March 31, 1995.

@)
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(d) DATE PAYMENT DUE.—The special assessment imposed under
this section shall be—

(1) due on the first business day of January 1996; and

(2) paid to the Corporation on the later of—

(A) the first business day of January 1996; or

(B) such other date as the Corporation shall prescribe,
but not later than 60 days after the date of enactment of
this Act.

(e) AssessMENT DeposITED IN SAIF.—Notwithstanding any other
provisions of law, the proceeds of the special assessment imposed
under this section shall be deposited in the Savings Association In-
surance Fund.

(f) EXEMPTIONS FOR CERTAIN INSTITUTIONS.—

(1) EXEMPTION FOR WEAK INSTITUTIONS.—The Board of Direc-
tors may, by order, in its sole discretion, exempt any insured
depository institution that the Board of Directors determines to
be weak, from paying the special assessment imposed under
this section if the Board of Directors determines that the ex-
emption would reduce risk to the Savings Association Insur-
ance Fund.

(2) GuiDELINES REQUIRED.—Not later than 30 days after the
date of enactment of this Act, the Board of Directors shall pre-
scribe guidelines setting forth the criteria that the Board of Di-
rectors will use in exempting institutions under paragraph (1).
Such guidelines shall be published in the Federal Register.

(3) EXEMPTION FOR CERTAIN NEWLY CHARTERED AND OTHER
DEFINED INSTITUTIONS.—

(A) IN GENERAL.—InN addition to the institutions exempt-
ed from paying the special assessment under paragraph
(1), the Board of Directors shall exempt any insured depos-
itory institution from payment of the special assessment if
the institution—

(i) was in existence on October 1, 1995, and held no
SAlF-assessable deposits prior to January 1, 1993;
(i) is a Federal savings bank which—

(1) was established de novo in April 1994 in
order to acquire the deposits of a savings associa-
tion which was in default or in danger of default;
and

(I1) received minority interim capital assistance
from the Resolution Trust Corporation under sec-
tion 21A(w) of the Federal Home Loan Bank Act
in connection with the acquisition of any such sav-
ings association; or

(iii) is a savings association, the deposits of which
are insured by the Savings Association Insurance
Fund, which—

() prior to January 1, 1987, was chartered as a
Federal savings bank insured by the Federal Sav-
ings and Loan Insurance Corporation for the pur-
pose of acquiring all or substantially all of the as-
sets and assuming all or substantially all of the
deposit liabilities of a national bank in a trans-
action consummated after July 1, 1986; and
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(I1) as of the date of that transaction, had assets
of less than $150,000,000.

(B) DerINITION.—For purposes of this paragraph, an in-
stitution shall be deemed to have held SAIF-assessable de-
posits prior to January 1, 1993, if—

(i) it directly held SAIF-assessable insured deposits
prior to that date; or

(i) it succeeded to, acquired, purchased, or other-
wise holds any SAIF-assessable deposits as of the date
of enactment of this Act that were SAlF-assessable de-
posits prior to January 1, 1993.

(4) EXEMPT INSTITUTIONS REQUIRED TO PAY ASSESSMENTS AT
FORMER RATES.—

(A) PAYMENTS TO SAIF AND DIF.—AnNy insured depository
institution that the Board of Directors exempts under this
subsection from paying the special assessment imposed
under this section shall pay semiannual assessments—

(i) during calendar years 1996 and 1997, into the
Savings Association Insurance Fund, based on SAIF-
assessable deposits of that institution, at assessment
rates calculated under the schedule in effect for Sav-
ings Association Insurance Fund members on June 30,
1995; and

(i1) during calendar years 1998 and 1999—

(1) into the Deposit Insurance Fund, based on
SAlF-assessable deposits of that institution as of
December 31, 1997, at assessment rates calculated
under the schedule in effect for Savings Associa-
tion Insurance Fund members on June 30, 1995;
or

(I1) in accordance with clause (i), if the Bank In-
surance Fund and the Savings Association Insur-
ance Fund are not merged into the Deposit Insur-
ance Fund.

(B) OPTIONAL PRO RATA PAYMENT OF SPECIAL ASSESS-
MENT.—This paragraph shall not apply with respect to any
insured depository institution (or successor insured deposi-
tory institution) that has paid, during any calendar year
from 1997 through 1999, upon such terms as the Corpora-
tion may announce, an amount equal to the product of—

(i) 12.5 percent of the special assessment that the
institution would have been required to pay under
subsection (a), if the Board of Directors had not ex-
empted the institution; and

(i) the number of full semiannual periods remaining
between the date of the payment and December 31,
1999.

(g) SPECIAL ELECTION FOR CERTAIN INSTITUTIONS FACING HARD-
SHIP AS A RESULT OF THE SPECIAL ASSESSMENT.—
(1) ELECTION AUTHORIZED.—If—

(A) an insured depository institution, or any depository
institution holding company which, directly or indirectly,
controls such institution, is subject to terms or covenants
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in any debt obligation or preferred stock outstanding on
September 13, 1995; and

(B) the payment of the special assessment under sub-
section (a) would pose a significant risk of causing such de-
pository institution or holding company to default or vio-
late any such term or covenant,

the depository institution may elect, with the approval of the
Corporation, to pay such special assessment in accordance with
paragraphs (2) and (3) in lieu of paying such assessment in the
manner required under subsection (a).

(2) 1sT ASSeESSMENT.—AN insured depository institution
which makes an election under paragraph (1) shall pay an as-
sessment of 50 percent of the amount of the special assessment
that would otherwise apply under subsection (a), by the date
on which such special assessment is otherwise due under sub-
section (d).

(3) 2D AssesSMENT.—AnN insured depository institution which
makes an election under paragraph (1) shall pay a 2d assess-
ment, by the date established by the Board of Directors in ac-
cordance with paragraph (4), in an amount equal to the prod-
uct of 51 percent of the rate determined by the Board of Direc-
tors under subsection (a) for determining the amount of the
special assessment and the SAlF-assessable deposits of the in-
stitution on March 31, 1996, or such other date in calendar
year 1996 as the Board of Directors determines to be appro-
priate.

(4) DUE DATE OF 2D ASSESSMENT.—The date established by
the Board of Directors for the payment of the assessment
under paragraph (3) by a depository institution shall be the
earliest practicable date which the Board of Directors deter-
mines to be appropriate, which is at least 15 days after the
date used by the Board of Directors under paragraph (3).

(5) SUPPLEMENTAL SPECIAL ASSESSMENT.—AN insured deposi-
tory institution which makes an election under paragraph (1)
shall pay a supplemental special assessment, at the same time
the payment under paragraph (3) is made, in an amount equal
to the product of—

(A) 50 percent of the rate determined by the Board of Di-
rectors under subsection (a) for determining the amount of
the special assessment; and

(B) 95 percent of the amount by which the SAIF-assess-
able deposits used by the Board of Directors for determin-
ing the amount of the 1st assessment under paragraph (2)
exceeds, if any, the SAlF-assessable deposits used by the
Board for determining the amount of the 2d assessment
under paragraph (3).

(h) ADJUSTMENT OF SPECIAL ASSESSMENT FOR CERTAIN BANK IN-
SURANCE FUND MEMBER BANKS.—

(1) IN GeENERAL.—For purposes of computing the special as-
sessment imposed under this section with respect to a Bank
Insurance Fund member bank, the amount of any deposits of
any insured depository institution which section 5(d)(3) of the
Federal Deposit Insurance Act treats as insured by the Savings
Association Insurance Fund shall be reduced by 20 percent—
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(A) if the adjusted attributable deposit amount of the
Bank Insurance Fund member bank is less than 50 per-
cent of the total domestic deposits of that member bank as
of June 30, 1995; or

(B) if, as of June 30, 1995, the Bank Insurance Fund
member—

(i) had an adjusted attributable deposit amount
equal to less than 75 percent of the total assessable
deposits of that member bank;

(i) had total assessable deposits greater than
$5,000,000,000; and

(iii) was owned or controlled by a bank holding com-
pany that owned or controlled insured depository insti-
tutions having an aggregate amount of deposits in-
sured or treated as insured by the Bank Insurance
Fund greater than the aggregate amount of deposits
insured or treated as insured by the Savings Associa-
tion Insurance Fund.

(2) ADJUSTED ATTRIBUTABLE DEPOSIT AMOUNT.—FOr purposes
of this subsection, the “adjusted attributable deposit amount;
shall be determined in accordance with section 5(d)(3)(C) of the
Federal Deposit Insurance Act.

(i) ADJUSTMENT TO THE ADJUSTED ATTRIBUTABLE DEPOSIT
AMOUNT FOR CERTAIN BANK INSURANCE FUND MEMBER BANKS.—
Section 5(d)(3) of the Federal Deposit Insurance Act (12 U.S.C.
1815(d)(3)) is amended—

(1) in subparagraph (C), by striking “The adjusted attrib-
utable deposit amount” and inserting “Except as provided in
subparagraph (K), the adjusted attributable deposit amount”;
and

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

“(K) ADJUSTMENT OF ADJUSTED ATTRIBUTABLE DEPOSIT
AMOUNT.—The amount determined under subparagraph
(C)(i) for deposits acquired by March 31, 1995, shall be re-
duced by 20 percent for purposes of computing the ad-
justed attributable deposit amount for the payment of any
assessment for any semiannual period after December 31,
1995 (other than the special assessment imposed under
section 2011(a) of the Balanced Budget Act of 1995), for a
Bank Insurance Fund member bank that, as of June 30,
1995—

“(i) had an adjusted attributable deposit amount
that was less than 50 percent of the total deposits of
that member bank; or

“(ii)(1) had an adjusted attributable deposit amount
equal to less than 75 percent of the total assessable
deposits of that member bank;

“(I) had total assessable deposits greater than
$5,000,000,000; and

“(111) was owned or controlled by a bank holding
company that owned or controlled insured depository
institutions having an aggregate amount of deposits
insured or treated as insured by the Bank Insurance
Fund greater than the aggregate amount of deposits
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insured or treated as insured by the Savings Associa-
tion Insurance Fund.”.
(J) ADJUSTMENT OF SPECIAL ASSESSMENT FOR CERTAIN SAVINGS

ASSOCIATIONS.—

(1) SPECIAL ASSESSMENT REDUCTION.—For purposes of com-
puting the special assessment imposed under this section, in
the case of any converted association, the amount of any depos-
its of such association which were insured by the Savings Asso-
ciation Insurance Fund as of March 31, 1995, shall be reduced
by 20 percent.

(2) CONVERTED ASSOCIATION.—For purposes of this sub-
section, the term “converted association” means—

(A) any Federal savings association—

(i) that is a member of the Savings Association In-
surance Fund and that has deposits subject to assess-
ment by that fund which did not exceed
$4,000,000,000, as of March 31, 1995; and

(i) that had been, or is a successor by merger, ac-
quisition, or otherwise to an institution that had been,
a State savings bank, the deposits of which were in-
sured by the Federal Deposit Insurance Corporation
prior to August 9, 1989, that converted to a Federal
savings association pursuant to section 5(i) of the
Home Owners Loan Act prior to January 1, 1985;

(B) a State depository institution that is a member of the
Savings Association Insurance Fund that had been a State
savings bank prior to October 15, 1982, and was a Federal
savings association on August 9, 1989;

(C) an insured bank that—

(i) was established de novo in order to acquire the
deposits of a savings association in default or in dan-
ger of default;

(i) did not open for business before acquiring the de-
posits of such savings association; and

(iii) was a Savings Association Insurance Fund
member as of the date of enactment of this Act; and

(D) an insured bank that—

(i) resulted from a savings association before Decem-
ber 19, 1991, in accordance with section 5(d)(2)(G) of
the Federal Deposit Insurance Act; and

(if) had an increase in its capital in conjunction with
the conversion in an amount equal to more than 75
percent of the capital of the institution on the day be-
fore the date of the conversion.

SEC. 2012. FINANCING CORPORATION ASSESSMENTS SHARED PRO-
PORTIONALLY BY ALL INSURED DEPOSITORY INSTITU-
TIONS.

(a) IN GENERAL.—Section 21 of the Federal Home Loan Bank Act

(12 U.S.C. 1441) is amended—

(1) in subsection (f)(2)—

(A) in the matter immediately preceding subparagraph
(A)—
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(i) by striking “Savings Association Insurance Fund
member” and inserting “insured depository institu-
tion”; and

(i) by striking “members” and inserting “institu-
tions”; and

(B) by striking “, except that—" and all that follows
through the end of the paragraph and inserting “, except
that—

“(A) the Financing Corporation shall have first priority
to make the assessment; and

“(B) no limitation under clause (i) or (iii) of section
7(b)(2)(A) of the Federal Deposit Insurance Act shall apply
for purposes of this paragraph.”; and

(2) in subsection (k)—

(A) by striking “section—" and inserting “section, the fol-
lowing definitions shall apply:”;

(B) by striking paragraph (1);

(C) by redesignating paragraphs (2) and (3) as para-
graphs (1) and (2), respectively; and

(D) by adding at the end the following new paragraph:

“(3) INSURED DEPOSITORY INSTITUTION.—The term ‘insured
depository institution’ has the same meaning as in section 3 of
the Federal Deposit Insurance Act.”.

(b) CoNFORMING AMENDMENT.—Section 7(b)(2) of the Federal De-
posit Insurance Act (12 U.S.C. 1817(b)(2)) is amended by striking
subparagraph (D).

(c) EFFecTiIVE DATE.—This section and the amendments made by
this section shall become effective on January 1, 1996.

SEC. 2013. MERGER OF BIF AND SAIF.
(&) IN GENERAL.—

(1) MERGER.—The Bank Insurance Fund and the Savings As-
sociation Insurance Fund shall be merged into the Deposit In-
surance Fund established by section 11(a)(4) of the Federal De-
posit Insurance Act, as amended by this section.

(2) DISPOSITION OF ASSETS AND LIABILITIES.—AIl assets and
liabilities of the Bank Insurance Fund and the Savings Asso-
ciation Insurance Fund shall be transferred to the Deposit In-
surance Fund.

(3) No serpARATE EXISTENCE.—The separate existence of the
Bank Insurance Fund and the Savings Association Insurance
Fund shall cease.

(b) SPECIAL RESERVE OF THE DEPOSIT INSURANCE FUND.—

(1) IN ceNerRaL.—Immediately before the merger of the Bank
Insurance Fund and the Savings Association Insurance Fund,
if the reserve ratio of the Savings Association Insurance Fund
exceeds the designated reserve ratio, the amount by which that
reserve ratio exceeds the designated reserve ratio shall be
placed in the Special Reserve of the Deposit Insurance Fund,
established under section 11(a)(5) of the Federal Deposit Insur-
ance Act, as amended by this section.

(2) DerFINnITION.—FoOr purposes of this subsection, the term
“reserve ratio” means the ratio of the net worth of the Savings
Association Insurance Fund to aggregate estimated insured de-
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posits held in all Savings Association Insurance Fund mem-
bers.

(c) EFFECTIVE DATE.—This section and the amendments made by
this section shall become effective on January 1, 1998, if no insured
depository institution is a savings association on that date.

(d) TECHNICAL AND CONFORMING AMENDMENTS.—

(1) DEPOSIT INSURANCE FUND.—Section 11(a)(4) of the Fed-
eral Deposit Insurance Act (12 U.S.C. 1821(a)(4)) is amended—
(A) by redesignating subparagraph (B) as subparagraph

(B) by striking subparagraph (A) and inserting the fol-
lowing:

“(A) EsTtAaBLISHMENT.—There is established the Deposit
Insurance Fund, which the Corporation shall—

“(i) maintain and administer;

“(ii) use to carry out its insurance purposes in the
manner provided by this subsection; and

“(iii) invest in accordance with section 13(a).

“(B) Uses.—The Deposit Insurance Fund shall be avail-
able to the Corporation for use with respect to Deposit In-
surance Fund members.”; and

(C) by striking “(4) GENERAL PROVISIONS RELATING TO
FUNDs.—" and inserting the following:

“(4) ESTABLISHMENT OF THE DEPOSIT INSURANCE FUND.—",

(2) OTHER REFERENCES.—Section 11(a)(4)(C) of the Federal
Deposit Insurance Act (12 U.S.C. 1821(a)(4)(C), as redesignated
by paragraph (1) of this subsection) is amended by striking
“Bank Insurance Fund and the Savings Association Insurance
Fund” and inserting “Deposit Insurance Fund”.

(3) DEPOSITS INTO FUND.—Section 11(a)(4) of the Federal De-
posit Insurance Act (12 U.S.C. 1821(a)(4)) is amended by add-
ing at the end the following new subparagraph:

“(D) DeposiTs.—All amounts assessed against insured
depository institutions by the Corporation shall be depos-
ited in the Deposit Insurance Fund.”

(4) SPECIAL RESERVE OF DEPOSITS.—Section 11(a)(5) of the
Federal Deposit Insurance Act (12 U.S.C. 1821(a)(5)) is amend-
ed to read as follows:

“(5) SPECIAL RESERVE OF DEPOSIT INSURANCE FUND.—

“(A) ESTABLISHMENT.—

“(i) IN ceNErRAL.—There is established a Special Re-
serve of the Deposit Insurance Fund, which shall be
administered by the Corporation and shall be invested
in accordance with section 13(a).

“(ii) LimiTATION.—The Corporation shall not provide
any assessment credit, refund, or other payment from
any amount in the Special Reserve.

“(B) EMERGENCY USE OF SPECIAL RESERVE.—Notwith-
standing subparagraph (A)(ii), the Corporation may, in its
sole discretion, transfer amounts from the Special Reserve
to the Deposit Insurance Fund, for the purposes set forth
in paragraph (4), only if—
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“(i) the reserve ratio of the Deposit Insurance Fund
is less than 50 percent of the designated reserve ratio;
and

“(ii) the Corporation expects the reserve ratio of the
Deposit Insurance Fund to remain at less than 50 per-
cent of the designated reserve ratio for each of the
next 4 calendar quarters.

“(C) EXCLUSION OF SPECIAL RESERVE IN CALCULATING RE-
SERVE RATI0.—Notwithstanding any other provision of law,
any amounts in the Special Reserve shall be excluded in
calculating the reserve ratio of the Deposit Insurance Fund
under section 7.”.

(5) FEDERAL HOME LOAN BANK ACT.—Section 21B(f)(2)(C)(ii)
of the Federal Home Loan Bank Act (12 U.S.C.
1441b(f)(2)(C)(ii)) is amended—

(A) in subclause (1), by striking “to Savings Associations
Insurance Fund members” and inserting “to insured depos-
itory institutions, and their successors, which were Sav-
ings Association Insurance Fund members on September 1,
1995"; and

(B) in subclause (I1), by striking “to Savings Associations
Insurance Fund members” and inserting “to insured depos-
itory institutions, and their successors, which were Sav-
ings Association Insurance Fund members on September 1,
1995".

(6) REPEALS.—

(A) SeEcTION 3.—Section 3(y) of the Federal Deposit In-
surance Act (12 U.S.C. 1813(y)) is amended to read as fol-
lows:

“(y) DEFINITIONS RELATING TO THE DEPOSIT INSURANCE FUND.—
The term—

“(1) DEPOSIT INSURANCE FUND.—The term ‘Deposit Insurance
Fund’ means the fund established under section 11(a)(4).

“(2) RESERVE RATIO.—The term ‘reserve ratio’ means the
ratio of the net worth of the Deposit Insurance Fund to aggre-
gate estimated insured deposits held in all insured depository
institutions.

“(3) DESIGNATED RESERVE RATIO.—The designated reserve
ratio of the Deposit Insurance Fund for each year shall be—
“(A) 1.25 percent of estimated insured deposits; or

“(B) a higher percentage of estimated insured deposits
that the Board of Directors determines to be justified for
that year by circumstances raising a significant risk of
substantial future losses to the fund.”.

(B) SecTIiON 7.—Section 7 of the Federal Deposit Insur-
ance Act (12 U.S.C. 1817) is amended—

(i) by striking subsection (I);

(i) by redesignating subsections (m) and (n) as sub-
sections (I) and (m), respectively; and

(iif) in subsection (b)(2), by striking subparagraphs
(B) and (F), and by redesignating subparagraphs (C),
(E), (G), and (H) as subparagraphs (B) through (E), re-
spectively.
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(C) SecTION 11.—Section 11(a) of the Federal Deposit In-
surance Act (12 U.S.C. 1821(a)) is amended—

(i) by striking paragraphs (6) and (7); and

(i) by redesignating paragraph (8) as paragraph (6).

(7) SECTION 5136 OF THE REVISED STATUTES.—Paragraph
Eleventh of section 5136 of the Revised Statutes (12 U.S.C. 24)
is amended in the fifth sentence, by striking “affected deposit
insurance fund” and inserting “Deposit Insurance Fund”.

(8) INVESTMENTS PROMOTING PUBLIC WELFARE; LIMITATIONS
ON AGGREGATE INVESTMENTS.—The 23d undesignated para-
graph of section 9 of the Federal Reserve Act (12 U.S.C. 338a)
is amended in the fourth sentence, by striking “affected deposit
insurance fund” and inserting “Deposit Insurance Fund”.

(9) ADVANCES TO CRITICALLY UNDERCAPITALIZED DEPOSITORY
INSTITUTIONS.—Section 10B(b)(3)(A)(ii) of the Federal Reserve
Act (12 U.S.C. 347b(b)(3)(A)(ii)) is amended by striking “any
deposit insurance fund in” and inserting “the Deposit Insur-
ance Fund of”.

(10) AMENDMENTS TO THE BALANCED BUDGET AND EMER-
GENCY DEFICIT CONTROL ACT OF 1985.—Section 255(g)(1)(A) of
the Balanced Budget and Emergency Deficit Control Act of
1985 (2 U.S.C. 905(g)(1)(A)) is amended—

(A) by striking “Bank Insurance Fund” and inserting
“Deposit Insurance Fund”; and

(B) by striking “Federal Deposit Insurance Corporation,
Savings Association Insurance Fund;”.

(11) FURTHER AMENDMENTS TO THE FEDERAL HOME LOAN
BANK AcT.—The Federal Home Loan Bank Act (12 U.S.C. 1421
et seq.) is amended—

(A) in section 11(k) (12 U.S.C. 1431(k))—

(i) in the subsection heading, by striking, “SAIF”
and inserting “THE DEPOSIT INSURANCE FUND”; and

(if) by striking “Savings Association Insurance
Fund” each place such term appears and inserting
“Deposit Insurance Fund”;

(B) in section 21A(b)(4)(B) (12 U.S.C. 1441a(b)(4)(B)), by
striking “affected deposit insurance fund” and inserting
“Deposit Insurance Fund”;

(C) in section 21A(b)(6)(B) (12 U.S.C. 1441a(b)(6)(B))—

(i) in the subparagraph heading, by striking “SAIF-
INSURED BANKS” and inserting “CHARTER CONVER-
sions”; and

(it) by striking “Savings Association Insurance Fund
member” and inserting “savings association”;

(D) in  section 21A(b)(LO)(A)(iv)(I1) (12 U.S.C.
1441a(b)(10)(A)(iv)(11)), by striking “Savings Association
Insurance Fund” and inserting “Deposit Insurance Fund”;

(E) in section 21B(e) (12 U.S.C. 1441b(e))—

(i) in paragraph (5), by inserting “as of the date of
funding” after “Savings Association Insurance Fund
members” each place such term appears;

(i) by striking paragraph (7); and

(ii1) by redesignating paragraph (8) as paragraph
(7); and
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(F) in section 21B(k) (12 U.S.C. 1441b(k))—

(i) by striking paragraph (8); and

(if) by redesignating paragraphs (9) and (10) as
paragraphs (8) and (9), respectively.

(12) AMENDMENTS TO THE HOME OWNERS' LOAN ACT.—The
Home Owners’ Loan Act (12 U.S.C. 1461 et seq.) is amended—

(A) in section 5 (12 U.S.C. 1464)—

(i) in subsection (c)(5)(A), by striking “that is a mem-
ber of the Bank Insurance Fund”;

(i) in subsection (c)(6), by striking “As used in this
subsection—" and inserting “For purposes of this sub-
section, the following definitions shall apply:”;

(iii) in subsection (0)(1), by striking “that is a Bank
Insurance Fund member”;

(iv) in subsection (0)(2)(A), by striking “a Bank In-
surance Fund member until such time as it changes
its status to a Savings Association Insurance Fund
member” and inserting “insured by the Deposit Insur-
ance Fund”;

(v) in subsection (t)(5)(D)(iii)(1l), by striking “af-
fected deposit insurance fund” and inserting “Deposit
Insurance Fund”;

(vi) in subsection (t)(7)(C)(i)(I), by striking “affected
deposit insurance fund” and inserting “Deposit Insur-
ance Fund”; and

(vii) in subsection (v)(2)(A)(i), by striking “, the Sav-
ings Association Insurance Fund” and inserting “or
the Deposit Insurance Fund”; and

(B) in section 10 (12 U.S.C. 1467a)—

(i) in subsection (e)(1)(A)(iii))(VII), by adding “or” at
the end;

(i) in subsection (e)(1)(A)(iv), by adding “and” at the
end,;

(iii) in subsection (e)(1)(B), by striking “Savings As-
sociation Insurance Fund or Bank Insurance Fund”’
and inserting “Deposit Insurance Fund”;

(iv) in subsection (e)(2), by striking “Savings Asso-
ciation Insurance Fund or the Bank Insurance Fund”
and inserting “Deposit Insurance Fund”; and

(v) in subsection (m)(3), by striking subparagraph
(E), and by redesignating subparagraphs (F), (G), and
(H) as subparagraphs (E), (F), and (G), respectively.

(13) AMENDMENTS TO THE NATIONAL HOUSING ACT.—The Na-
tional Housing Act (12 U.S.C. 1701 et seq.) is amended—

(A) in section 317(b)(1)(B) (12 U.S.C. 1723i(b)(1)(B)), by
striking “Bank Insurance Fund for banks or through the
Savings Association Insurance Fund for savings associa-
tions” and inserting “Deposit Insurance Fund”; and

(B) in section 526(b)(1)(B)(ii) (12 U.S.C. 1735f-
14(b)(1)(B)(ii)), by striking “Bank Insurance Fund for
banks and through the Savings Association Insurance
Fund for savings associations” and inserting “Deposit In-
surance Fund”.
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(14) FURTHER AMENDMENTS TO THE FEDERAL DEPOSIT INSUR-
ANCE ACT.—The Federal Deposit Insurance Act (12 U.S.C. 1811
et seq.) is amended—

(A) in section 3(a)(1) (12 U.S.C. 1813(a)(1)), by striking
subparagraph (B) and inserting the following:

“(B) includes any former savings association.”;

(B) in section 5(b)(5) (12 U.S.C. 1815(b)(5)), by striking
“the Bank Insurance Fund or the Savings Association In-
surance Fund;” and inserting “Deposit Insurance Fund,”;

(C) in section 5(d) (12 U.S.C. 1815(d)), by striking para-
graphs (2) and (3);

(D) in section 5(d)(1) (12 U.S.C. 1815(d)(1))—

(i) in subparagraph (A), by striking “reserve ratios
in the Bank Insurance Fund and the Savings Associa-
tion Insurance Fund” and inserting “the reserve ratio
of the Deposit Insurance Fund”;

(i) by striking subparagraph (B) and inserting the
following:

“(2) FEE CREDITED TO THE DEPOSIT INSURANCE FUND.—The
fee paid by the depository institution under paragraph (1) shall
be credited to the Deposit Insurance Fund.”;

(iti) by striking “(1) UNINSURED INSTITUTIONS.—";
and

(iv) by redesignating subparagraphs (A) and (C) as
paragraphs (1) and (3), respectively, and moving the
margins 2 ems to the left;

(E) in section 5(e) (12 U.S.C. 1815(e))—

(i) in paragraph (5)(A), by striking “Bank Insurance
Fund or the Savings Association Insurance Fund” and
inserting “Deposit Insurance Fund”;

(i) by striking paragraph (6); and

(iii) by redesignating paragraphs (7), (8), and (9) as
paragraphs (6), (7), and (8), respectively;

(F) in section 6(5) (12 U.S.C. 1816(5)), by striking “Bank
Insurance Fund or the Savings Association Insurance
Fund” and inserting “Deposit Insurance Fund”;

(G) in section 7(b) (12 U.S.C. 1817(b))—

(i) in paragraph (1)(D), by striking “each deposit in-
surance fund” and inserting “the Deposit Insurance
Fund”;

(ii) in clauses (i)(1) and (iv) of paragraph (2)(A), by
striking “each deposit insurance fund” each place such
term appears and inserting “the Deposit Insurance
Fund”;

(iii) in paragraph (2)(A)(iii), by striking “a deposit
insurance fund” and inserting “the Deposit Insurance
Fund”;

(iv) by striking clause (iv) of paragraph (2)(A);

(v) in paragraph (2)(C) (as redesignated by para-
graph (6)(B) of this subsection)—

() by striking “any deposit insurance fund” and
inserting “the Deposit Insurance Fund”; and
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(I1) by striking “that fund” each place such term
appears and inserting “the Deposit Insurance
Fund”;

(vi) in paragraph (2)(D) (as redesignated by para-
graph (6)(B) of this subsection)—

(1) in the subparagraph heading, by striking
“FUNDS ACHIEVE" and inserting “FUND ACHIEVES",
and

(1) by striking “a deposit insurance fund” and
inserting “the Deposit Insurance Fund”;

(vii) in paragraph (3)—

() in the paragraph heading, by striking
“FUNDS” and inserting “FUND”;

(I by striking “that fund” each place such term
appears and inserting the “the Deposit Insurance
Fund”;

(1) in subparagraph (A), by striking “Except as
provided in paragraph (2)(F), if” and inserting “If";

(IV) in subparagraph (A) by striking “any de-
posit insurance fund” and inserting “the Deposit
Insurance Fund”; and

(V) by striking subparagraphs (C) and (D) and
inserting the following:

“(C) AMENDING scHEDULE.—The Corporation may, by
regulation, amend a schedule promulgated under subpara-
graph (B).”; and

(viii) in paragraph (6)—

(1) by striking "any such assessment” and in-
serting “any such assessment is necessary”;

(I1) by striking “(A) is necessary—";

(1) by striking subparagraph (B);

(IV) by redesignating clauses (i), (ii), and (iii) as
subparagraphs (A), (B), and (C), respectively, and
moving the margin 2 ems to the left; and

(V) In subparagraph (C) (as redesignated), by
striking “; and” and inserting a period;

(H) in section 11(f)(1) (12 U.S.C. 1821(f)(1)), by striking
“, except that—" and all that follows through the end of
the paragraph and inserting a period;

(1) in section 11(i)(3) (12 U.S.C. 1821(i)(3))—

(i) by striking subparagraph (B);

(i) by redesignating subparagraph (C) as subpara-
graph (B); and

(iii) in subparagraph (B) (as redesignated), by strik-
ing “subparagraphs (A) and (B)" and inserting “sub-
paragraph (A)”;

(J) in section 11A(a) (12 U.S.C. 182l1a(a))—

(i) in paragraph (2), by striking “LiaBILITIES.—" and
all that follows through “Except” and inserting “LI-
ABILITIES.—EXCcept”;

(ii) by striking paragraph (2)(B); and

(iti) in paragraph (3), by striking “the Bank Insur-
ance Fund, the Savings Association Insurance Fund,”
and inserting “the Deposit Insurance Fund,”;
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(K) in section 11A(b) (12 U.S.C. 1821la(b)), by striking
paragraph (4);

(L) in section 11a(f) (12 U.S.C. 1821a(f)), by striking
“Savings Association Insurance Fund” and inserting “De-
posit Insurance Fund”;

(M) in section 13 (12 U.S.C. 1823)—

(i) in subsection (a)(1), by striking “Bank Insurance
Fund, the Savings Association Insurance Fund,” and
inserting “Deposit Insurance Fund, the Special Re-
serve of the Deposit Insurance Fund,”;

(i) in subsection (c)(4)(E)—

(I) in the subparagraph heading, by striking
“FUNDS” and inserting “FUND”; and

(I in clause (i), by striking “any insurance
fund” and inserting “the Deposit Insurance Fund”;

(iii) in subsection (c)(4)(G)(ii)—

() by striking “appropriate insurance fund” and
inserting “Deposit Insurance Fund”;

(1) by striking “the members of the insurance
fund (of which such institution is a member)” and
inserting “insured depository institutions”;

(1) by striking “each member's” and inserting
“each insured depository institution’s”; and

(1V) by striking “the member’s” each place such
term appears and inserting “the institution’s”;

(iv) in subsection (c), by striking paragraph (11);

(v) in subsection (h), by striking “Bank Insurance
Fund” and inserting “Deposit Insurance Fund”;

(vi) in subsection (K)(4)(B)(i), by striking “Savings
Association Insurance Fund” and inserting “Deposit
Insurance Fund”; and

(vii) in subsection (k)(5)(A), by striking “Savings As-
sociation Insurance Fund” and inserting “Deposit In-
surance Fund”;

(N) in section 14(a) (12 U.S.C. 1824(a)) in the fifth sen-
tence—

(i) by striking “Bank Insurance Fund or the Savings
Association Insurance Fund” and inserting “Deposit
Insurance Fund”; and

(i) by striking “each such fund” and inserting “the
Deposit Insurance Fund”;

(O) in section 14(b) (12 U.S.C. 1824(b)), by striking
“Bank Insurance Fund or Savings Association Insurance
Fund” and inserting “Deposit Insurance Fund”;

(P) in section 14(c) (12 U.S.C. 1824(c)), by striking para-
graph (3);

(Q) in section 14(d) (12 U.S.C. 1824(d))—

(i) by striking “BIF” each place such term appears
and inserting “DIF”; and

(i) by striking “Bank Insurance Fund” each place
such term appears and inserting “Deposit Insurance
Fund”;

(R) in section 15(c)(5) (12 U.S.C. 1825(c)(5))—
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(i) by striking “the Bank Insurance Fund or Savings
Association Insurance Fund, respectively” each place
such term appears and inserting “the Deposit Insur-
ance Fund”; and

(ii) in subparagraph (B), by striking “the Bank In-
surance Fund or the Savings Association Insurance
Fund, respectively” and inserting “the Deposit Insur-
ance Fund”;

(S) in section 17(a) (12 U.S.C. 1827(a))—

(i) in the subsection heading, by striking “BIF,
SAIF,” and inserting “THE DEPOSIT INSURANCE FUND”;
and

(i) in paragraph (1), by striking “the Bank Insur-
ance Fund, the Savings Association Insurance Fund”
each place such term appears and inserting “the De-
posit Insurance Fund”;

(T) in section 17(d) (12 U.S.C. 1827(d)), by striking “the
Bank Insurance Fund, the Savings Association Insurance
Fund,” each place such term appears and inserting “the
Deposit Insurance Fund”;

(U) in section 18(m)(3) (12 U.S.C. 1828(m)(3))—

(i) by striking “Savings Association Insurance Fund”
each place such term appears and inserting “Deposit
Insurance Fund”; and

(i) in subparagraph (C), by striking “or the Bank In-
surance Fund”;

(V) in section 18(p) (12 U.S.C. 1828(p)), by striking “de-
posit insurance funds” and inserting “Deposit Insurance
Fund”;

(W) in section 24 (12 U.S.C. 1831a) in subsections (a)(1)
and (d)(1)(A), by striking “appropriate deposit insurance
fund” each place such term appears and inserting “Deposit
Insurance Fund”;

(X) in section 28 (12 U.S.C. 1831e), by striking “affected
deposit insurance fund” each place such term appears and
inserting “Deposit Insurance Fund”;

(Y) by striking section 31 (12 U.S.C. 1831h);

(2) in section 36(i)(3) (12 U.S.C. 1831m(i)(3)) by striking
“affected deposit insurance fund” and inserting “Deposit
Insurance Fund”;

(AA) in section 38(a) (12 U.S.C. 1831o(a)) in the sub-
section heading, by striking “FuNDs” and inserting “FuND”;

(BB) in section 38(k) (12 U.S.C. 18310o(k))—

(i) in paragraph (1), by striking “a deposit insurance
fund” and inserting “the Deposit Insurance Fund”; and

(i) in paragraph (2)(A)—

(1) by striking “A deposit insurance fund” and
inserting “The Deposit Insurance Fund”; and
(1) by striking “the deposit insurance fund's
outlays” and inserting “the outlays of the Deposit
Insurance Fund”; and
(CC) in section 38(0) (12 U.S.C. 18310(0))—
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(i) by striking “AssociaTioNs.—" and all that follows
through “Subsections (e)(2)" and inserting “Assocla-
TIONS.—Subsections (e)(2)”;

(i) by redesignating subparagraphs (A), (B), and (C)
as paragraphs (1), (2), and (3), respectively, and mov-
ing the margins 2 ems to the left; and

(iii) in paragraph (1) (as redesignated), by redesig-
nating clauses (i) and (ii) as subparagraphs (A) and
(B), respectively, and moving the margins 2 ems to the
left.

(15) AMENDMENTS TO THE FINANCIAL INSTITUTIONS REFORM,
RECOVERY, AND ENFORCEMENT ACT OF 1989.—The Financial In-
stitutions Reform, Recovery, and Enforcement Act (Public Law
101-73; 103 Stat. 183) is amended—

(A) in section 951(b)(3)(B) (12 U.S.C. 1833a(b)(3)(B)), by
striking “Bank Insurance Fund, the Savings Association
Insurance Fund,” and inserting “Deposit Insurance Fund”;
and

(B) in section 1112(c)(1)(B) (12 U.S.C. 3341(c)(1)(B)), by
striking “Bank Insurance Fund, the Savings Association
Insurance Fund,” and inserting “Deposit Insurance Fund”.

(16) AMENDMENT TO THE BANK ENTERPRISE ACT OF 1991.—
Section 232(a)(1) of the Bank Enterprise Act of 1991 (12 U.S.C.
1834(a)(1)) i1s amended by striking “section 7(b)(2)(H)” and in-
serting “section 7(b)(2)(G)".

(17) AMENDMENT TO THE BANK HOLDING COMPANY ACT.—Sec-
tion 2(j)(2) of the Bank Holding Company Act of 1956 (12
U.S.C. 1841(j)(2)) is amended by striking “Savings Association
Insurance Fund” and inserting “Deposit Insurance Fund”.

SEC. 2014. CREATION OF SAIF SPECIAL RESERVE.

Section 11(a)(6) of the Federal Deposit Insurance Act (12 U.S.C.
1821(a)(6)) is amended by adding at the end the following new sub-
paragraph:

“(L) ESTABLISHMENT OF SAIF SPECIAL RESERVE.—

“(i) EsTABLISHMENT.—If, on January 1, 1998, the re-
serve ratio of the Savings Association Insurance Fund
exceeds the designated reserve ratio, there is estab-
lished a Special Reserve of the Savings Association In-
surance Fund, which shall be administered by the
Corporation and shall be invested in accordance with
section 13(a).

“(if) AMOUNTS IN SPECIAL RESERVE.—If, on January
1, 1998, the reserve ratio of the Savings Association
Insurance Fund exceeds the designated reserve ratio,
the amount by which the reserve ratio exceeds the
designated reserve ratio shall be placed in the Special
Reserve of the Savings Association Insurance Fund es-
tablished by clause (i).

“(iiif) LimiTATION.—The Corporation shall not pro-
vide any assessment credit, refund, or other payment
from any amount in the Special Reserve of the Sav-
ings Association Insurance Fund.

“(iv) EMERGENCY USE OF SPECIAL RESERVE.—Not-
withstanding clause (iii), the Corporation may, in its
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sole discretion, transfer amounts from the Special Re-
serve of the Savings Association Insurance Fund to
the Savings Association Insurance Fund for the pur-
poses set forth in paragraph (4), only if—
“(I) the reserve ratio of the Savings Association
Insurance Fund is less than 50 percent of the des-
ignated reserve ratio; and
“(11) the Corporation expects the reserve ratio of
the Savings Association Insurance Fund to remain
at less than 50 percent of the designated reserve
ratio for each of the next 4 calendar quarters.
“(v) EXCLUSION OF SPECIAL RESERVE IN CALCULATING
RESERVE RATI0.—Notwithstanding any other provision
of law, any amounts in the Special Reserve of the Sav-
ings Association Insurance Fund shall be excluded in
calculating the reserve ratio of the Savings Association
Insurance Fund.”.
SEC. 2015. REFUND OF AMOUNTS IN DEPOSIT INSURANCE FUND IN EX-
CESS OF DESIGNATED RESERVE AMOUNT.
Subsection (e) of section 7 of the Federal Deposit Insurance Act
(12 U.S.C. 1817(e)) is amended to read as follows:
“(e) REFUNDS.—

“(1) OvErRPAYMENTS.—IN the case of any payment of an as-
sessment by an insured depository institution in excess of the
amount due to the Corporation, the Corporation may—

“(A) refund the amount of the excess payment to the in-
sured depository institution; or

“(B) credit such excess amount toward the payment of
subsequent semiannual assessments until such credit is
exhausted.

“(2) BALANCE IN INSURANCE FUND IN EXCESS OF DESIGNATED
RESERVE.—

“(A) IN GENERAL.—Subject to subparagraphs (B) and (C),
if, as of the end of any semiannual assessment period, the
amount of the actual reserves in—

“(i) the Bank Insurance Fund (until the merger of
such fund into the Deposit Insurance Fund pursuant
to section 2013 of the Balanced Budget Act of 1995);
or
“(ii) the Deposit Insurance Fund (after the establish-
ment of such fund),
exceeds the balance required to meet the designated re-
serve ratio applicable with respect to such fund, such ex-
cess amount shall be refunded to insured depository insti-
tutions by the Corporation on such basis as the Board of
Directors determines to be appropriate, taking into account
the factors considered under the risk-based assessment
system.

“(B) REFUND NOT TO EXCEED PREVIOUS SEMIANNUAL AS-
SESSMENT.—The amount of any refund under this para-
graph to any member of a deposit insurance fund for any
semiannual assessment period may not exceed the total
amount of assessments paid by such member to the insur-
ance fund with respect to such period.



19

“(C) REFUND LIMITATION FOR CERTAIN INSTITUTIONS.—NO
refund may be made under this paragraph with respect to
the amount of any assessment paid for any semiannual as-
sessment period by any insured depository institutions de-
scribed in clause (v) of subsection (b)(2)(A).".

SEC. 2016. ASSESSMENT RATES FOR SAIF MEMBERS MAY NOT BE LESS

THAN ASSESSMENT RATES FOR BIF MEMBERS.

Section 7(b)(2)(C) of the Federal Deposit Insurance Act (12 U.S.C.
1817)(2)(E), as redesignated by section 2013(d)(6) of this Act) is
amended—

(1) by striking “and” at the end of clause (i);

(2) by striking the period at the end of clause (ii) and insert-
ing “; and”; and

(3) by adding at the end of the following new clause:

“(iii) notwithstanding any other provision of this
subsection, during the period beginning on the date of
enactment of the Balanced Budget Act of 1995, and
ending on January 1, 1998, the assessment rate for a
Savings Association Insurance Fund member may not
be less than the assessment rate for a Bank Insurance
Fund member that poses a comparable risk to the de-
posit insurance fund.”.

SEC. 2017. ASSESSMENTS AUTHORIZED ONLY IF NEEDED TO MAIN-

TAIN THE RESERVE RATIO OF A DEPOSIT INSURANCE

FUND.

(8) IN GENERAL.—Section 7(b)(2)(A)(i) of the Federal Deposit In-
surance Act (12 U.S.C. 1817(b)(2)(A)(i)) is amended in the matter
preceding subclause (1) by inserting “when necessary, and only to
the extent necessary” after “insured depository institutions”.

(b) LimiTATION ON AssessMENT.—Section 7(b)(2)(A)(iii) of the
Federal Deposit Insurance Act (12 U.S.C. 1817(b)(2)(A)(iii)) is
amended to read as follows:

“(iii) LIMITATION ON ASSESSMENT.—EXcept as pro-
vided in clause (v), the Board of Directors shall not set
semiannual assessments with respect to a deposit in-
surance fund in excess of the amount needed—

“(I) to maintain the reserve ratio of the fund at
the designated reserve ratio; or

“(I) if the reserve ratio is less than the des-
ignated reserve ratio, to increase the reserve ratio
to the designated reserve ratio.”.

(¢) EXcepTION TO LIMITATION ON ASSESSMENTS.—Section
7(b)(2)(A) of the Federal Deposit Insurance Act (12 U.S.C.
1817(b)(2)(A)) is amended by adding at the end of the following
new clause:

“(v) EXCEPTION TO LIMITATION ON ASSESSMENTS.—
The Board of Directors may set semiannual assess-
ments in excess of the amount permitted under
clauses (i) and (iii) with respect to insured depository
institutions that exhibit financial, operational, or com-
pliance weaknesses ranging from moderately severe to
unsatisfactory, or are not well capitalized, as that
term is defined in section 38.".
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SEC. 2018. LIMITATION ON AUTHORITY OF OVERSIGHT BOARD TO
CONTINUE TO EMPLOY MORE THAN 18 OFFICERS AND EM-
PLOYEES.

(&) IN GENERAL.—Section 21A(a) of the Federal Home Loan Bank
Act (12 U.S.C. 1441a(a)) is amended by adding at the end the fol-
lowing new paragraph:

“(17) PHASED-DOWN OPERATION OF OVERSIGHT BOARD FOL-
LOWING TERMINATION OF CORPORATION.—

“(A) TERMINATION OF AUTHORITY TO EMPLOY STAFF.—EX-
cept as provided in subparagraph (B), the authority of the
Thrift Depositor Protection Oversight Board under para-
graph (5) to establish officer and employee positions, to
compensate officers and employees of the Board, and to
provide other benefits for officers and employees of the
Board shall terminate as of December 31, 1995.

“(B) LIMITED AUTHORITY FOR EMPLOYING STAFF.—The
Thrift Depositor Protection Oversight Board may employ
not more than 18 individuals, excluding any employee of
any other department or agency utilized by the Board, to
carry out the functions of the Board during the period be-
ginning on January 1, 1996 and ending on May 1, 1996,
other than employees whose employment is in the process
of being terminated in accordance with subparagraph (C).

“(C) TERMINATION OF EMPLOYMENT OF ADDITIONAL EM-
PLOYEES REQUIRED TO BE COMMENCED.—The Thrift Deposi-
tor Protection Oversight Board shall commence terminat-
ing, not later than December 31, 1995, and in accordance
with title 5, United States Code, and applicable regula-
tions of the Office of Personnel Management, the employ-
ment of any employee of the Board whose continued em-
ployment by the Board after such date is inconsistent with
the requirement of subparagraph (B).”.

(b) TecHNICAL AND CONFORMING AMENDMENTS.—Section
21A(@)(5) of the Federal Home Loan Bank Act (12 U.S.C.
1441a(a)(5)) is amended in subparagraphs (B), (C), (D), and (E), by
inserting “subject to paragraph (17)”, after the closing parenthesis
of the subparagraph designation in each such subparagraph.

SEC. 2019. DEFINITIONS.
For purposes of this subtitle—

(1) the term “Bank Insurance Fund” means the fund estab-
lished pursuant to section (11)(a)(5)(A) of the Federal Deposit
Insurance Act, as that section existed on the day before the
date of enactment of this Act;

(2) the terms “Bank Insurance Fund member” and “Savings
Association Insurance Fund member” have the same meanings
as in section 7(l) of the Federal Deposit Insurance Act;

(3) the terms “bank”, “Board of Directors”, “Corporation”, “in-
sured depository institution”, “Federal savings association”,
“savings association”, “State savings bank”, and “State deposi-
tory institution” have the same meanings as in section 3 of the
Federal Deposit Insurance Act;

(4) the term “Deposit Insurance Fund” means the fund estab-
lished under section 11(a)(4) of the Federal Deposit Insurance
Act, as amended by section 2013(d) of this Act;



21

(5) the term *“depository institution holding company” has
the same meaning as in section 3 of the Federal Deposit Insur-
ance Act;

(6) the term “designated reserve ratio” has the same mean-
ing as in section 7(b)(2)(A)(iv) of the Federal Deposit Insurance
Act;

(7) the term “Savings Association Insurance Fund” means
the fund established pursuant to section 11(a)(6)(A) of the Fed-
eral Deposit Insurance Act, as that section existed on the day
before the date of enactment of this Act; and

(8) the term “SAlF-assessable deposit” means—

(A) a deposit that is subject to assessment for purposes
of the Savings Association Insurance Fund under the Fed-
eral Deposit Insurance Act; and

(B) a deposit that section 5(d)(3) of the Federal Deposit
Insurance Act treats as insured by the Savings Association
Insurance Fund.

Subtitle B—Housing

SEC. 2051. ANNUAL ADJUSTMENT FACTORS FOR OPERATING COSTS
ONLY; RESTRAINT ON RENT INCREASES.

(&) ANNUAL ADJUSTMENT FACTORS FOR OPERATING COSTS
OnNLY.—Section 8(c)(2)(A) of the United States Housing Act of 1937
(42 U.S.C. 14371(c)(2)(A)) is amended—

(1) by striking “(2)(A)” and inserting “(2)(A)(i)";

(2) by striking the second sentence and all that follows
through the end of the subparagraph; and

(3) by adding at the end of the following new clause:

“(if) Each assistance contract under this section shall provide
that—

“(1) if the maximum monthly rent for a unit in a new con-
struction or substantial rehabilitation project to be adjusted
using an annual adjustment factor exceeds 100 percent of the
fair market rent for an existing dwelling unit in the market
area, the Secretary shall adjust the rent using an operating
costs factor that increases the rent to reflect increases in oper-
ating costs in the market area; and

“(I1) if the owner of a unit in a project described in subclause
(I) demonstrates that the adjusted rent determined under
subclause (1) would not exceed the rent for an unassisted unit
of similar quality, type, and age in the same market area, as
determined by the Secretary, the Secretary shall use the other-
wise applicable annual adjustment factor.”.

(b) RESTRAINT ON SECTION 8 RENT INCREASES.—Section 8(c)(2)(A)
of the United States Housing Act of 1937 (42 U.S.C. 14371(c)(2)(A)),
as amended by subsection (a), is amended by adding at the end the
following new clause:

“(iii)(1) Subject to subclause (I1), with respect to any unit assisted
under this section that it occupied by the same family at the time
of the most recent annual rental adjustment, if the assistance con-
tract provides for the adjustment of the maximum monthly rent by
applying an annual adjustment factor, and if the rent for the unit
is otherwise eligible for an adjustment based on the full amount of
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the annual adjustment factor, 0.01 shall be subtracted from the
amount of the annual adjustment factor, except that the annual ad-
justment factor shall not be reduced to less than 1.0.

“(11Y With respect to any unit described in subclause (I) that is
assisted under the certificate program, the adjusted rent shall not
exceed the rent for a comparable unassisted unit of similar quality,
type, and age in the market area in which the unit is located.”.

(¢) EFFecTive DATE.—The amendments made by this section
shall become effective on October 1, 1995.

SEC. 2052. FORECLOSURE AVOIDANCE AND BORROWER ASSISTANCE.

(a) ForecLosURE AvoIDANCE.—EXxcept as provided in subsection
(e), the last sentence of section 204(a) of the National Housing Act
(12 U.S.C. 1710(a)) is amended by inserting before the period the
following: “: And provided further, That the Secretary may pay in-
surance benefits to the mortgagee to recompense the mortgagee for
its actions to provide an alternative to foreclosure of a mortgage
that is in default, which actions may include such actions as spe-
cial forbearance, loan modification, and deeds in lieu of foreclosure,
all upon such terms and conditions as the mortgagee shall deter-
mine in the mortgagee’s sole discretion within guidelines provided
by the Secretary, but which may not include assignment of a mort-
gage to the Secretary: And provided further, That for purposes of
the preceding proviso, no action authorized by the Secretary and no
action taken, nor any failure to act, by the Secretary or the mortga-
gee shall be subject to judicial review”.

(b) AuTHORITY To AssIST MORTGAGORS IN DEFAULT.—EXxcept as
provided in subsection (e), section 230 of the National Housing Act
(12 U.S.C. 1715u) is amended to read as follows:

“AUTHORITY TO ASSIST MORTGAGORS IN DEFAULT

“Sec. 230. (a) PAYMENT oF PARTIAL CLAIM.—The Secretary may
establish a program for payment of a partial insurance claim to a
mortgagee that agrees to apply the claim amount to payment of a
mortgage on a 1- to 4-family residence that is in default. Any such
payment under such program to the mortgagee shall be made in
the Secretary’s sole discretion and on terms and conditions accept-
able to the Secretary, except that—

“(1) the amount of the payment shall be in an amount deter-
mined by the Secretary, which shall not exceed an amount
equivalent to 12 monthly mortgage payments and any costs re-
lated to the default that are approved by the Secretary; and

“(2) the mortgagor shall agree to repay the amount of the in-
surance claim to the Secretary upon terms and conditions ac-
ceptable to the Secretary.

The Secretary may pay the mortgagee, from the appropriate insur-
ance fund, in connection with any activities that the mortgagee is
required to undertake concerning repayment by the mortgagor of
the amount owed to the Secretary.

“(b) ASSIGNMENT.—

“(1) PROGRAM AUTHORITY.—The Secretary may establish a
program for assignment to the Secretary, upon request of the
mortgagee, of a mortgage on a 1- to 4-family residence insured
under this Act.
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“(2) PROGRAM REQUIREMENTS.—The Secretary may accept as-
signment of a mortgage under a program under this subsection
only if—

“(A) the mortgage was in default;

“(B) the mortgagee has modified the mortgage to cure
the default and provide for mortgage payments within the
reasonable ability of the mortgagor to pay at interest rates
not exceeding current market interest rates; and

“(C) the Secretary arranges for servicing of the assigned
mortgage by a mortgagee (which may include the assign-
ing mortgagee) through procedures that the Secretary has
determined to be in the best interests of the appropriate
insurance fund.

“(3) PAYMENT OF INSURANCE BENEFITS.—Upon accepting as-
signment of a mortgage under the program under this sub-
section, the Secretary may pay insurance benefits to the mort-
gagee from the appropriate insurance fund in an amount that
the Secretary determines to be appropriate, but which may not
exceed the amount necessary to compensate the mortgagee for
the assignment and any losses and expenses resulting from the
mortgage modification.

“(c) ProHIBITION OF JuDpIciAL ReviEw.—No decision by the Sec-
retary to exercise or forego exercising any authority under this sec-
tion shall be subject to judicial review.

“(d) SAviNGs ProvisioN.—ANny mortgage for which the mortgagor
has applied to the Secretary, before the date of the enactment of
the Balanced Budget Act of 1995, for assignment pursuant to sub-
section (c) of this section as in effect before such date of enactment
shall continue to be governed by the provisions of this section in
effect immediately before such date of enactment.

“(e) APPLICABILITY OF OTHER LAaws.—No provision of this Act or
any other law shall be construed to require the Secretary to pro-
vide an alternative to foreclosure for mortgagees with mortgages on
1- to 4-family residences insured by the Secretary under this Act,
or to accept assignments of such mortgages.”.

(c) AppLICABILITY OF AMENDMENTS.—EXcept as provided in sub-
section (e), the amendments made by subsections (a) and (b) shall
apply only with respect to mortgages insured under the National
Housing Act that are originated on or after October 1, 1995.

(d) RecuLAaTiONS.—Not later than the expiration of the 60-day
period beginning on the date of the enactment of this Act, the Sec-
retary of Housing and Urban Development shall issue interim reg-
ulations to implement this section and the amendments made by
this section.

(e) EFFecTIVENESS AND AppLICABILITY.—If this Act is enacted
after the date of the enactment of the Departments of Veterans Af-
fairs and Housing and Urban Development, and Independent Agen-
cies Appropriations Act, 1996—

(1) subsections (a), (b), (c), and (d) of this section shall not
take effect; and

(2) subsection (c) of the section relating to foreclosure avoid-
ance and borrower assistance in title 1l of the Departments of
Veterans Affairs and Housing and Urban Development, and
Independent Agencies Appropriations Act, 1996, is amended by
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striking “only with respect to mortgages insured under the Na-
tional Housing Act that are originated before October 1, 1995”
and inserting “to mortgages originated before, on, and after Oc-
tober 1, 1995”.

TITLE I—COMMUNICATIONS AND
SPECTRUM ALLOCATION PROVISIONS

SEC. 3001. SPECTRUM AUCTIONS.
(a) EXTENSION AND EXPANSION OF AUCTION AUTHORITY.—

(1) AMENDMENTS.—Section 309(j) of the Communications Act
of 1934 (47 U.S.C. 309(j)) is amended—

(A) by striking paragraphs (1) and (2) and inserting the
following:

“(1) GENERAL AUTHORITY.—If, consistent with the obligations
described in paragraph (6)(E), mutually exclusive applications
are accepted for any initial license or construction permit, then
the Commission shall grant such license or permit to a quali-
fied applicant through a system of competitive bidding that
meets the requirements of this subsection.

“(2) ExempTIONS.—The competitive bidding authority grant-
ed by this subsection shall not apply to licenses or construction
permits issued by the Commission—

“(A) that, as the result of the Commission carrying out
the obligations described in paragraph (6)(E), are not mu-
tually exclusive;

“(B) for public safety radio services, including non-Gov-
ernment uses the sole or principal purpose of which is to
protect the safety of life, health, and property and which
are not made commercially available to the public; or

“(C) for initial licenses or construction permits for new
terrestrial digital television services assigned by the Com-
mission to existing terrestrial broadcast licensees to re-
place their current television licenses, unless—

“(i) the Commission, not later than 180 days after
the date of enactment of the Balanced Budget Act of
1995, after notice and public comment, submits to
Congress a report on the use of the authority provided
in this subsection for the assignment of initial licenses
or construction permits for use of the electromagnetic
spectrum allocated but not assigned as of the date of
enactment of that Act for television broadcast services;
and

“(ii) the Congress amends this subsection to author-
ize the use of the authority provided by this subsection
for such licenses or permits.

Except as provided in this subparagraph, the Commission
may not assign initial licenses or construction permits
under this title to terrestrial commercial television broad-
cast licensees to replace their existing broadcast licenses
before November 15, 1996.”; and

(B) by striking “1998" in paragraph (11) and inserting
“2002".
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(2) CoNFORMING AMENDMENT.—Subsection (i) of section 309
of such Act is repealed.

(3) EFFecTIiVE DATE.—The amendment made by paragraph
(1)(A) shall not apply with respect to any license or permit for
a terrestrial radio or television broadcast station for which the
Federal Communications Commission has accepted mutually
exclusive applications on or before the date of enactment of
this Act.

(b) ComMmissioN OBLIGATION To MAKE ADDITIONAL SPECTRUM
AVAILABLE BY AUCTION.—

(1) IN GENERAL.—The Federal Communications Commission
shall complete all actions necessary to permit the assignment
by September 30, 2002, by competitive bidding pursuant to
service 309(i) of the Communications Act of 1934 (47 U.S.C.
309(j) of licenses for the use of bands of frequencies that—

(A) individually span not less than 25 megahertz, unless
a combination of smaller bands can, notwithstanding the
provisions of paragraph (7) of such section, reasonably be
expected to produce greater receipts;

(B) in the aggregate span not less than 100 megahertz;

(C) are located below 3 gigahertz; and

(D) have not, as of the date of enactment of this Act—

(i) been designated by Commission regulation for as-
signment pursuant to such section;

(i) been identified by the Secretary of Commerce
pursuant to section 113 of the National Telecommuni-
cations and Information Administration Organization
Act; or

(iii) been reserved for Federal Government use pur-
suant to section 305 of the Communications Act of
1934 (47 U.S.C. 305).

The Commission shall conduct the competitive bidding for
not less than one-half of such aggregate spectrum by Sep-
tember 30, 2000.

(2) CRITERIA FOR REASSIGNMENT.—IN making available bands
of frequencies for competitive bidding pursuant to paragraph
(1), the Commission shall—

(A) seek to promote the most efficient use of the spec-
trum;

(B) take into account the cost to incumbent licensees of
relocating existing uses to other bands of frequencies or
other means of communication;

(C) take into account the needs of public safety radio
services;

(D) comply with the requirements of international agree-
ments concerning spectrum allocations; and

(E) take into account the costs to satellite service provid-
ers that could result from multiple auctions of like spec-
trum internationally for global satellite systems.

(3) NoTIFIcATION TO NTIA.—The Commission shall notify the
Secretary of Commerce if—

(A) the Commission is not able to provide for the effec-
tive relocation of incumbent licensees to bands of fre-
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guencies that are available to the Commission for assign-
ment; and

(B) the Commission has identified bands of frequencies
that are—

(i) suitable for the relocation of such licensees; and

(if) allocated for Federal Government use, but that
could be reallocated pursuant to part B of the National
Telecommunications and Information Administration
Organization Act (as amended by this section).

(c) IDENTIFICATION AND REALLOCATION OF FREQUENCIES.—The
National Telecommunications and Information Administration Or-
ganization Act (47 U.S.C. 901 et seq.) is amended—

(1) in section 113, by adding at the end the following new
subsections:

“(f) ADDITIONAL REALLOCATION REPORT.—If the Secretary re-
ceives a notice from the Commission pursuant to section 3001(b)(3)
of the Balanced Budget Act of 1995, the Secretary shall prepare
and submit to the President and the Congress a report recommend-
ing for reallocation for use other than by Federal Government sta-
tions under section 305 of the 1934 Act (47 U.S.C. 305), bands of
frequencies that are suitable for the uses identified in the Commis-
sion’s notice.

“(g) RELOCATION OF FEDERAL GOVERNMENT STATIONS.—

“(1) IN ceNeErRAL.—InN order to expedite the efficient use of the
electromagnetic spectrum and notwithstanding section 3302(b)
of title 31, United States Code, any Federal entity which oper-
ates a Federal Government station may accept payment in ad-
vance or in-kind reimbursement of costs, or a combination of
payment in advance and in-kind reimbursement, from any per-
son to defray entirely the expenses of relocating the Federal
entity’s operations from one or more radio spectrum fre-
guencies to another frequency or frequencies, including, with-
out limitation, the costs of any modification, replacement, ore
reissuance of equipment, facilities, operating manuals, regula-
tions, or other expenses incurred by that entity. Any such pay-
ment shall be deposited in the account of such Federal entity
in the Treasury of the United States. Funds deposited accord-
ing to this paragraph shall be available, without appropriation
or fiscal year limitation, only for the operations of the Federal
entity for which such funds were deposited under this para-
graph.

“(2) PROCESS FOR RELOCATION.—ANYy person seeking to relo-
cate a Federal Government station that has been assigned a
frequency within a band allocated for mixed Federal and non-
Federal use may submit a petition for such relocation to NTIA.
The NTIA shall limit or terminate the Federal Government
station’s operating license when the following requirements are
met:

“(A) the person seeking relocation of the Federal Govern-
ment station has guaranteed to defray entirely, through
payment in advance, in-kind reimbursement of costs, or a
combination thereof, all relocation costs incurred by the
Federal entity, including all engineering, equipment, site
acquisition and construction, and regulatory fee costs;
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“(B) the person seeking relocation completes all activities
necessary for implementing the relocation, including con-
struction of replacement facilities (if necessary and appro-
priate) and identifying and obtaining on the Federal enti-
ty’s behalf new frequencies for use by the relocated Fed-
eral Government station (where such station is not relocat-
ing to spectrum reserved exclusively for Federal use);

“(C) any necessary replacement facilities, equipment
modifications, or other changes have been implemented
and tested to ensure that the Federal Government station
is able to successfully accomplish its purposes; and

“(D) NTIA has determined that the proposed use of the
spectrum frequency band to which the Federal entity will
relocate its operations is—

“(i) consistent with obligations undertaken by the
United States in international agreements and with
United States national security and public safety in-
terests; and

“(ii) suitable for the technical characteristics of the
band and consistent with other uses of the band.

In exercising its authority under subparagraph (d)(i),
NTIA shall consult with the Secretary of Defense, the Sec-
retary of State, or other appropriate officers of the Federal
Government.

“(3) RiGHT TO RECLAIM.—If Within one year after the reloca-
tion the Federal Government station demonstrates to the Com-
mission that the new facilities or spectrum are not comparable
to the facilities or spectrum from which the Federal Govern-
ment station was relocated, the person seeking such relocation
must take reasonable steps to remedy any defects or pay the
Federal entity for the costs of returning the Federal Govern-
ment station to the spectrum from which such station was relo-
cated.

“(h) FEDERAL ACTION TO EXPEDITE SPECTRUM TRANSFER.—ANY
Federal Government station which operates on electromagnetic
spectrum that has been identified for reallocation for mixed Fed-
eral and non-Federal use in any reallocation report under sub-
section (a) shall, to the maximum extent practicable through the
use of the authority granted under subsection (g) and any other ap-
plicable provision of law, take action to relocate its spectrum use
to other frequencies that are reserved for Federal use or to consoli-
date its spectrum use with other Federal Government stations in
a manner that maximizes the spectrum available for non-Federal
use. Subsection (c)(4) of this section shall not apply to the extent
that a non-Federal user seeks to relocate or relocates a Federal
power agency under subsection (g).

“(i) DeFINITION.—FoOr purposes of this section, the term ‘Federal
entity’ means any department, agency, or other instrumentality of
the Federal Government that utilizes a Government station license
obtained under section 305 of the 1934 Act (47 U.S.C. 305).”; and

(2) in section 114(a)(1), by striking “(a) or (d)(1)” and insert-
ing “(a), (d)(1), or (f)".
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(d) IDENTIFICATION AND REALLOCATION OF AUCTIONABLE FRE-
QUENCIES.—The National Telecommunications and Information Ad-
ministration Organization Act (47 U.S.C. 901 et seq.) is amended—

(1) in section 113(b)—

(A) by striking the heading of paragraph (1) and insert-
ing “INITIAL REALLOCATION REPORT.—";

(B) by inserting “in the first report required by sub-
section (a)” after “recommend for reallocation” in para-
graph (1);

(C) by inserting “or (3)" after “paragraph (1)” each place
it appears in paragraph (2); and

(D) by inserting after paragraph (2) the following new
paragraph:

“(3) SECOND REALLOCATION REPORT.—INn accordance with the
provisions of this section, the Secretary shall recommend for
reallocation in the second report required by subsection (a), for
use other than by Federal Government stations under section
305 of the 1934 Act (47 U.S.C. 305), a single frequency band
that spans not less than an additional 20 megahertz, that is
located below 3 gigahertz, and that meets the criteria specified
in paragraphs (1) through (5) of subsection (a).”; and

(2) in section 115—

(A) in subsection (b), by striking “the report required by
section 113(a)” and inserting “the initial reallocation report
required by section 113(a)"; and

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

“(c) ALLOCATION AND ASSIGNMENT OF FREQUENCIES IDENTIFIED
IN THE SECOND REALLOCATION REPORT.—With respect to the fre-
quencies made available for reallocation pursuant to section
113(b)(3), the Commission shall, not later than 1 year after receipt
of the second reallocation report required by such section, prepare,
submit to the President and the Congress, and implement, a plan
for the allocation and assignment under the 1934 Act of such fre-
guencies. Such plan shall propose the immediate allocation and as-
signment of all such frequencies in accordance with section 309(j)
of the 1934 Act (47 U.S.C. 309(j).".

SEC. 3002. AUCTION OF RECAPTURED ANALOG LICENSES.
(&) ANALOG SPECTRUM REVERSION.—

(1) LIMITATIONS ON TERMS OF ANALOG TELEVISION LICENSES
(“ReEVERSION DATE").—No analog television license may be re-
newed for a period that extends beyond the earlier of Decem-
ber 31, 2005 or one year after the date the Commission finds,
based on annual surveys conducted pursuant to paragraph (2),
that at least 95% of households in the United States have the
capability to receive and display television signals, other than
television signals transmitted pursuant to an analog television
license. Following such date, only advanced television licenses
shall be issued.

(2) ANNUAL sURVEY.—The Department of Commerce shall,
each calendar year from 1998 to 2005, conduct a survey to esti-
mate the percentage of households in the United States that
have the capability to receive and display television signals
other than signals transmitted pursuant to an analog tele-
vision license.
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(3) SPECTRUM REVERSION.—(A) The Commission shall ensure
that, as analog television licenses expire pursuant to para-
graph (a)(1), spectrum previously used for the broadcast of
analog television is reclaimed and organized in such manner as
to maximize the deployment of new and existing services.

(B) Licensees for new services shall be selected by competi-
tive bidding. The FCC shall complete the competitive bidding
procedure by March 1, 2002.

(4) MINIMUM SERVICE OBLIGATION.—(A) The Commission, by
regulation, shall establish procedures to ensure that, within
the year prior to the reversion date defined in paragraph (1),
the advanced television licensees shall provide each household
without the capability to receive and display television signals
other than television signals transmitted pursuant to an ana-
log television license, if such household requests, with the ca-
pability to receive and display advanced television service.

(B) Each advanced television service licensee shall provide,
each day for the duration of its license, at least one non-sub-
scription television service that meets or exceeds minimum
technical and other standards established by the Commission
as well as any other regulations pursuant to the Communica-
tions Act of 1934, as amended, and the Children’s Television
Act of 1990. In setting these minimum technical standards, the
Commission shall, to the extent technically feasible, ensure
that picture and audio quality are at least as good as provided
to recipients under current Commission rules for National Tel-
evision Systems Committee (NTSC) signals and shall adopt
such technical and other requirements as may be necessary or
appropriate to assure the quality of the signal used to provide
advanced television services, including regulations that set the
minimum number of hours per day that such signal must be
transmitted. The Commission shall revoke the license of any
advanced television licensee who fails to meet this condition of
the license. The Commission shall promulgate regulations to
assure the dissemination of converter boxes or devices nec-
essary to ensure access to digital TV to all households that de-
sire this access at a reasonable cost. The Commission in these
regulations shall—

(A) ensure that consumers receive only one such rebate
per household; and

(B) implement a mechanism by which responsibility for
cost sharing can be equitably allocated. To the extent pos-
sible, the digital converter boxes distributed in accordance
with this section shall utilize an affordable technology to
process digital signals for reception on analog television
sets.

(5) PuBLIC INTEREST OBLIGATION.—Nothing in this section
shall be construed as relieving an advanced television licensee
from its obligation to serve the public interest, convenience,
and necessity.

(b) DEFINITIONS.—AS used in this section—

(1) the term “advanced television services” means television
services provided using digital or other advanced technology to
enhance audio quality and video resolution, as further defined
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in the Opinion, Report, and Order of the Commission entitled
“Advanced Television Systems and Their Impact Upon the Ex-
isting Television Service,” MM Docket No. 87-268; and

(2) the term “analog television licenses” means licenses is-
sued pursuant to CFR 73.682 et seq. and in effect November
13, 1995.
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PART 1—FEDERAL PAYMENTS

SEC. 201. LIMITATION ON AVERAGE PER BENEFICIARY RATE OF
GROWTH IN FEDERAL FINANCIAL PARTICIPATION.
(8) IN GENERAL.—Title XIX of the Social Security Act is amend-
ed—
(1) by redesignating section 1931 as section 1932, and
(2) by inserting after section 1930 the following new section:

“LIMITATION ON FEDERAL FINANCIAL PARTICIPATION BASED ON
AVERAGE PER BENEFICIARY EXPENDITURES

“SEc. 1931. (a) AGGREGATE LIMIT.—

“(1) IN GENERAL.—Subject to the succeeding provisions of
this section, the total amount of payments in grant awards to
a State under section 1903(a) for the 4 quarters in each of fis-
cal years 1997 through 2002 shall not exceed the sum of the
limits, specified under paragraph (2), for each group of medic-
aid enrollees (as defined in subsection (b)(1)) for the State for
the fiscal year. Such payment limit shall be based on the total
net matchable medicaid expenditures for the State for the fis-
cal year as defined and specified under subsection (c)(4).

“(2) GrRour LIMITS.—The limit under this paragraph for a
group of medicaid enrollees for a State for a fiscal year is the
product of the following factors:

“(A) The average per enrollee matchable expenditure
limit for the group for the State for the fiscal year (deter-
mined under subsection (c)(1)).

“(B) The number of full-time equivalent individuals in
the group in the State in the fiscal year (determined under
subsection (d)).

“(C) The Federal medical assistance percentage for the
State for the fiscal year (as defined in section 1905(b)).

“(3) Exception for portion of medical assistance provided
under approved waivers.—

“(A) IN GENERAL.—InN the case of a State which provides
medical assistance under its State plan under this title
pursuant to a waiver granted under section 1115 (as of
[date of introduction of proposall) on a Statewide basis (or
under such a waiver that covers a substate area with a
population of at least 9 million), the Secretary shall pro-
vide for an adjustment in the application of this section so
that—

“(i) the limitation on total payments under para-
graph (1) does not apply to Federal financial participa-
tion attributable to the medical assistance (and related
administrative expenditures) provided under such a
waiver; and

“(ii) the average per enrollee matchable expenditure
limit established under subsection (c) and applicable
to a group of medicaid enrollees is equal to such limit
multiplied by the nonwaiver proportion (as defined in
subparagraph (B)) for that group.
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“(B) NONWAIVER PROPORTION.—INn subparagraph (A)(ii),
the ‘nonwaiver proportion’ for a group of medicaid enroll-
ees for a State for a fiscal year is the ratio of—

“(i) the amount of the Federal financial participation
that the Secretary estimates would have been ex-
pended (in the absence of this section) for medical as-
sistance (and related administrative expenditures) for
the group for the State for the fiscal year for items
and services not covered under the waiver, to

“(ii) the total amount of the Federal financial par-
ticipation that the Secretary estimates would have
been expended (in the absence of this section) for med-
ical assistance (and related administrative expendi-
tures) for the group for the State for the fiscal year
(whether or not covered under the waiver).

“(4) NO APPLICATION TO VACCINE PROGRAM.—Nothing in this
section shall be construed as applying any limitation to pay-
ments for the purchase and delivery of qualified pediatric vac-
cines under section 1928.

“(b) DEFINITIONS RELATING TO GROUPS OF MEDICAID ENROLL-
ees.—In this section:

“(1) IN ceNerAL.—Each of the following shall be considered
a separate ‘group of medicaid enrollees’

“(A) Nondisabled medicaid children.

“(B) Nondisabled medicaid adults.

“(C) Elderly medicaid beneficiaries.

“(D) Disabled medicaid beneficiaries.

“(2) NONDISABLED MEDICAID CHILDREN.—The term ‘non-
disabled medicaid child’ means a medicaid enrollee who—

“(A) is under 21 years of age,

“(B) is not the custodial parent of a child, and

“(C) is not a disabled medicaid beneficiary.

“(3) NONDISABLED MEDICAID ADULTS.—The term ‘nondisabled
medicaid adult’ means a medicaid enrollee who—

“(A) is under 65 years of age,

“(B) is not a disabled medicaid beneficiary, and

“(C)(i) is at least 21 years of age or (ii) is the custodial
parent of a child.

“(4) ELDERLY MEDICAID BENEFICIARY.—The term ‘elderly
medicaid beneficiary’ means a medicaid enrollee who is at least
65 years of age.

“(5) DISABLED MEDICAID BENEFICIARIES.—The term ‘disabled
medicaid beneficiary’ means a medicaid enrollee who—

“(A) is under 65 years of age, and

“(B) has been determined to meet the standards for
being blind or disabled under the supplemental income se-
curity program under title XVI.

“(6) MEDICAID ENROLLEE.—The term ‘medicaid enrollee’
means, with respect to a State medical assistance program
under this title, an individual who is enrolled with such pro-
gram, but does not include an individual who is eligible only
for medicare cost-sharing benefits under the program as—

“(A) a qualified medicare beneficiary (as defined in sec-
tion 1905(p)(1)),
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“(B) a qualified disabled and working individual (as de-
fined in section 1905(s)), or

“(C) an individual described in section 1902(a)(10)(E)(iii).

“(c) AVERAGE PER ENROLLEE MATCHABLE EXPENDITURE LIMIT;
ToTtaL NET MATCHABLE MEDICAID EXPENDITURES DEFINED.—

“(1) IN ceNERAL.—For purposes of this section, the average
‘per enrollee matchable expenditure limit’, for a group of med-
icaid enrollees for a State—

“(A) for fiscal year 1997 is equal to the average base per
enrollee amount (as defined under paragraph (2)(A)) for
the group for the State multiplied by the allowable growth
multiplier (under paragraph (3)) for each of fiscal years
1996 and 1997; and

“(B) for a succeeding fiscal year is equal to the per en-
rollee matchable expenditure limit under this paragraph
for the preceding fiscal year multiplied by the allowable
growth multiplier for that succeeding fiscal year.

Before the beginning of each of fiscal years 1997 through 2002,
the Secretary shall determine and publish each State’s average
per enrollee matchable expenditure limit under this paragraph
for each group of medicaid enrollees.

“(2) BASE PER ENROLLEE AMOUNT.—

“(A) IN GENERAL.—InN this section, the ‘base average per
enrollee amount’, for a group of medicaid enrollees for a
State, is equal to—

“(iy the sum of (i) the base medical assistance
amount (determined under subparagraph (C)) for the
group and State, and (ii) the base administrative cost
amount (determined under subparagraph (D)) for
group and the State; divided by

“(i1) the number of full-year equivalent medicaid en-
rollees in the group in the State in fiscal year 1995 (as
determined pursuant to subsection (d)).

“(B) DETERMINATION OF NET MATCHABLE MEDICAID EX-
PENDITURES FOR FISCAL YEAR 1995.—In order to determine
base average per enrollee amounts for a State, the Sec-
retary shall—

“(i) determine the amount of the total net matchable
medicaid expenditures (as defined in paragraph (4))
for the State for fiscal year 1995, and

“(ii) separately identify—

“(1) the portion of such amount attributable to
medical assistance, and
“(11) the portion of such amount attributable to
administrative costs.
The Secretary shall base the determination under clause
(i) on the expenditures reported by the State on line 11 of
HCFA Form 64 for the 4 quarters of fiscal year 1995, sub-
ject to the adjustments described in paragraph (4)(B)).

“(C) BASE MEDICAL ASSISTANCE AMOUNT FOR EACH
GRoupP.—For each State for each group of medicaid enroll-
ees, the Secretary shall determine a ‘base medical assist-
ance amount’ equal to the amount, of the portion of the
total net matchable medicaid expenditures for fiscal year
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1995 for the State attributed to medical assistance under
subparagraph (B)(ii)(l), that the Secretary finds is attrib-
utable to items and services furnished to individuals in
such group for the State .

“(D) BASE ADMINISTRATIVE COST AMOUNT FOR EACH
GRouP.—For each State for each group of medicaid enroll-
ees, the Secretary shall determine a ‘base administrative
cost amount’ equal to the amount that bears the same
ratio to the portion of the total net matchable medicaid ex-
penditures for fiscal year 1995 for the State attributed to
administrative costs under subparagraph (B)(ii)(Il) as the
base medical assistance amount for the group (as deter-
mined under subparagraph (C) for the State) bears to the
sum of the base medical assistance amounts for all the
groups for the State.

“(3) ALLOWABLE GROWTH MULTIPLIER.—In this subsection,
the ‘allowable growth multiplier’ for—

“(A) fiscal year 1996 is 6.5 percent.
“(B) fiscal year 1997 is 6.5 percent.
“(C) fiscal year 1998 is 6.5 percent.
“(D) fiscal year 1999 is 6.0 percent.
“(E) fiscal year 2000 is 5.5 percent.
“(F) fiscal year 2001 is 5.0 percent.
“(G) fiscal year 2002 is 4.5 percent.

“(4) EQUITY ADJUSTOR IN ALLOWABLE GROWTH MULTIPLIER

FOR

*

STATES WITH LOW PER CAPITA EXPENDITURES.—
“(A) FiscaL YEAR 1997.—If the [per beneficiary base

amount described in paragraph ( ) for the base fiscal

year] for a State for a [group of medicare enrollees]—

“(i) does not exceed 80 percent of the national,
weighted average of such [per beneficiary base
amounts] for such group for all States for the year,
then, the determining the per beneficiary limit for
such State and group for fiscal year 1997, the allow-
able growth multiplier for each of fiscal years 1996
and 1997 shall be increased by 2.0 percentage points;

“(ii) exceeds 80 percent, but does not exceed 90 per-
cent, of such national, weighted average, then, in de-
termining the per beneficiary limit for such State and
group for fiscal year 1997, the allowable growth multi-
plier for each of fiscal years

* * * * * *

“(4) TOTAL NET MATCHABLE MEDICAID EXPENDITURES.—

“(A) IN GENERAL.—In this section, the term ‘total net
matchable medicaid expenditures’ means, for a State for a
fiscal year, the total net expenditures for the State under
this title for the 4 quarters of the fiscal year for which pay-
ments may be made under section 1903, reduced by the
amount of such expenditures that the Secretary deter-
mines is attributable to expenditures described in sub-
section (e).

“(B) USE OF FORMS AND ADJUSTMENT.—The total net
matchable medicaid expenditures for a State for a fiscal
year shall be determined by the Secretary based on reports
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submitted by the State under section 1903 for quarters in
the fiscal year and as adjusted by the Secretary by Janu-
ary 31 of the succeeding fiscal year to take into account
disallowances and similar adjustments for expenditures
not described in subsection (e).

“(d) DETERMINATION OF NUMBER OF FULL-YEAR EQUIVALENT IN-
DIVIDUALS.—

“(1) IN GENERAL.—For purposes of this section, the number
of full-year equivalent individuals in each group of medicaid
enrollees for a State for a fiscal year shall be determined, sub-
ject to paragraphs (2) and (3), based on reports submitted by
the State of the Secretary.

“(2) PART-YEAR ENROLLEES.—In the case of individuals who
were not a medicaid enrollee for the entire fiscal year (or are
within a group of medicaid enrollees for only part of a fiscal
year), the number shall take into account only the portion of
the year in which they were such enrollees or within such
group.

“(3) SECRETARIAL OVERSIGHT.—In order to ensure the accu-
racy of the numbers reported by States under this subsection,
the Secretary is authorized—

“(A) to require documentation, whether on a sample or
other basis,

“(B) to audit such reports (or to require the performance
of independent audits), and

“(C) to revise the numbers so reported.

“(e) EXPENDITURES NOT SUBJECT TO (OR COUNTED IN) LIMITA-
TIoN.—For purposes of this section, the following expenditures (for
which payments may be made to a State under section 1903(a))
shall not be counted in computing base medical assistance amounts
or base administrative cost amounts under subsection (c)(2) and
Federal financial participation with respect to such expenditures
shall not be subject to the limit established under subsection (a)(1):

“(1) DISPROPORTIONATE SHARE PAYMENT ADJUSTMENTS.—EX-
penditures attributable to payment adjustments made under
section 1923.

“(2) MEDICARE CcOST-SHARING.—EXxpenditures for medical as-
sistance for medicare cost-sharing, as defined in section
1905(p)(3).

“(3) INDIAN HEALTH PROGRAMS.—Expenditures for medical
assistance for services provided by—

“(A) the Indian Health Service,

“(B) an Indian health program operated by an Indian
tribe or tribal organization pursuant to a contract, grant,
cooperative agreement, or compact with the Indian Health
Service pursuant to the Indian Self-Determination Act (25
U.S.C. 450 et seq.), and

“(C) an urban Indian health program operated by an
urban Indian organization pursuant to a grant or contract
with the Indian Health Service pursuant to title V of the
Indian Health Care Improvement Act (25 U.S.C. 1601 et
seq.).

“(4) INFORMATION SYSTEMs.—Expenditures described in sub-
paragraph (A)(i) and (B) of section 1903(a)(2).
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“(5) NURSING FACILITY PREADMISSION SCREENING, RESIDENT
REVIEW, AND SURVEY AND CERTIFICATION ACTIVITIES.—Expendi-
tures described in subparagraphs (C) and (D) of section
1903(a)(2).

“(6) SAVE.—Expenditures attributable to implementation of
the immigration status verification system (described in section
1137(d)) pursuant to section 1903(a)(4).

“(7) FRAUD AND ABUSE ACTIVITIES.—Expenditures for activi-
ties of State medicaid fraud control units pursuant to section
1903(a)(6).".

(b) ENFORCEMENT-RELATED PROVISIONS.—

(1) ASSURING ACTUAL PAYMENTS TO STATES CONSISTENT WITH
LIMITATION.—Section 1903(d) of such Act (42 U.S.C. 1396(d)) is
amended—

(A) in paragraph (2)(A), by striking “The Secretary” and
inserting “Subject to paragraph (7), the Secretary”, and
(B) by adding at the end the following new paragraph:

“(7)(A) The Secretary shall take such steps as are necessary to
assure that payments under this subsection for quarters in a fiscal
year (and for the entire fiscal year) are consistent with the limita-
tion established under section 1931 for the fiscal year. Such steps
may include limiting such payments for one or more quarters in a
fiscal year based on—

“(i) an appropriate proportion of the limitation under section
1931(a) for the fiscal year involved, and

“(if) numbers of individuals within each group of medicaid
enrollees, as reported under subparagraph (B) for a recent pre-
vious quarter.

“(B) Each State shall include, in its report filed under paragraph
(1)(A) for a calendar quarter—

“(i) the actual number of individuals within each group of
medicaid enrollees described in section 1931(b)(1) for the sec-
ond previous calendar quarter and (based on the data avail-
able) for the previous calendar quarter, and

“(ii) an estimate of such numbers for the calendar quarter in-
volved.

as well as expenditures (other than expenditures described in sec-
tion 1931(e)) attributable to each such group for such periods.

“(C) In order to implement section 1931 and this subsection, the
Secretary shall—

“(i) change HCFA Form 37 to require States to separate out
spending projections by groups of medicaid enrollees, and

“(ii) change HCFA Form 64 to include enrollment data and
to permit the attribution of expenditures to such groups.

The Secretary shall provide for the auditing of information reported
under clause (ii).

“(D) The Secretary shall take such actions as may be necessary
to assure the accuracy of the base per enrollee amounts determined
under section 1931(c)(2).".

(2) UPPER INCOME LIMIT ON “LESS RESTRICTIVE" ELIGIBILITY
METHODOLOGIES.—Section 1902(r)(2) of such Act (42 U.S.C.
1396a(r)(2)) is amended—
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(A) in subparagraph (A), by inserting “(except as pro-
vided in subparagraph (C))" after “no more restrictive”,
and

(B) by adding at the end the following new subpara-
graph:

“(C) The methodology described in subparagraph (A) shall not re-
sult in an income eligibility limit (based on gross income) that is
greater than the greater of—

“(i) 150 percent of the poverty line (as defined in section
673(2) of the Community Services Block Grant Act (42 U.S.C.
9902(2)), including any revision required by such section), or

“(ii) the income eligibility limit applicable under the State
plan in effect in fiscal year 1995 (taking into account any such
limit applicable under a waiver under section 1115).”.

(c) APPLICATION OF ENHANCED MATCHING RATE FOR DEVELOP-
MENT OF INFORMATION SYsTEMS.—Section 1903(a)(3)(A)(i) of such
Act (42 U.S.C. 1396b(a)(3)(A)(i)) is amended by inserting before the
comma at the end the following: “and including information sys-
tems necessary to assure compliance with reporting requirements
identified as necessary to carry out section of the [Omnibus
Budget Reconciliation Act of 1995]".

(d) CoNFORMING AMENDMENT.—Section 1903(a) of such Act (42
U.S.C. 1396b(a)), in the matter preceding paragraph (1), is amend-
ed by inserting “or section 1931"” after “except as otherwise pro-
vided in this section”.

(e) CONFORMING AMENDMENTS.—

(1) Section 1903(a) is amended in the matter preceding para-
graph (1) by inserting “or section 1931" after “except as other-
wise provided in the section”.

(2) Section 1903 is amended by adding after subsection (w)
the following new subsections:

“(x) Notwithstanding any other provision of this Act, no State
shall be entitled to payment under this title—

“(1) with respect to expenditures after September 30, 1996,
that exceed the limitation on Federal financial participation
specified in section 1931; or

“(2) with respect to an expenditure made or other obligation
incurred by a State before October 1, 1996, unless the State
has submitted to the Secretary, not later than June 30, 1997,
a claim for Federal financial participation in such expenditure
or obligation.”.

TITLE IV—MEDICARE SAVINGS

(b) AMENDMENTS TO SoclAL SECURITY AcT.—EXxcept as otherwise
specifically provided, whenever in this title an amendment is ex-
pressed in terms of an amendment to or repeal of a section or other
provision, the reference is considered to be made to that section or
other provision of the Social Security Act.
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PART 1—PROVISIONS RELATING TO PART A

SEC. 11101. UPDATES FOR PPS HOSPITALS.

(&) UpbpAaTE FAcTORs.—Section 1886(b)(3)(B)(i)) (42 U.S.C.
1395ww(b)(3)(B)(i)) is amended by striking subclauses (XII) and
(XI11) and inserting the following:

“(XI) for each of the fiscal years 1997 through 2000, the
market basket percentage increase minus 1.0 percentage
points for hospitals in all areas,

“(XT1) for fiscal years 2001 and 2002, the market basket per-
centage increase minus 1.5 percentage points for hospitals in
all areas, and

“(XIV) for fiscal year 2003 and each subsequent fiscal year,
the market basket percentage increase for hospitals in all
areas.”.

(b) ADJUSTMENTS FOR CASE Mix WHEN RECALIBRATING DRGS.—

(1) IN GENERAL.—Section 1886(d)(3) (42 U.S.C. 1395ww(d)(3))
is amended by adding at the end the following:

“(F) ADJUSTING FOR ESTIMATED CHANGE IN CASE MIX.—

“(i) IN GeENERAL.—Effective for discharges occurring in a
fiscal year in which the Secretary implements significant
changes (as defined by the Secretary) in the diagnosis-re-
lated group classification system and thereafter, the Sec-
retary may (subject to clause (ii)) adjust the standardized
amounts to take into account estimated case mix increase
not attributable to real case mix increase anticipated to
occur during the fiscal year to which the standardized
amounts apply.

“(ii) REFINEMENT.—With regard to the adjustment de-
scribed in clause (i), if the Secretary determines, based on
data taken from the fiscal year to which the adjustment
applied, that the amount of the adjustment varied from
the actual amount of case mix increase not attributable to
real case mix increase by more than 0.25 percentage
points, the Secretary shall make a prospective adjustment
to the standardized amounts to correct for the variance.”.

(2) PROPAC RECOMMENDATIONS.—Section 1886(e)(2)(A) (42
U.S.C. 1395ww(e)(2)(A)) is amended by adding at the end the
following: “With respect to subsection (d) hospitals, the Com-
mission’s recommendation regarding the appropriate percent-
age change shall take into account the anticipated difference
during the fiscal year between the change in the average
weighting factor and the change in real case mix.”.

SEC. 11102. MAINTAINING SAVINGS FROM TEMPORARY REDUCTION IN
PPS CAPITAL RATES.

Section 1886(g)(1)(A) (42 U.S.C. 1395ww(g)(1)(A)) is amended by
adding at the end the following: “In addition to the reduction de-
scribed in the preceding sentence, for discharges occurring after
September 30, 1995, the Secretary shall reduce by 15.7 percent the
unadjusted standard Federal capital payment rate (as described in
section 412.308(c) of volume 42 of the Code of Federal Regulations),
as in effect on September 30, 1995) and shall reduce by 15.7 per-
cent the unadjusted hospital-specific rate (as described in section
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412.328(e)(1) of volume 42 of the Code of Federal Regulations), as

in effect on September 30, 1995).”.

SEC. 11103. REDUCTIONS IN DISPROPORTIONATE SHARE PAYMENT
ADJUSTMENTS.

(@) 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:

“(ix) FISCAL YEAR 1999 AND LATER.—For discharges occur-
ring on or after October 1, 1998, the payment amount oth-
erwise determined under clause (ii) shall be reduced by 10
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 inserting the following before the
period: “, and the Secretary shall not take into account any reduc-
tions in the amount of such additional payments resulting from the
amendments made by section 11103(a) of the Balanced Budget Act
of 1995 for Economic Growth and Fairness”.

SEC. 11104. REDUCTION IN ADJUSTMENT FOR INDIRECT MEDICAL
EDUCATION.

(&8 IN  GENERAL.—Section  1886(d)(5)(B)(ii) (42 U.S.C.
1395ww(d)(5)(B)(ii)) is amended by striking all after “occurring”
and inserting the following: “the indirect teaching adjustment fac-
tor for discharges occurring—

“(1) on or after January 1, 1996, and before October 1,
1996, is equal to 1.77 x (((1+r) to the nth power) — 1),

“(I1) during fiscal years 1997 through 1999, is equal to
1.67 x (((1+r) to the nth power) — 1),

“(I1) during the fiscal year 2000, is equal to 1.55 x
(((2+r) to nth power) — 1), and

“(IV) during the fiscal years beginning with 2001, is
equal to 1.47 x (((1+r) to the nth power) — 1),

where ‘r’ is the ratio of the hospital's full-time equivalent in-
terns and residents to beds in ‘n’ equals .405.".

(b) 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 adding at the end the following:
“, except that the Secretary shall not take into account any reduc-
tions In the amount of additional payments under subsection
(d)(5)(B)(ii) resulting from the amendments made by section
11104(a) of the Balanced Budget Act of 1995 for Economic Growth
and Fairness,”.

() ALTERNATIVE TO RESTANDARDIZATION OF CosTs.—Section
1886(d)(3)(A) (42 U.S.C. 1395ww(d)(3)(A)) is amended by adding at
the end the following:

“(vi) ALTERNATIVE TO RESTANDARDIZATION OF
cosTs.—Notwithstanding clauses (i) through (v), if
changes in the amount of payment under subsections
(d)(B)(E), (d)(5)(B), or (d)(5)(F) would otherwise require
the Secretary top restandardize hospital costs under
subsection (d)(2)(C), the Secretary may compute pay-
ments amounts under the subparagraph in a manner
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that assures the aggregate payments under this sub-
section in a fiscal year not greater or less than those
that would have been made in the year if the Sec-
retary had restandardized hospital costs under sub-
section (d)(2)(C).".
(d) EFFecTiVE DATE.—The amendments made by the previous
subsections apply to discharges occurring after 1995.
SEC. 11105. REVISIONS IN DETERMINATION OF AMOUNT OF PAYMENT
FOR MEDICAL EDUCATION.
(a) INDIRECT MEDICAL EDUCATION.—

(1) IN GENERAL.—Section 1886(d)(5)(B) (42 U.S.C.
1395ww(d)(5)(B)) is amended—

(A) in clause (ii) (as amended by section 111104(a) of the
Act), by inserting before the period ", subject to clause
(vii)”, and

(B) by adding at the end the following:

“(v) LIMITATIONS ON NUMBERS OF INTERNS AND RESIDENTS.—
In determining such adjustment with respect to a hospital for
discharges occurring on or after October 1, 1995—

“(I) except as provided in clause (vi), the total number of
interns and residents may not exceed the number of in-
terns and residents with respect to the hospital’s cost re-
porting period ending on or before December 31, 1995, and

“(I1) except as provided in subclause (vi), the number of
interns and residents who are not who are not primary
care residents as defined in section 1886 (h)(5)(H) or resi-
dents in obstetrics and gynecology, may not exceed the
number of such residents as of such cost reporting period.

“(vi) ADJUSTMENTS TO LIMITS.—The Secretary shall adjust
the number of interns and residents in clause (v)—

“(I) by applying a weighting factor of 0.50 with respect
to each intern or resident who was not in an initial resi-
dency period as defined in Section 1886(h)(5)(F),

“(I) by including any interns and residents that qualify
under clause (iv), and

“(111) as appropriate, where a hospital has a significant
increase in the number of primary care or obstetrics and
gynecology interns and residents after June 30, 1995.

“(vii) LIMITATION ON RESIDENT-TO-BED RATIO.—FOr purposes
of clause (ii), ‘'r may not exceed the ratio of the number of in-
terns and residents as determined under clause (v) with re-
spect to the hospital for its most recent cost reporting period
ending on or before December 31, 1995, to the hospital’'s avail-
able beds (as defined by the Secretary) during such cost report-
ing period.”.

(2) PAYMENT FOR INTERNS AND RESIDENTS PROVIDING OFF-
SITE  SERVICES.—Section 1886(d)(5)(B)(iv) (U.S.C. 42
1395ww(d)(5)(B)(iv) is amended to read as follows:

“(iv) OFF-sITE SerVICES.—AIl the time spent by an
intern or resident in patient care activities under an
approved medical residency training program shall be
counted towards the determination of full-time equiva-
lency at an entity in a non-hospital setting, if the hos-
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pital incurs all, or substantially all, of the costs for the
training program in that setting.”.

(b) DIRECT MEDICAL EDUCATION.—

(1) LIMITATION OF NUMBER OF RESIDENTS.—Section
1886(h)(4) (42 U.S.C. 1395ww(h)(4)) is amended by adding at
the end the following:

“(F) LIMITATION OF 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—

“(i)y the total number of full-time equivalent resi-
dents (as determined under this paragraph) with re-
spect to an approved medical residency training pro-
gram may not exceed the number of full-time equiva-
lent residents with respect to the ending on or before
December 31, 1995, and

“(ii) the number of a hospital’'s full-time-equivalent
residents as determined under this paragraph who are
not primary care residents (as defined in paragraph
(5)(H)) or residents in obstetrics and gynecology may
not exceed the number of such residents as of such
cost reporting period.

“(G) ADJUSTMENTS TO LIMITATIONS.—The Secretary may
adjust the limitations specified in subparagraph (F) if a
hospital has a significant increase in the number of pri-
mary care or obstetrics and gynecology interns or residents
after June 30, 1995.".

(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 through
2000".

(3) PERMITTING PAYMENT TO NON-HOSPITAL PROVIDERS.—Sec-
tion 1886 (42 U.S.C. 1395ww)) is amended by adding at the
end the following:

“(j) PAYMENT TO NON-HoOsPITAL PrROVIDERS.—Beginning with cost
reporting periods beginning on or after July 1, 1996, the Secretary
may make payments (in such amounts and in such form, and from
each of the trust funds under this title, as the Secretary considers
appropriate) to Federally Qualified Health Centers (as defined in
section 1861(aa)(4)) and Rural Health Clinics (as defined in section
1861(aa)(2)) and eligible organizations with contracts under part C
for the direct costs of medical education, if such costs are incurred
in the operation of an approved medical residence training program
described in subsection (h). The Secretary may designate additional
entities as eligible organizations for such payments as the Sec-
retary determines to be appropriate.”.

(c) AppLICATION TO CosT CONTRACTS.—Section 1886(j) of the So-
cial Security Act (42 U.S.C. 1395ww(j)) (as added by subsection
(b)(3) of this section) applies to contracts under section 1876(h) of
that Act (42 U.S.C. 1395mm).

(d) EFFecTivE DATE.—The amendments made by the previous
subsections apply to hospital cost reporting periods beginning on or
after October 1, 1995.
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(e) CommissIiON OoN MEDICAL EDUCATION AND WORKFORCE PRIOR-
ITIES.—

(1) IN GeENERAL.—There is established within the Depart-
ment of Health and Human Services a Commission to be
known as the National Commission on Medical Education and
Workforce Priorities (hereafter in this subsection referred to as
the “Commission”).

(2) DuTties.—The Commission shall have the following re-
sponsibilities:

(A) To develop and recommend to the Secretary specific
policies to address the preservation of the research and
educational capacity of the Nation’s academic health cen-
ters and the supply, composition, and support of the future
health care workforce. The Commission shall examine—

(i) the financing of graduate medical education,

(if) issues relating to children’s and specialty hos-
pitals,

(iii) policies regarding international medical school
graduates, and

(iv) the relationship of graduate medical education
funding and service-generated income.

(B) To make recommendations concerning the most effec-
tive allocation of training resources to ensure that the
numbers and competencies of health care professionals are
responsive to the Nation’s needs.

(3) CoMPOSITION.—

(A) QuALIFICATIONS.—The Commission shall consist of
15 members appointed by the Secretary, and shall to the
extent feasible include—

(i) individuals nationally recognized for expertise in
health economics, medical education financing, medi-
cal practice, issues relating to the composition of the
health care workforce, research on and development of
technological and scientific advances in health care,
and other related fields; and

(i) health care professionals including physicians
(both faculty and non-faculty), consumers, a dean and
a chief executive officer or an academic health center
or a teaching hospital, and representatives from
health insurance organizations, managed care organi-
zations, and medical workforce accrediting organiza-
tions.

(B) NATIONAL REPRESENTATION.—TO0 the extent feasible,
the membership of the Commission—

(i) shall represent the various geographic regions of
the United States,

(ii) shall reflect the racial, ethnic, and gender com-
position of the United States; and

(iii) shall be broadly representative of medical
schools, academic health centers, teaching hospitals,
and schools involved in the training of non-physician
providers of health services.
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(4) Terms oF ofFFice.—Members of the Commission shall
first be appointed no later than July 1, 1996, for a term of two
and one half years.

(5) Ex ofFFicio MEMBERS.—In addition to the members ap-
pointed pursuant to paragraph (3), the Commission shall in-
clude—

(A) the Secretary of Health and Human Services, the
Secretary of Veterans Affairs, and the Secretary of Defense
(or a designee of each such official); and

(B) such additional individuals as may be designated by
the Secretary from among Federal officers or employees.

(6) CHAIR.—The Secretary shall designate an individual from
among the members appointed pursuant to paragraph (3)(A) to
serve as the chair of the Commission.

(7) QuorumMm.—Nine members of the Commission shall con-
stitute a quorum, but a lesser number may hold hearings.

(8) VAcaNciEs.—AnNy vacancy in the Commission shall not
affect its power to function.

(9) CompENsATION.—Each member of the Commission who is
not otherwise employed by the United States Government shall
receive compensation at a rate equal to the daily rate pre-
scribed for GS—18 under the General Schedule under section
5332 of title 5, United States Code, for each day, including
travel time, such member is engaged in the actual performance
of duties as a member of the Commission. A member of the
Commission who is an officer or employee of the United States
Government shall serve without additional compensation. All
members of the Commission shall be reimbursed for travel,
subsistence, and other necessary expenses incurred by them in
the performance of their duties.

(10) CERTAIN AUTHORITIES AND DUTIES.—In order to carry
out the provisions of this subsection, the Commission is au-
thorized to—

(A) collect such information, hold such hearings, and sit
and act at such times and places, either as a whole or by
subcommittee, and request the attendance and testimony
of such witnesses and the production of such documents as
the Commission may consider advisable; and

(B) request the cooperation and assistance of Federal de-
partments, agencies, and instrumentalities, and such de-
partments, agencies, and instrumentalities are authorized
to provide such cooperation and assistance.

(11) ReporTs.—The Commission shall submit to the Sec-
retary a preliminary report not later than July 1, 1997, and a
final report not later than July 1, 1998, making recommenda-
tions on the matters specified in paragraph (2).

(12) TERMINATION.—The Commission shall terminate as of
December 31, 1998.

(13) AUTHORIZATION OF APPROPRIATIONS.—There is author-
ized to be appropriated to the Secretary of Health and Human
Services for use in carrying out this subsection not more than
$250,000 for each of fiscal years 1996, 1997, 1998. Funds ap-
propriated for fiscal year 1998 shall remain available until ex-
pended.
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SEC. 11106. ELIMINATION OF IME AND DSH PAYMENTS ATTRIBUTABLE
TO OUTLIER PAYMENTS.

(&) INDIRECT MEDICAL EbDucaTioN.—Section 1886(d)(5)(B)(i)(I)
(42 U.S.C. 1395ww(d)(5)(B)(i)()) is amended by inserting “, for
cases qualifying for additional payment under subparagraph (A)(i),”
before “the amount paid to the hospital under subparagraph (A)”".

(b) DISPROPORTIONATE SHARE ADJUSTMENTS.—Section
1886(d)(5)(F)(ii)(1) (42 U.S.C. 1395ww(d)(5)(F)(ii)(1)) is amended by
inserting “, for cases qualifying for additional payment under sub-
paragraph (A)(i),” before “the amount paid to the hospital under
subparagraph (A)".

(c) CosT OuTLIER PAYMENTS.—Section 1886(d)(5)(A)(ii) (42 U.S.C.
1395ww(d)(5)(A)(ii)) is amended by striking “exceed the applicable
DRG prospective payment rate” and inserting “exceed the sum of
the applicable DRG prospective payment rate plus any amounts
payable under paragraphs (d)(5)(B) and (d)(5)(F)".

(d) EFFecTive DATE.—The amendments made by the previous
subsections apply to discharges occurring on or after October 1,
1995.

SEC. 11107. TREATMENT OF TRANSFER CASES.

Section 1886(d)(5)(1) (42 U.S.C. 1395ww(d)(5)(I)) of the Act is
amended by adding at the end the following:

“(iii) CeErRTAIN TRANSFERS.—Effective for discharges occurring on
or after October 1, 1995, transfer cases (as otherwise defined by the
Secretary) shall also include cases in which a patient is transferred
from a subsection (d) hospital to a hospital or hospital unit that is
not a subsection (d) hospital (under section 1886(d)(1)(B) and im-
plementing regulations) or to a skilled nursing facility for the pur-
pose of receiving extended care services.”.

SEC. 11108. MORATORIUM ON NEW LONG TERM CARE HOSPITAL EX-
CLUSIONS.

Section 1886(d)(1)(B)(iv) (42 U.S.C. 1395ww(d)(1)(B)(iv)) is
amended by inserting “(and had such an average on the date of en-
actment of the Balanced Budget Act of 1995 for Economic Growth
and Fairness)” before the comma.

SEC. 11109. PAYMENTS TO HOSPITALS EXCLUDED FROM PPS.

(a) REbucTIoNs IN UPDATES.—Section 1886(b)(3)(B)(ii) (42 U.S.C.
1395ww(b)(4)(B)(ii)) is amended—

(1) in subclause (V)
(A) by striking “through 1997” and inserting “through
1995”, and
(B) by striking “and”,
(2) by renumbering subclause (V1) as (VIII), and
(3) by inserting after subclause (V) the following:
“(VI) fiscal years 1996 through 2000, the market basket per-
centage increase minus 1.0 percentage point,
“(VII) fiscal years 2001 and 2002, the market basket percent-
age increase minus 1.5 percentage points, and”.

(b) REBASING FOR PPS-EXEMPT HosPiTALS.—Section
1886(b)(3)(A) (42 U.S.C. 1395ww(b)(3)(A)) is amended to read as
follows:

“(3)(A) TARGET AMOUNT.—
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“(i) CALCULATION OF TARGET AMOUNT.—Subject to clauses (ii)
and (iii), and except as provided in subparagraphs (C), (D), and
(E), for purposes of this subsection, the term ‘target amount’
means—

“(I) with respect to the first 12-month cost reporting pe-
riod in which this subparagraph is applied to the hospital,
the average allowable operating costs of inpatient hospital
services (as defined in subsection (a)(4)) recognized under
this title for such hospital for the hospital’'s two most re-
cent 12-month cost reporting periods beginning on or after
October 1, 1990, subject to the floor and ceiling for target
amounts as specified in clause (ii), and increased by the
applicable percentage increases under subparagraph (B)(ii)
for the hospital’s succeeding cost reporting periods begin-
ning before fiscal year 1996, or

“(I1) with respect to a later cost reporting period, the tar-
get amount for the preceding cost reporting period, in-
creased by the applicable percentage increase under sub-
paragraph (B)(ii).

“(ii) FLOOR AND CEILING.—Subject to clause (iii), the target
amount determined under this subparagraph for a hospital or
unit shall not be less than 70 percent nor more than 150 per-
cent of the national mean (adjusted by an appropriate wage
index) of the operating costs of inpatient hospital services de-
termined under this paragraph for hospitals (and units thereof
as applicable) of each type of hospital described in subsection
(d)(1)(B) for the cost reporting periods noted in clause (i)(I) and
updated by the applicable percentage increase under subpara-
graph (B)(ii).

“(iif) NEw HosPITALS.—In the case of a hospital that does not
have a cost reporting period beginning before October 1,
1990—

“(I) with respect to cost reporting periods beginning dur-
ing the hospital's first two fiscal years of operation, the
amount of payment made under this title with respect to
operating costs of inpatient hospital services (as defined in
subsection (a)(4)) shall be the reasonable costs for provid-
ing such services, except that such amount may not exceed
150 percent of the national mean as determined and up-
dated in clause (ii),

“(I1) with respect to a later cost reporting period, clauses
(i) and (ii) shall apply to such hospital except that the tar-
get amount for the hospital shall be the average allowable
operating costs of inpatient hospital services (as defined in
subsection (a)(4)) recognized under this title for the hos-
pital’s first two 12-month cost reporting periods beginning
at least one year after the hospital accepts its first pa-
tient.”.

(c) EXCEPTIONS AND ADJUSTMENTS.—Section 1886(b)((4)(A)(i) (42
U.S.C. 1395ww(b)(4)(A)(i)) is amended by inserting the following
after the first sentence: * * *

* * * * * * *
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SEC. 11110. REDUCTIONS TO CAPITAL PAYMENTS FOR PPS-EXEMPT
HOSPITALS.

Section 1861(v)(1) (42 U.S.C. 1395x(v)(1)) is amended by adding
at the end the following new subparagraph:

“(T) REDUCTIONS FOR PPS-EXEMPT HOSPITALS.—Such regula-
tions shall provide that, in determining the amount of the pay-
ments that may be made under this title with respect to the
capital-related costs of inpatient hospital services furnished by
a hospital that is not a subsection (d) hospital (as defined in
section 1886(d)(1)(B)) or a subsection (d) Puerto Rico hospital
(as defined in section 1886(d)(9)(A)), the Secretary shall reduce
the amounts of such payments otherwise established under
this title by 15 percent for payment attributable to portions of
cost reporting periods occurring during each of the fiscal years
1996 through 2005.".

SEC. 11111. MAINTAINING SAVINGS RESULTING FROM TEMPORARY
FREEZE ON PAYMENT INCREASES FOR SKILLED NURSING
FACILITIES.

(a) BAsING UPDATES TO PER DIEM CoOST LIMITS EFFECTIVE FOR
FiscaL YEAR 1996 oN LIMITS FOR FIscAL YEAR 1993.—

(1) IN GeENERAL.—The last sentence of section 1888(a) (42
U.S.C. 1395yy(a)) is amended by adding at the end the follow-
ing: “, except that the limits effective October 1, 1995 shall be
based on the limits effective on October 1, 1992 and shall not
take into account any changes in the routine service costs of
skilled nursing facilities occurring during cost reporting peri-
ods 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 making any adjustments
pursuant to section 1888(c) of the Social Security Act.

(b) PAYMENTS DETERMINED ON PROSPECTIVE Basis.—Prospective
payments made to skilled nursing facilities under section 1888(d)
of the Social Security Act for cost reporting periods beginning on
or after October 1, 1995, shall be based on the rates effective for
cost reporting periods beginning October 1, 1992, and before Octo-
ber 1, 1993, and shall 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.

SEC. 11112. INTERIM PROSPECTIVE PAYMENT FOR SKILLED NURSING
FACILITIES.

(a) IN GENERAL.—Section 1888 (42 U.S.C. 1395yy) is amended by
adding at the end the following:

“(e) PAYMENT ON AN INTERIM PROSPECTIVE BAsis.—The Secretary
shall, for cost reporting periods beginning on or after October 1,
1996, provide for payment for routine service costs (excluding cap-
ital-related costs) of extended care services in accordance with a
prospective payment system established by the Secretary in the
amounts provided in subsection (f), subject to the exceptions and
limitations in subsections (g) and (h).

“(f) DETERMINATION OF PAYMENT AMOUNTS.—

“(1) PER DIEM BASIs.—The amount of payment under sub-
section (e) shall be determined on a per diem basis.
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“(2) USE OF BASE YEAR COSTS UPDATED BY MARKET BASKET.—
The Secretary shall compute the routine service costs per diem
in a base year (determined by the Secretary) for each skilled
nursing facility, and shall update the per diem rate on the
basis of a market basket, excluding increases in routine service
costs associated with fiscal year 1994 and fiscal year 1995, and
other factors as the Secretary determines appropriate.

“(3) LIMITATION ON BASE YEAR COSTS.—The base year routine
service costs used to determine the per diem rate applicable to
a skilled nursing facility may not exceed the following limits:

“(A) RUrRAL AREAs.—With respect to skilled nursing fa-
cilities located in rural areas, the limit shall be equal to
112 percent of the mean per diem routine service costs in
a base year (determined by the Secretary) for freestanding
skilled nursing facilities located in rural areas within the
same region.

“(B) URBAN AREAs.—With respect to skilled nursing fa-
cilities located in urban areas, the limit shall be equal to
112 percent of the mean per diem routine service costs in
a base year (determined by the Secretary) for freestanding
skilled nursing facilities located in urban areas within the
same region.

“(C) DeriNITIONS.—For purposes of this subsection,
urban and rural areas shall be determined in the same
manner as for purposes of subsection (a), and the term “re-
gion” shall have the same meaning as under section
1886(d)(2)(D).

“(D) WAGE ADJUSTMENTS.—In establishing limits under
this subsection, the Secretary may make appropriate ad-
justments to the labor-related portion of the costs based
upon on a wage index and other factors as the Secretary
determines appropriate.

“(4) NEwW SKILLED NURSING FAcCILITIES.—Skilled nursing fa-
cilities entering the Medicare program subsequent to the base
period, determined in subsection (f)(1), shall receive a routine
payment rate equal to the mean per diem routine costs of
skilled nursing facilities in the urban or rural area in which
they are located by region. The Secretary shall compute these
payment rates using per diem costs in a base year (determined
by the Secretary) and shall update the rates on the basis of a
market basket and other factors as the Secretary determines
appropriate.

“(5) Low MEDICARE VOLUME FACILITIES.—Effective for cost
reporting periods beginning on or after October 1, 1996, low
Medicare volume skilled nursing facilities, as described in sub-
section (d), shall receive payment for routine service costs as
otherwise set forth in subsections (e) through (j), except that
they may elect to receive payment on the basis of the rates de-
scribed in subsection (f)(4).

“(6) CASE MIX ADJUSTMENTS.—The Secretary may make pro-
spective adjustments to the routine payment rates to account
for changes in facility patient mix (case mix) as the Secretary
determines appropriate. Such adjustments shall be made in a
manner which does not increase expenditures for the routine
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costs of skilled nursing facility services beyond what would
otherwise occur.

“(g) HoLb HARMLESS PAYMENTS.—

“(1) IN GENERAL.—Subject to paragraphs (2) and (3), a facili-
ty's per diem payment rate based on the application of sub-
sections (e) and (f) is the greater of—

“(A) its per diem payment amount in the base year, and

“(B) its base year cost per diem up to the regional limit
plus any exception amounts that may have been granted
in the base year (adjusted by the market basket).

“(2) LimiT.—The payment rate determined under paragraph
(2) shall not exceed the facility’s cost per diem incurred in the
base year adjusted by the market basket.

“(3) NEw ENTITY EXCEPTION.—Subparagraph (1)(A) does not
apply if the per diem payment amount in the base year was
determined on the basis of an exemption under subsection
(H(4).

“(h) UpPER LIMITS ON REAsONABLE CosTs.—The Secretary, in
making determinations on the reasonable costs (both capital and
operating) of ancillary services provided by skilled nursing facilities
under part A, shall utilize as an upper limit, the carrier fee sched-
ules applicable to such services as specified in sections 1834 and
1848. This subsection shall not have the effect of mitigating other
limits on the reasonable costs of ancillary services currently in ef-
fect under Part A such as those specified in section 1861(v)(5)(A).

“(i) ELIMINATION OF EXCEPTIONS AND EXEMPTIONS.—EXceptions,
as described in subsection (c), and exemptions, as described in the
applicable regulations, are eliminated for cost reporting periods be-
ginning on or after October 1, 1996.".

(b) CoNSOLIDATED BILLING AND UNIFORM CODING.—

(1) IN GENERAL.—Section 1862(a) (42 U.S.C. 1395y(a)) is
amended—

(A) by striking “or” at the end of paragraph (14),

(B) by striking the period at the end of paragraph (15)
and adding a semicolon, and

(C) by inserting after paragraph (15) the following:

“(16) which are other than physicians’ services, services de-
scribed by sections 1861(s)(2)(K)(i) through (iii), certified nurse-
midwife services, qualified psychologist services, and services
of a certified registered nurse anesthetist, and which are fur-
nished to an individual who is a resident of a skilled nursing
facility by an entity other than the skilled nursing facility, un-
less the services are furnished under arrangements (as defined
in section 1861(w)(1)) with the entity made by the skilled nurs-
ing facility; or

“(17) which are on a claim submitted by a skilled nursing fa-
cility under this title, unless the claim uses the HCFA common
procedure coding system.”.

(2) CONFORMING AMENDMENT.—Section 1866(a)(1)(H) (42
U.S.C. 1395cc(a)(1)(H)) is amended—

(A) by striking “(i)” and inserting “(l)” and striking “(ii)”
and inserting “(11)”,

(B) by striking “(H)” and inserting “(H)(i)", and

(C) by adding at the end the following:
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“(ii) in the case of skilled nursing facilities which provide services
for which payment may be made under this title, to have all items
and services (other than physicians’ services, and other than serv-
ices described by section 1861(s)(2)(K)(i) through (iii), certified
nurse-midwife services, qualified psychologist services, and services
of a certified registered nurse anesthetist)—

“(I) that are furnished to an individual who is a resident of
the skilled nursing facility, and

“(11) for which the individual is entitled to have payment
made under this title, furnished by the skilled nursing facility
or otherwise under arrangements (as defined in section
1861(w)(1)) made by the skilled nursing facility,”.

(3) EFFeECTIVE DATE.—the amendments made by the preced-
ing paragraphs are effective for services furnished on or after
October 1, 1996.

SEC. 11113. FULL PROSPECTIVE PAYMENT SYSTEM FOR SKILLED
NURSING FACILITIES.

(a) IN GENERAL.—Section 1888 (42 U.S.C. 1395yy) is amended by
striking subsections (e) through (i) (as added by section 11112(a) of
this Act) and adding the following:

“(e) FuLL PROSPECTIVE PAYMENT SYSTEM.—

“(1) IN GENERAL.—The Secretary shall provide for payment
for all costs of extended care services (including routine service
costs, ancillary costs, and capital related costs) in accordance
with a prospective payment system established by the Sec-
retary.

“(2) BUDGET sAVINGS.—Prior to implementing the prospec-
tive payment system described in paragraph (1) in a budget
neutral fashion, the Secretary shall reduce, by 7 percent, the
per diem rates for routine costs, and the reasonable costs for
ancillary services and capital for skilled nursing facilities as
such rates and costs are in effect on September 30, 1998.".

(b) EFFecTIVE DATE.—The amendments made by the preceding
subsection apply to cost reporting periods beginning on or after Oc-
tober 1, 1998.

SEC. 11114. SALARY EQUIVALENCY GUIDELINES FOR THERAPY SERV-
ICES.

Section 1861(v)(5) (42 U.S.C. 1395x(v)(5)) is amended—

(1) by redesignating subparagraph (B) as subparagraph (D),

(2) in subparagraph (D), as redesignated, by adding “(B), or
(C),” after “subparagraph (A),”,

(3) by inserting the following after subparagraph (A):

“(B) SALARY EQUIVALENCY GUIDELINES FOR THERAPY SERVICES.—

“(i) IN ceNerRAaL.—Effective for services furnished on or after
January 1, 1996, the Secretary shall establish guidelines relat-
ing to occupational therapy services and speech-language pa-
thology services, and revise guidelines established under the
subparagraph (A) relating to respiratory therapy services and
physical therapy services using the methodology described in
clause (ii).

“(ii) CALCULATION OF AMOUNTS.—The guidelines for each
therapy shall be equal to the sum of:
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“(I) the sum of an hourly salary rate, plus fringe bene-
fits, plus a rental expense factor (in the same base year),
and

“(I1) an overhead factor (excluding rental expenses)
equal to 28 percent of the amount determined in subclause
(1),

adjusted by geographical area using the methodology contained
in the final regulation of the Secretary of Health and Human
Services published on page 44928 of volume 48 of the Federal
Register on September 30, 1983, updated annually from the
base year to the current year by an inflation factor.

“(iii) DATA.—The data used in establishing the guidelines
under clause (ii) shall be:

“(I) in the case of hourly salary rates, for each therapy,
the 75th percentile of salaries paid to therapists working
full-time in an employment relationship in the area, from
the most recent available Bureau of Labor Statistics (BLS)
hospital salary data for each, increased by 10 percent,

“(I1) in the case of fringe benefits, for each therapy, an
aggregate factor derived from hospital cost reports ending
in fiscal year 1991 for BLS survey areas used in subclause
OF

“(I) in the case of the rental expense factor, for each
therapy, an amount derived from local area rental income
data compiled by the Building Owners and Managers As-
sociation International for 1991, for BLS survey areas used
in subclause (1),

“(1V) in the case of the inflation factor, for each therapy,
an amount equal to the average of Employment Cost Indi-
ces for wages and benefits of Civilian Hospital, Profes-
sional Technical and Clerical Workers, and Private Execu-
tives, Administrators and Managers, and the Consumer
Price Indices-Urban for Housing and all items less food
and energy, weighted by the relative proportion that each
component represents of the guidelines amounts.

“(C) Use oF ApDITIONAL DATA.—Nothing in subparagraph (B)
shall preclude the Secretary from updating the guidelines using
such data sources and methodology as the Secretary determine to
be appropriate, except that any changes to the data sources will be
made through rulemaking in a manner that does not increase ag-
gregate spending for such services beyond what would otherwise
occur.”, and

(4) by adding at the end the following:

“(E) No EXCEPTION FOR PREVIOUS CONTRACTS.—In applying limi-
tations under section 1861(v)(5), the Secretary shall not recognize
an exception for a provider that entered into a written binding con-
tract or contingency contract with a therapist, provider or other or-
ganization prior to the date the initial guidelines are published.”.
SEC. 11115. REMOVAL OF GRADUATE MEDICAL EDUCATION, INDIRECT

MEDICAL EDUCATION, AND DISPROPORTIONATE SHARE

HOSPITAL PAYMENTS FROM THE CALCULATION OF THE

ADJUSTED AVERAGE PER CAPITA COST.

(@) ExcrLusioN oF GRADUATE MEDICAL EDUCATION, INDIRECT
MEDICAL EDUCATION, AND DISPROPORTIONATE SHARE HOSPITAL
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PAYMENTS FROM THE CALCULATION OF THE ADJUSTED AVERAGE
PER CaAPITA CosT.—Section 1851H(2) (as added by subtitle B of
this title) is amended by adding at the end the following: “Starting
in calendar year 1998, the AAPCC shall not include estimated
amounts that would have been paid for indirect medical education
costs under section 1886(d)(5)(B), disproportionate share payment
adjustments under section 1886(d)(5)(F), and direct graduate medi-
cal education costs under section 1886(h).”.

(b) PAYMENTS FOR GRADUATE EDuUcCATION PROGRAMS.—Section
1851F (as added by subtitle B of this title) is amended by adding
at the end the following:

“(k) PAYMENTS FOR GRADUATE MEDICAL EDUCATION PROGRAMS.—

“(1) ADDITIONAL PAYMENTS.—

“(A) ADDITIONAL PAYMENT TO BE MADE.—Starting in cal-
endar year 1998, each contract with an eligible organiza-
tion under this section shall provide for an additional pay-
ment for Medicare’'s share of allowable direct graduate
medical education costs incurred by such organization for
an approved medical residency program.

“(B) LIMITATION FOR RISK CONTRACTS.—The sum of such
payments to all eligible organizations having a risk con-
tract under this section shall not exceed 75 percent of the
amount that would otherwise have been payable to the or-
ganization if the estimated amounts for direct graduate
medical education costs under section 1886(h) had been in-
cluded in the AAPCC.

“(2) ALLowaBLE cosTs.—If the eligible organization has an
approved program, the Secretary shall determine the allowable
costs as follows:

“(A) Risk coNnTRACTS.—In the case of an eligible organi-
zation having a risk contract under this section, and that
incurs all or substantially all of the costs of the approved
medical residency program, the allowable costs for such
program shall equal the national average per resident
amount times the number of full-time-equivalent residents
in the program.

“(B) OTHER coNTRACTS.—In the case of other eligible or-
ganizations, the allowable costs shall equal the lesser of—

“(i) the direct graduate medical education costs in-
curred by the organization, and

“(ii) the national average per resident amount times
the number of full-time-equivalent residents in the
program.

“(3) CosTS UNDER CONTRACTS WITH HOsSPITALS.—If the eligi-
ble organization has a written agreement with a hospital or
other entity that has an approved medical residency program,
the allowable costs shall include such payments specified in
the agreement for direct graduate medical education costs in-
curred for resident time spent in patient care related activities.
Allowable costs under this paragraph shall not exceed 75 per-
cent of the amount that would have been included in the
AAPCC to account direct graduate medical education costs (if
such costs had not been removed by the last sentence of section
1851H(2).
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“(4) DEFINITIONS.—AS used in this subsection—

“(A) the terms ‘approved medical residency program’, ‘di-
rect graduate medical education costs’, and ‘full-time-
equivalent residents’ have the same meanings as under
section 1886(h),

“(B) the term ‘Medicare’s share’ means the amount de-
termined by multiplying the eligible organization’s allow-
able costs for an approved medical residency program by
the ratio of the number of individuals enrolled with the or-
ganization under this section to the total number of indi-
viduals enrolled with the organization,

“(C) the term ‘national average per resident amount’
means an amount estimated by the Secretary to equal the
weighted average amount that would be paid per full-time-
equivalent resident under section 1886(h) for the calendar
year (determined separately for primary care residency
programs (including obstetrics and gynecology residency
programs) and for other residency programs).”.

(c) ADDITIONAL PAYMENTS TO HOSPITALS FOR MANAGED CARE EN-
ROLLEES.—Section 1886(d) (42 U.S.C. 1395ww(d)) is amended by
adding at the end the following:

“(11) AppITIONAL PAYMENTS TO HOSPITALS FOR MANAGED CARE
ENROLLEES.—

“(A) IN GENERAL.—For portions of cost reporting periods oc-
curring on or after January 1, 1998, the Secretary shall pro-
vide for an additional payment amount for subsection (d) hos-
pitals for services furnished to individuals who are enrolled in
an organization having a contract with an eligible organization
under part C and who are entitled to part A.

“(B) AMOUNT OF PAYMENT.—Subject to subparagraph (F), the
amount of such payment shall be determined by multiplying (i)
the sum of the amounts determined under subparagraphs (C)
and (D), by (ii) the product of the humber of discharges deter-
mined under subparagraph (E) and the estimated average per
discharge amount that would otherwise have been paid under
section 1886(d)(1)(A) if the individuals had not been enrolled in
an organization having a contract with an eligible organization
under part C.

“(C) INDIRECT TEACHING ADJUSTMENT FACTOR.—The Sec-
retary shall determine an indirect teaching adjustment factor
equal to 1.11x(((1+r) to the nth power)—1), where ‘r and ‘'n’
have the same meaning as in section 1886(d)(5)(B).

“(D) DISPROPORTIONATE SHARE ADJUSTMENT.—The Secretary
shall determine a disproportionate share adjustment factor
equal to the disproportionate share adjustment percentage ap-
plicable to the hospital under section 1886(d)(5)(F).

“(E) DETERMINATION OF NUMBER OF DISCHARGES.—The Sec-
retary shall determine the number of discharges as equal to
the lesser of—

“(i) the number of discharges during the current cost re-
porting period attributable to individuals who are enrolled
in an organization having a risk contract and who are enti-
tled to part A of this title, and
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“(ii) the number of discharges paid under section 1886(d)
during the hospital’s cost reporting period beginning in fis-
cal year 1992 minus the number of discharges paid under
section 1886(d) during the hospital’s current cost reporting
period.

“(F) ADJUSTMENT FOR SAVINGS.—At the beginning of each
calendar year, the Secretary shall make an adjustment in the
amounts otherwise payable under this paragraph so that the
estimated payments under this paragraph for the discharges
occurring in that calendar year, together with the estimated
amounts payable under section 1851F for that calendar year,
equal 75 percent of the amounts the Secretary estimates would
otherwise have been payable under section 1851F during that
calendar year if the adjusted average per capita cost deter-
mined under section 1851F included estimated amounts for in-
direct medical education costs, disproportionate share payment
adjustments, and direct graduate medical education costs.”.

(d) Use orF INTERIM FINAL REGULATIONS.—The Secretary of
Health and Human Services may issue regulations on an interim
final basis to implement this title and the amendments made by
this title.

SEC. 11116. SOLE COMMUNITY HOSPITALS.
(a) REBASING THE TARGET AMOUNT.—Section 1886(b)(3)(C) (42
U.S.C. 13955ww (b)(3)(C)) is amended—
(1) by striking “or” at the end of clause (iii),
(2) in clause (iv)—

(A) by striking “and each subsequent fiscal year”, and

(B) by striking the period at the end and adding a
comma,

(3) by inserting after clause (iv) the following:
“(v) with respect to discharges occurring in fiscal year 1996,
the average of—

“(I) the allowable operating costs of inpatient hospital
services (as defined in subsection (a)(4)) recognized under
this title for the hospital’s cost reporting period (if any) be-
ginning during fiscal year 1992 increased (In a
compounded manner) by the applicable percentage in-
creases applied to such hospital under this paragraph for
cost reporting periods beginning in fiscal year 1993 and for
disgharges occurring in fiscal years 1994, 1995, and 1996,
an

“(I1) the allowable operating costs of inpatient hospital
services (as defined in subsection (a)(4)) recognized under
this title for the hospital’s cost reporting period (if any) be-
ginning during fiscal year 1993 increased (in a
compounded manner) by the applicable percentage in-
crease applied to such hospital under this paragraph for
discharges occurring in fiscal years 1994, 1995, and 1996,
or

“(vi) With respect to discharges occurring in fiscal year 1997
and each subsequent fiscal year, the target amount for the pre-
ceding year (determined without application of clause (viii)) in-
creased by the applicable percentage increase under subpara-
graph (B)(iv).”, and
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(4) by adding at the end the following:

“Notwithstanding clauses (v) and (vi), the target amount with re-
spect to discharges occurring in fiscal year 1996 and each subse-
quent fiscal year shall be the higher of the amount determined
under clause (v) or (vi) (as applicable) and the target amount with
respect to discharges occurring in fiscal year 1995 (as determined
under clause (iv)) increased by the applicable percentage increase
under subparagraph (B)(iv) for discharges occurring in fiscal year
1996. The Secretary may substitute more recent cost reporting pe-
riods for those specified in subclause (v) but no more often than
every four fiscal years.”.

(b) ELIMINATING THE  VOLUME  ADJUSTMENT.—Section
1886(d)(5)(D)(ii) (42 U.S.C. 1395ww(d)(5)(D)(ii)) is amended by
striking “In” and inserting “For cost reporting periods beginning
before October 1, 1995, in”.

SEC. 11117. RURAL PRIMARY CARE HOSPITAL PROGRAM.
(a) IN GENERAL.—The heading to section 1820 (42 U.S.C. 1395i—
4)) is amended to read “RURAL PRIMARY CARE HOSPITAL PROGRAM”.
(b) ExPANSION OF PROGRAM TO ALL STATES.—Section 1820(a)(1)
(42 U.S.C. 1395i—4(a)(1)) is amended by striking “not more than 7"
after “shall make grants to”.

(c) MorATORIUM ON NEw ESSENTIAL AcceEss COMMUNITY Hos-
PITAL DESIGNATIONS.—Section 1820 (42 U.S.C. 1395i-4)) is amend-
ed—

(1) in subsections (a)(3) and (b)(1)(C), by striking “essential
access community hospitals or” after “as”,

(2) in subsection (c)(1)(B), by striking “an essential access
community hospital” after “is designated as”,

(3) in subsection (d)(1), by striking “essential access commu-
nity hospitals or” after “facilities in the State as”,

(4) in subsection (d)(2), by striking “or an essential access
community hospital” after “rural primary care hospital”,

(5) by striking subsection (e),

(6) in subsection (g)(1), by amending subparagraph (A) to
read as follows:

“(A) at least one hospital that is not a rural primary care
hospital. and”,

(7) in subsection (i)—

(A) in the heading, by striking “HospPITALS OR” and “BY
SECRETARY”,

(B) by striking paragraphs (1) and (2)(C),

(C) in paragraph (2)(A)(ii), by striking “subparagraph
(B)" and inserting “paragraph (2)”,

(D) by redesignating paragraph (2) as (1),

(E) by striking the subparagraph designation “(B)” and
inserting “(2) FACILITIES DESIGNATED BY THE SEC-
RETARY.—",

(F) by striking the heading to paragraph (1) (as redesig-
nated by subparagraph (D) of this paragraph) and the sub-
paragraph designation “(A)” and inserting “FACILITIES DEs-
IGNATED BY THE STATE.—", and

(G) by redesignating clauses (i) through (iii) of para-
graph (1) (as redesignated by subparagraph (D) of this
paragraph) as subparagraphs (A) through (C), and
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(8) in paragraphs (1) and (2) of subsection (j), by striking “an
essential access community hospital or” each time it appears.

(d) CONTINUING PARTICIPATION OF RURAL PRIMARY CARE Hos-
PITALS.—Section 1820(h)(1)(A) (42 U.S.C. 1395i-4(h)(1)(A)) (as re-
designated by subsection (c)(7) of this section) is amended by in-
serting before the semicolon 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 sub-
section for the fiscal year)”.

(e) DEsIGNATION OF NONPROFIT OR PuBLIC HosPITALS.—Section
1820(f)(1)(A) (42 U.S.C. 1395i-4(f)(1)(A)) is amended by inserting
“is a nonprofit or public hospital, and is” after “(A)".

(f) ESTABLISHING A MINIMUM SEPARATION DISTANCE BETWEEN
FaciLiTiEs.—Section 1820(f)(1) (42 U.S.C. 1395i-4(f)(1)) is amend-
ed—

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

(2) by striking the period at the end of subparagraph (H) and
adding a semicolon, and

(3) by adding at the end the following:

“(I) is located at least a 35-mile drive from any rural pri-
mary care hospital or hospital, or is certified by the State
as being a necessary provider of health care services to
residents in the area, because of local geography or service
patterns.”.

() REMoOvAL OF REQUIREMENT FOR PRIOR COMPLIANCE WITH
HosPiTAL STANDARDS.—Section 1820(f)(1)(B) (42 U.S.C. 1395i—
4(f)(1)(B)) is amended by striking “and had not been found, on the
basis of a survey under section 1864, to be in violation of any re-
quirement to participate as a hospital under this title”.

(h) LimiTaTiIoN ON NUMBER OF INPATIENT BEDS.—The matter in
section 1820(f)(1)(F) (42 U.S.C. 1395i—4(f)(1)(F)) preceding clause (i)
is amended by striking “6” and inserting “15".

(i) LIMITATION ON LENGTH OF INPATIENT STAYS.—Section 1820(f)
(42 U.S.C. 1395i—4(f)) is amended—

(1) in the matter in paragraph (1)(F) preceding clause (i), by
striking “subject to paragraph (4),”,

(2) in paragraph (1)(F)(i), by striking “72 hours” and insert-
ing “96 hours”, and

(3) by striking paragraph (4).

CoNFORMING CHANGE.—Section 1814(a)(8) (42 U.S.C.
1395f(a)(8)) is amended by striking “within 72 hours” and inserting
“within 96 hours”.

(k) PERMITTING RURAL PRIMARY CARE HOSPITALS TO MAINTAIN
SwING BEDs.—Section 1820()(3) (42 U.S.C. 1395i—4(f)(3)) is amend-
ed—

(1) in the first sentence, by striking everything after “are
used for the furnishing of extended care services” up to the pe-
riod, and

(2) by amending the second sentence to read as follows:
“Nothing in this subsection shall be construed to prohibit a
rural primary care hospital from entering into an agreement
under section 1883 under which its facilities are used for the
furnishing of extended care services.”.
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() CoNFORMING CHANGE.—Section 1883 (42 U.S.C. 1395tt) is
amended by striking “hospital” each place it appears and inserting
“hospital or rural primary care hospital”.

(m) CHANGE IN PAYMENT METHODOLOGY.—Section 1814(l)(1) (42
U.S.C. 1395f(I)(1)) is amended by striking “services—" and all that
follows and inserting “services is the reasonable cost of the rural
primary care hospital in providing such services, as determined
under section 1861(v).".

(n) ELIMINATION OF DEADLINE FOR DEVELOPMENT OF PROSPEC-
TIVE PAYMENT SysTEM.—Section 1814(l) (42 U.S.C. 1395f(l)(1)) is
amended—

(1) by striking paragraph (2), and
(2) by striking “(I)(1)” and inserting “(I)".

(0) No CHANGE IN PAYMENT TO EXISTING ESSENTIAL ACCESS
CommunNITY HospiTtaLs.—Clauses (iii)(I11) and (v) of Section
1886(d)(5)(D) (42 U.S.C. 1395ww(d)(5)(D)) are each amended by—

(1) inserting “was” after “is located in a rural area and”, and
(2) inserting “as in effect on the day before effective date of
the Balanced Budget Act of 1995 for Economic Growth and

Fairness” after “section 1820(1)(1)”.

(p) CoNFORMING AMENDMENT.—Section 1820(c)(3) (42 U.S.C.
1395i-4(c)(3)) is amended by striking “(i)(2)(C)” and inserting
“MH2)";

) TECHNICAL AMENDMENT.—Section 1820(f)(1)(A) (42 U.S.C.
1395i-4(f)(1)(A)) is amended by striking “section 1866(d)(2)(D)” and
inserting “section 1886(d)(2)(D)".

SEC. 11118. RESPITE BENEFIT.
(&) ENTITLEMENT.—Section 1832(a)(2) (42 U.S.C. 1395k(a)(2)) is
amended by—
(1) striking “and” at the end of subparagraph (1),
(2) striking the period at the end of subparagraph (J) and in-
serting “; and”, and
(3) inserting at the end the following new subparagraph:
“(K) respite services for no more than 32 hours each
year".

(b) CONDITIONS AND LIMITATIONS ON PAYMENT.—

(1) PAYMENT RATE.—Section 1833(a)(2) (42 U.S.C.

13951(a)(2)) is amended by—

(A) adding a new subparagraph (G) to read as follows:
“(G)(i) with respect to respite services, payment shall be
made at a rate equal to $7.50 per hour for 1996 and at a
rate to be determined by the Secretary in subsequent
years; and
“(ii) notwithstanding any provisions of section 1861(v), in
the case of respite services furnished by a home health
agency (or other organization designated by the Secretary
pursuant to regulations), payment to the agency or other
organization for respite services may not exceed 110 per-
cent of the hourly respite allowance times the number of
hours of respite for which the agency authorizes payment.”
(2) ConDITIONS OF PAYMENT.—Section 1835(a)(2) (42 U.S.C.
1395n-(a)(2)) is amended by—
(A) striking “and” at the end of subparagraph (E),
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(B) striking the period at the end of subparagraph (F)
and inserting “; and”, and

(C) inserting at the end the following new subparagraph:

“(G) In the case of respite services, that the individual
for whom payment is claimed is severely impaired due to
irreversible dementia (the individual has scored three or
more errors on the Short Portable Mental Status Question-
naire) and either needs assistance in at least one out of
five activities of daily living (bathing, dressing, transfer-
ring, toileting, and eating) or in at least one out of four in-
strumental activities of daily living (meal preparation,
medication management, money management, and tele-
phoning), or needs constant supervision because of one or
more behavioral problems.”

(3) FAMILY DESIGNATION OF RESPITE SERVICES PROVIDER AND
CARE GIVER.—Section 1835(a)(2) (42 U.S.C. 1295n(a)(2)) is
amended by—

(A) by adding at the end the following new sentences:
“In the case of respite services which are the subject of the
certification described in subparagraph (G), the entity or
individual providing the care for which respite is sought
shall designate a respite services caregiver either through
a home health agency or (if the Secretary designates other
organizations to provide or arrange for such services) other
organization. The agency or organization shall determine
the amount of respite entitlement remaining in the cal-
endar year and inform the entity or individual of the ex-
tent to which respite services may be authorized. When
services have been provided, the entity or individual shall
inform the agency or organization, which shall then make
payment to the caregiver. Where additional payment is
made on behalf of the beneficiary, the agency or organiza-
tion shall assure the entity or individual is informed of the
limits applicable to such amount. No payment may be
made under this title for respite services if the charge to
the patient per hour for care by respite aides exceeds by
more than two dollars the hourly rates established under
this title.”

(c) DeEFINITIONS.—Section 1861 (42 U.S.C. 1395x) is amended—

(1) in subsection (m)—

(A) by striking “and” at the end of paragraph (6);

(B) by adding “and” at the end of paragraph (7); and

(C) by inserting after paragraph (7) the following:

“(8) respite services as described in subsection (00);”,

(2) in subsection (0)—

(A) by striking “and” at the end of paragraph (6);

(B) by adding “and” at the end of paragraph (7); and

(C) by inserting after paragraph (7) the following:

“(8) agrees to provide or arrange for respite services as de-
scribed in subsection (00);”, and

(3) by adding at the end the following:

“(00) RESPITE SERVICES; RESPITE AIDES; RESPITE PROVIDERS.—

“(1) RESPITE SERVICES.—The term ‘respite services’ means
temporary care provided to individuals who meet the require-
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ments of section 1835(a)(2) for the purposes of ensuring peri-
odic time-off for co-resident primary informal caregivers. Al-
though respite providers may provide assistance with personal
care and/or household maintenance activities, their primary
function is to provide protective supervision for persons with
Alzheimer’s and related dementias whose memory, orientation,
judgment, and reasoning abilities have become so impaired
that, for safety’s sake , they require the constant attention or
close physical proximity of another person at all or almost all
hours of the day or night.

“(2) REsPITE AIDES.—The term ‘respite aides’ means individ-
uals who have been designated by the Secretary as qualified to
act as caregivers for purposes of providing the services de-
scribed in paragraph (1). Respite aides may be nurse aides as
identified in section 1819, home health aides as identified in
section 1891, or other individuals licensed by the State or rec-
ognized by the Secretary as having the skills necessary to pro-
vide such services.

“(3) RESPITE PROVIDERS.—The term ‘respite providers’ means
organizations identified by the Secretary in regulations as
qualified to provide or arrange for respite services under this
title. The Secretary may establish by regulation any require-
ments for respite providers as the Secretary determines appro-
priate.”.

(d) PAYMENT FROM SUPPLEMENTARY MEDICAL INSURANCE TRUST
FUND FOR RESPITE SERVICES FURNISHED TO INDIVIDUALS WITH
ONLY HospPiTAL INSURANCE CoOVERAGE.—(Section 1812(a) (42
U.S.C. 1395(a)) is amended by—

(1) striking “and” and the end of paragraph (3),

(2) striking the period at the end of paragraph (4), and in-
serting ”; and”, and

(3) inserting at the end the following new paragraph:

“(5) respite services, described in section 1832(a)(2)(K), ex-
cept that such services shall be furnished under the Supple-
mentary Medical Insurance Program.”

(e) ExcrLusioN oF ADDITIONAL PART B CosTs FROM DETERMINA-
TION OF PART B MONTHLY PREMIUM.—Section 1839(a)(5) (42 U.S.C.
1395r(a)), as added by section 11147(f) of this Act, is further
amended by—

(1) inserting “AND REsPITE BENEFIT” after “HOME HEALTH",
and

(2) inserting before the period the following:

“and for respite services as described in section 1832(a)(2)(K).”

(f) SuNseT.—The amendments made by this shall be effective for
services furnished through fiscal year 2005.

PART 2—PROVISIONS RELATING TO PART B

SEC. 11121. PAYMENTS FOR PHYSICIANS’ SERVICES.
(@) EsSTABLISHING UPDATE TO CONVERSION FACTOR To MATCH
SPENDING UNDER SUSTAINABLE GROWTH RATE.—
(1) UPDATE.—
(A) IN GENERAL.—Section 1848(d)(3) (42 U.S.C. 1395w—
4(d)(3)) is amended to read as follows:
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“(3) UPDATE.—

“(A) IN GENERAL.—Unless Congress otherwise provides,
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 MEI (described in section 1842(i)(3))
for the year (divided by 100), and

“(ii) 1 plus the Secretary’s estimate of the update ad-
justment factor for the year (divided by 100),

minus 2 and multiplied by 100.

“(B) UPDATE ADJUSTMENT FACTOR.—The ‘update adjust-
ment factor’ for a year is equal to the quotient of—

“(i) the difference between (l) the sum of the allowed
expenditures for physicians’ services furnished during
each of the years 1995 through the year involved and
(I1) the sum of the amount of actual expenditures for
physicians’ services furnished during each of the years
1995 through the previous year, divided by

“(ii) the Secretary’s estimate of allowed expenditures
for physicians’ services furnished during the year.

“(C) DETERMINATION OF ALLOWED EXPENDITURES.—FoOr
purposes of subparagraph (B), allowed expenditures for
physicians’ services shall be determined as follows (as esti-
mated by the Secretary):

“(1) 1995.—In the case of allowed expenditures for
1995, such expenditures shall be equal to actual ex-
penditures for services furnished during the 12-month
period ending with June 30, 1995.

“(if) 1996 AND LATER YEARS.—In the case of allowed
expenditures for 1996 and each subsequent year, such
expenditures shall be equal to allowed expenditures
for the previous year, increased by the sustainable
growth rate under subsection (f) for the fiscal year
which begins during the year.

“(D) DETERMINATION OF ACTUAL EXPENDITURES.—For
purposes of subparagraph (B), the amount of actual ex-
penditures for physicians’ services furnished during a year
shall be equal to the amount of expenditures for such serv-
ices during the 12-month period ending with June of the
previous year.

“(E) RESTRICTION ON VARIATION FROM MEDICARE ECO-
Nomic INDEX.—Notwithstanding the amount of the update
adjustment factor determined under subparagraph (B), the
update in the conversion factor under this paragraph for
a year may not be—

“(i) greater than 103 percent of 1 plus the Sec-
retary’s estimate of the percentage increase in the
MEI (described in section 1842(i)(3)) for the year (di-
vided by 100), minus 1 and multiplied by 100, or

“(ii) less than 93 percent of 1 plus the Secretary’s es-
timate of the percentage increase in the MEI (de-
scribed in section 1842(i)(3)) for the year (divided by
100), minus 1 and multiplied by 100.".
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(B) EFFecTIVE DATE.—The amendments made by sub-
paragraph (A) apply to physicians’ services furnished on or
after January 1, 1997.

(2) CONFORMING AMENDMENTS.—

(A) SecTiON 1848(d)(2).—Section 1848(d)(2)(A) (42
U.S.C. 1395w—4(d)(2)(A)) is amended—

(i) in the matter preceding clause (i)—

(1) by striking “(or updates) in the conversion
factor (or factors)” and inserting “in the conver-
sion factor”,

(1) by striking “(beginning with 1991)” and in-
serting “(beginning with 1996)"”, and

(111) by striking the second sentence,

(i) by amending clause (ii) to read as follows:

“(ii) such factors as enter into the calculation of the
update adjustment factor as described in paragraph
(3)(B); and ",

(iii) by amending clause (iii) to read as follows:

“(iii) access to services.”,

(iv) by striking clauses (iv), (v), and (vi), and

(v) by striking the last sentence.

(B) SecTioNn 1848(d)(2)(b).—Section 1848(d)(2)(B) (42
U.S.C. 1395w—-4(d)(2)(B)) is amended—

(i) by striking “and” at the end of clause (iii),

(i) by striking the period at the end of clause (iv)
and adding “; and”, and

(iii) by adding at the end the following new clause:

“(v) changes in volume or intensity of services.”.

© REDESIGNATION  OF  SUBPARAGRAPH.—Section
1848(d)(2) (42 U.S.C. 1395w—4(d)(2)) is further amended—

(i) by striking subparagraphs (C), (D), and (E),

(i) by redesignating striking subparagraph (F) as
subparagraph (C), and

(iti) in subparagraph (C), as redesignated, by strik-
ing “(or updates) in the conversion factor (or factors)”
and inserting “in the conversion factor”.

(b) REPLACEMENT OF VOLUME PERFORMANCE STANDARD WITH
SUSTAINABLE GROWTH RATE.—

(1) IN GENERAL.—Section 1848(f) (42 U.S.C. 1395w—4(f)) is
amended by striking paragraphs (2) through (5) and inserting
the following:

“(2) 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
increase in the MEI (described in section 1842(i)(3))
for 1996 (divided by 100),

“(ii) 1 plus the Secretary’'s estimate of the percent-
age change (divided by 100) in the average number of
individuals enrolled under this part (other than pri-
vate plan enrollees) from fiscal year 1995 to fiscal year
1996,
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“(iii) 1 plus the Secretary’s estimate of the projected
percentage growth in real gross domestic product per
capita (divided by 100) from fiscal year 1995 to fiscal
year 1996, plus 1 percentage point, and

“(iv) 1 plus the Secretary’s estimate of the percent-
age change (divided by 100) in expenditures for all
physicians’ services in fiscal year 1996 (compared with
fiscal year 1995) which will result from changes in law
(including the Balanced Budget Act of 1995 for Eco-
nomic Growth and Fairness), determined without tak-
ing into account estimated changes in expenditures
due to changes in the volume and intensity of physi-
cians’ services or change in expenditures resulting
from changes in the update to the conversion factor
under subsection (d),

minus 1 and multiplied by 100.

“(B) SUBSEQUENT YEARS.—The sustainable growth rate
for all physicians’ services for fiscal year 1997 and each
subsequent year shall be equal to the product of—

“(i) 1 plus the Secretary’s estimate of the percentage
increase in the MEI for the fiscal year involved (de-
scribed in section 1842(i)(3)) (divided by 100),

“(ii) 1 plus the Secretary’s estimate of the percent-
age change (divided by 100) in the average number of
individuals enrolled under this part (other than pri-
vate 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 domestic product per
capita (divided by 100) from the previous fiscal year to
the fiscal year involved, plus 1 percentage point, and

“(iv) 1 plus the Secretary’s estimate of the percent-
age change (divided by 100) in expenditures for all
physicians’ services in the fiscal year (compared with
the previous fiscal year) which will result from
changes in law, determined without taking into ac-
count estimated changes in expenditures due to
changes in the volume and intensity of physicians’
services or change in expenditures resulting from
changes in the update to the conversion factor under
subsection (d), minus 1 and multiplied by 100.

“(3) DEFINITIONS.—InN this subsection:

“(A) SERVICES INCLUDED IN PHYSICIANS' SERVICES.—The
term ‘physicians’ services’ includes other items and serv-
ices (such as clinical diagnostic laboratory test and radiol-
ogy services), specified by the Secretary, that are com-
monly performed or furnished by a physician or in a physi-
cian’s office, but does not include services furnished to an
eligible organization enrollee.

“(B) ELIGIBLE ORGANIZATION ENROLLEE.—The term ‘eligi-
ble organization enrollee’ means, with respect to a fiscal
year, an individual enrolled under this part who has elect-
ed to receive benefits under this title through an eligible
organization with a contract under part C (and, through
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2000, enrollment with an organization with a contract
under section 1876(h).”.
(2) CONFORMING AMENDMENTS.—Section 1848(f) (42 U.S.C.
1395w-4(f)) is amended—

(A) in the heading, by striking “VOLUME PERFORMANCE
STANDARD RATES OF INCREASE"” and inserting “SUSTAINABLE
GROWTH RATE",

(B) in paragraph (1)—

(i) in the heading, by striking “vOLUME PERFORM-
ANCE STANDARD RATES OF INCREASE” and inserting
“SUSTAINABLE GROWTH RATE",

(i) in subparagraph (A), in the matter preceding
clause (i), by striking “performance standard rates of
increase” and inserting “sustainable growth rate”, and

(iti) in subparagraph (A), by striking “HMO enroll-
ees” each place it appears and inserting “eligible orga-
nization enrollees”,

(C) in subparagraph (B), by striking “performance stand-
ard rates of increase” and inserting “sustainable growth
rate”, and

(D) in subparagraph (C)—

(i) in the heading, by striking “PERFORMANCE STAND-
ARD RATES OF INCREASE” and inserting “SUSTAINABLE
GROWTH RATE",

(i) in the first sentence, by striking “with 1991), the
performance standard rates of increase” and all that
follows through the first period and inserting “with
1997), the sustainable growth rate for the fiscal year
beginning in that year.”, and

(iii) in the second sentence, by striking “January 1,
1990, the performance standard rate of increase under
subparagraph (D) for fiscal year 1990” and inserting
“January 1, 1997, the sustainable growth rate for fis-
cal year 1997".

(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:

“(C) SPECIAL RULE FOR 1996.—For 1996, the conver-
sion factor under this subsection shall be $35.42 for all
physicians’ services, except that, for surgical services
(as defined in subsection (j)(i), the conversion factor for
1996 shall be $38.10.".

(2) CONFORMING AMENDMENTS.—Section 1848 (42 U.S.C.
1395w-4) is amended—

(A) by striking “(or factors)” each place it appears in sub-
section (d)(1)(A) and (d)(1)(D)(ii) (as redesignated by para-
graph (1)(@), -

(B) in subsection (d)(1)(A), by striking “or updates”,

(C) in subsection (d)(1)(D)(ii) (as redesignated by para-
graph (1)(A)), by striking “(or updates)”, and
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(D) in subsection (i)(1)(C), by striking “conversion fac-
tors” and inserting “the conversion factor”.

SEC. 11122. PRACTICE EXPENSE RELATIVE VALUE UNITS.
(8) ExTENSION TO 1997.—Section 1848(c)(2)(E)(i) (42 U.S.C.
1395w-4(c)(2)(E)(i)) is amended—
(1) by striking “and” at the end of subclause (1),
(2) by striking the period at the end of subclause (I11) and
inserting “, and”, and
(3) by inserting at the end the following:
“(1V) 1997, by an additional 25 percent of such excess.”
(b) CHANGE IN FLOOR ON REDUCTIONS AND SERVICES COVERED.—
Clauses (ii) and (iii)(11) of Section 1848(c)(2)(E) (42 U.S.C. 1395w—
4(c)(2)(E)) are each amended by inserting “(or 115 percent in the
case of 1997)" after “128 percent”.

SEC. 11123. SINGLE FEE FOR SURGERY.

(&) IN GENERAL.—Section 1848(a) (42 U.S.C. 1395w-4(a)) is
amended by adding at the end the following:

“(5) SINGLE FEE FOR SURGERY.—

“(A) GENERAL RULE.—Payment under this part for sur-
gical services (as defined by the Secretary under sub-
section (j)(1)), when a separate payment is also made for
the services of a physician or physician assistant acting as
an assistant at surgery, may not (except as provided in
subparagraph (B)), when added to the separate payment
made for the services of that other practitioner, exceed the
amount that would be paid for the surgical services if a
separate payment were not made for the services of that
practitioner.

“(B) EXcepTIONS.—The Secretary may specify surgery
procedures or situations to which subparagraph (A) shall
not apply.”

(b) CoNnFORMING AMENDMENT.—Section 1848(g)(2)(D) (42 U.S.C.
1395w-4(g)(2)(D)) is amended by inserting “(or the lower amount
under subsection (a)(5))" after “subsection (a)".

(c) EFFecTIVE DATE.—The amendments made by the preceding
subsections apply to services furnished on or after January 1, 1996.
SEC. 11124. INCENTIVES TO CONTROL HIGH VOLUME FOR IN-HOS-

PITAL PHYSICIANS’ SERVICES.

(8) IN GENERAL.—

(1) LimiTaTIONS DESCRIBED.—Part B of title XVIII is amend-
ed by adding at the end the following:

“SEC. 1849. INCENTIVES TO CONTROL HIGH VOLUME FOR IN-HOS-

PITAL PHYSICIANS' SERVICES.

“(a) SERVICES SUBJECT TO REDUCTION.—

“(1) DETERMINATION OF HOSPITAL-SPECIFIC PER ADMISSION
RELATIVE VALUE.—Not later than October 1 of each year (be-
ginning with 1998), the Secretary shall determine for each hos-
pital—

“(A) the hospital-specific per admission relative value
under subsection (b)(2) for the following year, and

“(B) whether such hospital-specific relative value is pro-
jected to exceed the allowable average per admission rel-
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ative value applicable to the hospital for the following year
under subsection (b)(1).

“(2) REDUCTION FOR SERVICES AT HOSPITALS EXCEEDING AL-
LOWABLE AVERAGE PER ADMISSION RELATIVE VALUE.—If the
Secretary determines (under paragraph (1)) that a medical
staff's hospital-specific per admission relative value for a year
(beginning with 1999) is projected to exceed the allowable aver-
age per admission relative value applicable to the medical staff
for the year, the Secretary shall reduce (in accordance with
subsection (c)) the amount of payment otherwise determined
under this part for each physician’s service furnished during
the year to an inpatient of the hospital by an individual who
is a member of the hospital's medical staff.

“(3) TIMING OF DETERMINATION; NOTICE TO MEDICAL STAFFS
AND CARRIERS.—Not later than October 1 of each year (begin-
ning with 1998), the Secretary shall notify the medical execu-
tive committee of each hospital (as set forth in the Standards
of the Joint Commission on the Accreditation of Health Organi-
zations) of the determinations made with respect to the medi-
cal staff under paragraph (1).

“(b) DETERMINATION OF ALLOWABLE AVERAGE PER ADMISSION
RELATIVE VALUE AND HOSPITAL—SPECIFIC PER ADMISSION REL-
ATIVE VALUES.—

“(1) ALLOWABLE AVERAGE PER ADMISSION RELATIVE VALUE.—

“(A) UrRBAN HOsPITALS.—In the case of a hospital located
in an urban area, the allowable average per admission rel-
ative value established under this subsection for 1999 and
2000 is equal to 125 percent and for years after 2000 is
120 percent of the median of 1997 hospital-specific per ad-
mission relative values determined under paragraph (2) for
all hospital medical staffs.

“(B) RURAL HosPITALS.—In the case of a hospital located
in a rural area, the allowable average per admission rel-
ative value established under this subsection for 1999 and
each succeeding year, is equal to 140 percent of the me-
dian of the 1997 hospital-specific per admission relative
values determined under paragraph (2) for all hospital
medical staffs.

“(2) HOSPITAL-SPECIFIC PER ADMISSION RELATIVE VALUE.—

“(A) IN GENERAL.—The hospital-specific per admission
relative value projected for a hospital (other than a teach-
ing hospital) for a calendar year, shall be equal to the av-
erage per admission relative value (as determined under
section 1848(c)(2)) for physicians’ services furnished to in-
patients of the hospital by the hospital's medical staff (ex-
cluding interns and residents) during the second year pre-
ceding such calendar year, adjusted for variations in case-
mix and disproportionate share status among hospitals (as
determined by the Secretary under subparagraph (C)).

“(B) SPECIAL RULE FOR TEACHING HOSPITALS.—The hos-
pital-specific relative value projected for a teaching hos-
pital in a calendar year shall be equal to the sum of—

“(i) the average per admission relative value (as de-
termined under section 1848(c)(2)) for physicians’ serv-
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ices furnished to inpatients of the hospital by the hos-
pital’'s medical staff (excluding interns and residents)
during the second year preceding such calendar year,
and

“(ii) the equivalent per admission relative value (as
determined under section 1848(c)(2)) for physicians’
services furnished to inpatients of the hospital by in-
terns and residents of the hospital during the second
year preceding such calendar year, adjusted for vari-
ations in case-mix, disproportionate share status, and
teaching status among hospitals (as determined by the
Secretary under subparagraph (C)). The Secretary
shall determine such equivalent relative value unit
per admission for interns and residents based on the
best available data and may make such adjustment in
the aggregate.

“(C) ADJUSTMENT FOR TEACHING AND DISPROPORTIONATE
SHARE HOSPITALS.—The Secretary shall adjust the allow-
able per admission relative values otherwise determined
under this paragraph to take into account the needs of
teaching hospitals and hospitals receiving additional pay-
ments under subparagraphs (F) and (G) of section
1886(d)(5). The adjustment for teaching status or dis-
proportionate share shall not be less than zero.

“(c) AMOUNT oF REDUCTION.—The amount of payment otherwise
made under this part for a physician’s service that is subject to a
reduction under subsection (a) during a year shall be reduced 15
percent, in the case of a service furnished by a member of the med-
ical staff of the hospital for which the Secretary determines under
subsection (a)(1) that the hospital medical staff's projected relative
value per admission exceeds the allowable average per admission
relative value.

“(d) RECONCILIATION OF REDUCTIONS BASED ON HOSPITAL-SPE-
CIFIC RELATIVE VALUE PER ADMISSION WITH ACTUAL RELATIVE
VALUES.—

“(1) DETERMINATION OF ACTUAL AVERAGE PER ADMISSION REL-
ATIVE VALUE.—Not later than October 1 of each year (begin-
ning with 2000), the Secretary shall determine the actual aver-
age per admission relative value (as determined pursuant to
section 1848(c)(2)) for the physicians’ services furnished by
members of a hospitals medical staff to inpatients of the hos-
pital during the previous year, on the basis of claims for pay-
ment for such services that are submitted to the Secretary not
later than 90 days after the last day of such previous year. The
actual average per admission relative value shall be adjusted
by the appropriate case-mix, disproportionate share factor, and
teaching factor for the hospital medical staff (as determined by
the Secretary under subsection (b)(2)(C)). Notwithstanding any
other provision of this title, no payment may be made under
this part for any physician’s service furnished by a member of
a hospital’'s medical staff to an inpatient of the hospital during
a year unless such claim is submitted to the Secretary for pay-
ment for such service not later than 90 days after the last day
of the year.
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“(2) RECONCILIATION WITH REDUCTIONS TAKEN.—In the case
of a hospital for which the payment amounts for physicians’
services furnished by members of the hospital's medical staff
to inpatients of the hospital were reduced under this section
for a year—

“(A) if the actual average per admission relative value
for such hospital's medical staff during the year (as deter-
mined by the Secretary under paragraph (1)) did not ex-
ceed the allowable average per admission relative value
applicable to the hospital’'s medical staff under subsection
(b)(2) for the year, the Secretary shall reimburse the fidu-
ciary agent for the medical staff by the amount by which
payments for such services were reduced for the year
under subsection (c), including interest at an appropriate
rate determined by the Secretary;

“(B) if the actual average per admission relative value
for such hospital's medical staff during the year exceeded
the allowable average per admission relative value applica-
ble to the hospital's medical staff under subsection (a)(1)
for the year, the Secretary shall reimburse the fiduciary
agent for the medical staff the amount withheld under
subsection (c) multiplied by the ‘final ratio’, including in-
terest at an appropriate rate determined by the Secretary.
The final ratio described in the previous sentence shall be
determined by dividing the difference between the initial
ratio and 0.85, by 0.15, where the initial ratio is deter-
mined by dividing the medical staff's allowable average per
admission relative value for a year (as determined under
subsection (a)(1)) by the medical staff's actual hospital-spe-
cific per admission relative value for such year, but in no
case shall the initial ratio be less than 0.85.

“(3) MEDICAL EXECUTIVE COMMITTEE OF A HOSPITAL.—Each
medical executive committee of a hospital whose medical staff
is projected to exceed the allowable relative value per admis-
sion for a year, shall have one year from the date of notifica-
tion that such medical staff is projected to exceed the allowable
relative value per admission to designate a fiduciary agent for
the medical staff to receive and disburse any appropriate with-
hold amount made by the carrier.

“(4) ALTERNATIVE REIMBURSEMENT TO MEMBERS OF STAFF.—
At the request of a fiduciary agent for the medical staff, if the
fiduciary agent for the medical staff is owed the reimburse-
ment described in paragraph (2)(B) for excess reductions in
payments during a year, the Secretary shall make such reim-
bursement to the members of the hospital’'s medical staff, on
a pro-rata basis according to the proportion of expenditures for
physicians’ services furnished to inpatients of the hospital dur-
ing the year that were furnished by each member of the medi-
cal staff.

“(e) DerINITIONS.—In this section, the following definitions
apply:

“(1) MebicaL sTaFr.—AnN individual furnishing a physician’s
service is considered to be on the medical staff of a hospital—
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“(A) if (in accordance with requirements for hospitals es-
tablished by the Joint Commission on Accreditation of
Health Organizations)—

“(i) the individual is subject to bylaws, rules, and
regulations established by the hospital to provide a
framework for the self-governance of medical staff ac-
tivities,

“(ii) subject to such bylaws, rules, and regulations,
the individual has clinical privileges granted by the
hospital’s governing body, and

“(iii) under such clinical privileges, the individual
may provide physicians’' services independently within
the scope of the individual's clinical privileges, or

“(B) if such physician provides at least one service to a
medicare beneficiary in such hospital.

“(2) RURAL AREA; URBAN AREA.—The terms ‘rural area’ and
‘urban area’ have the meaning given such terms under section
1886(d)(2)(D).

“(3) TEACHING HOSPITAL.—The term ‘hospital’ means a hos-
pital which has a teaching program approved as specified in
section 1861(b)(6).

“(4) HospiTaAL.—The term ‘hospital’ means a subsection (d)
hospital as defined in section 1886(d).

“(5) PHYSICIANS' SERVICES.—The term ‘physicians’ services’
means those services described in section 1848(j)(3).

(2) CONFORMING AMENDMENTS.—

(A) SEcTION 1833 (a).—Section 1833(a)(1)(N) (42 U.S.C.
13951(a)(1)(N)) is amended by inserting “(subject to reduc-
tion under section 1849)" after “1848(a)(1)".

(B) SEcTION 1848 (a).—Section 1848(a)(1)(B) (42 U.S.C.
1395w-4(a)(1)(B)) is amended by striking “this subsection,”
and inserting “this subsection and section 1849,”.

(b) REQUIRING PHysICIANS To IDENTIFY HoOsPITAL AT WHICH
SERVICE FURNISHED.—Section 1848(g)(4)(A)(i) (42 U.S.C. 1395w-
4(9)(4)(A)(i)) is amended by striking “beneficiary,” and inserting
“beneficiary (and, in the case of a service furnished to an inpatient
of a hospital, report the hospital identification number on such
claim form),”.

(c) EFFECTIVE DATES.—

(1) SusecTION (a).—The amendments made by subsection
(a) apply to services furnished on or after January 1, 1999.

(2) SusecTION (b).—The amendments made by subsection
(b) apply to services furnished on or after January 1, 1998.

SEC. 11125. AMBULATORY SURGICAL CENTER SERVICE UPDATES.
Section 1833(i)(2)(C) (42 U.S.C. 13951(i)(2)(C)) is amended—

(1) by striking “1996” and inserting “2003", and

(2) by inserting after the subparagraph designation “(C)” the

following: “Notwithstanding the second sentence of subpara-

graph (A) or the second sentence of subparagraph (B), with re-

spect to fiscal years 1996 through 2002, the Secretary shall in-

crease amounts for facility services by the percentage increase

in the consumer price index for all urban consumers (U.S. city

average) as estimated by the Secretary for the 12-month period
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ending with the midpoint of the year involved, reduced by two
percentage points.”

SEC. 11126. OXYGEN AND OXYGEN EQUIPMENT.
(a) IN GENERAL.—Section 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 inserting “1993,
1994, and 1995”, and

(B) by striking the period at the end and adding “; and”,
and

(3) by adding at the end the following:

“(v) in each of year beginning with 1996 is the na-
tional limited monthly payment rate computed under
subparagraph (B) for the item for the year reduced by
the applicable percentage described in subparagraph
(D) (but in no case may the amount determined under
this clause be less than 70 percent of such national
limited payment rate).”.

(b) ArpLIicABLE PERCENTAGE DESCRIBED.—Section 1834(a)(9) (42
U.S.C. 1395m(a)(9)) is amended by adding at the end the following:
“(D) APPLICABLE PERCENTAGE DESCRIBED.—In clause (v)
of subparagraph (C), the ‘applicable percentage’ with re-

spect to a year described in that clause is—

“(i) for 1996, 20 percent,

“(i1) for 1997, 212/ percent,

“(iii) for 1998, 23%3 percent,

“(iv) for 1999, 25 percent,

“(v) for 2000, 26%s percent,

“(vi) for 2001, 28%5 percent, and

“(vii) for 2002 and thereafter, 30 percent.”.

SEC. 11127. PAYMENT LIMITS FOR HMOS AND CMPS WITH RISK CON-
TRACTS.
(a) IN GENERAL.—Section 1851F(e)(2)(C) (as added by subtitle B
of this title) is amended—

(1) by inserting “, subject to adjustment to take into account
the provisions of the succeeding clauses” before the period,

(2) by striking “The annual” and inserting “(i) IN GENERAL.—
The annual”, and

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

“(if) CeILING.—The portion of the annual per capita rate of
payment for each such class attributable to payments made
from the Federal Supplementary Medical Insurance Trust
Fund may not exceed 95 percent of the following amount (un-
less the portion of the annual per capita rate of payment for
each such class attributable to payments made from the Fed-
eral Hospital Insurance Trust Fund is less than 95 percent of
the weighted national average of all adjusted average per cap-
ita costs determined under paragraph (4) for that class that
are attributable to payments made from the Federal Hospital
Insurance Trust Fund):

“(I) 1996.—For 1996, 150 percent of the weighted na-
tional average of all adjusted average per capita costs de-



69

termined under paragraph (4) for that class that are at-
tributable to payments made from such Trust Fund, plus
80 percent of the amount by which (if any) the adjusted
average per capita cost for that class exceeds 150 percent
of that weighted national average.

“(I1) 1997.—For 1997, 150 percent of the weighted na-
tional average of all adjusted average per capita costs de-
termined under paragraph (4) for that class that are at-
tributable to payments made from such Trust Fund, plus
60 percent of the amount by which (if any) the adjusted
average per capita cost for that class exceeds 150 percent
of that weighted national average.

“(11) 1998.—For 1998, 150 percent of the weighted na-
tional average of all adjusted average per capta costs de-
termined under paragraph (4) for that class that are at-
tributable to payments made from such Trust Fund, plus
40 percent of the amount by which (if any) the adjusted
average per capita cost for that class exceeds 150 percent
of that weighted national average.

“(IV) 1999.—For 1999, 150 percent of the weighted na-
tional average of all adjusted average per capita costs de-
termined under paragraph (4) for that class that are at-
tributable to payments made from such Trust Fund, plus
20 percent of the amount by which (if any) the adjusted
average per capita cost for that class exceeds 150 percent
of that weighted national average.

“(V) 2000 AND LATER YEARS.—For 2000 and each suc-
ceeding year (subject to the establishment by the Secretary
of alternative limits under clause (vi)), 150 percent of the
weighted national average of all adjusted average per cap-
ita costs determined under paragraph (4) for that class
that are attributable to payments made from such Trust
Fund.

“(iiif) FLoor.—For 1996 and succeeding years, the portion of
the annual per capita rate of payment for each such class at-
tributable to payments made from the Federal Supplementary
Medical Insurance Trust Fund may not be less than 80 percent
of 95 percent of the weighted national average of all adjusted
average per capita costs determined under paragraph (4) for
that class that are attributable to payments made from such
Trust Fund, unless the portion of the annual per capita rate
of payment for each such class attributable to payments made
from the Federal Hospital Insurance Trust Fund is greater
than 95 percent of the weighted national average of all ad-
justed average per capita costs determined under paragraph
(4) for that class that are attributable to payments made from
the Federal Hospital Insurance Trust Fund.

“(iv) FuTure REVISIONS.—For 2001 and succeeding years, the
Secretary may revise any of the percentages otherwise applica-
ble during a year under the preceding clauses (other than
clause (i)), but only if the aggregate payments made under this
title to eligible organizations under risk-sharing contracts dur-
ing the year is not greater than the aggregate payments that
would have been made under this title to such organizations
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during the year if the Secretary had not revised the percent-
ages.

“(v) DISREGARD OF ESRD cosTs.—For purposes of clauses (ii)
and (iii), in determining the weighted average of all adjusted
average per capita costs determined under paragraph (4) for a
class, the Secretary shall not take into account any costs asso-
ciated with individuals entitled to benefits under this title
under section 226A.".

(b) CoNFORMING AMENDMENT.—Section 1851F(e) (as added by
subtitle B of this title)) is amended by inserting “, adjusted to take
into account the limitations imposed by clauses (ii) through (iv) of
paragraph (2)(C)” before the period.

SEC. 11128. WAIVE COST-SHARING FOR MAMMOGRAPHY.—

(&) DiagNosTIC MAMMOGRAPHY.—Section 1861(s) (42 U.S.C.
1395x(s)) is amended—

() in paragraph (3), by striking “including diagnostic mam-
mography if conducted by a facility that has a certificate (or
provisional certificate) issued under section 354 of the Public
Health Service Act”,

(2) by striking “and” at the end of paragraph (15),

(3) by striking the period at the end of paragraph (16) and
inserting “; and”, and

(4) by adding at the end the following:

“(17) diagnostic mammography, if conducted by a facility
that has a certificate (or provisional certificate) issued under
section 354 of the Public Health Service Act.”.

(b) PAYMENT FOR SCREENING MAMMOGRAPHY.—Section
1834(c)(1)(C) (42 U.S.C. 1395m(c)(1)(C)) is amended by striking “,
subject to the deductible established under section 1833(b),” and
“80 percent of”.

(c) WaIver oF DebucTiBLE.—The first sentence of section 1833(b)
(42 U.S.C. 1395I(b)) is amended by—

(1) striking “and” before “(4)", and

(2) inserting the following before the period: “, and (5) such
deductible shall not apply with respect to screening and diag-
nostic mammography described in section 1861(s)(13) and sec-
tion 1861(s)(17).”

(d) WaIvEr orF CoINSURANCE.—Section 1833(a)(1) (42 U.S.C.
1395I(a)(1)) is amended by—

(1) striking “and” at the end of clause (O),

(2) inserting after clause (P) the following: “, and

“(Q) with respect to diagnostic mammography described in
section 1861(s)(17), the amount paid shall be 100 percent of the
fee schedule amount provided under section 1848.".

(e) WAIVER OF COINSURANCE IN HoOsPITAL OUTPATIENT DEPART-
MENTS.—The third sentence of section 1866(a)(2)(A) (42 U.S.C.
1395cc(a)(2)(A)) is amended by inserting after “1861(s)(10)(A)” the
following: “, with respect to items and services described in section
1861(s)(13), with respect to items and services described in section
1861(s)(17),".

(f) EFFecTIVE DATE.—The amendments made by the preceding
subsections apply to services furnished on or after January 1, 1997.
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SEC. 11129. ANNUAL MAMMOGRAMS.

(&) PROVIDING ANNUAL SCREENING MAMMOGRAPHY 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 63 years of age,” and
(2) by striking clause (v).

(b) EFFecTivE DATE.—The amendment made by subsection (a)

applies to services furnished on or after January 1, 1997.

SEC. 11130. COVERAGE OF COLORECTAL SCREENING.

(@) IN GENERAL.—Section 1834 (42 U.S.C. 1395m) is amended by
inserting after subsection (c) the following:

“(d) FREQUENCY AND PAYMENT LIMITS FOR SCREENING FECAL-Oc-
CULT BLOOD TESTS, SCREENING FLEXIBLE SIGMOIDOSCOPIES AND
SCREENING COLONOSCOPY.—

“(1) FREQUENCY LIMITS FOR SCREENING FECAL-OCCULT BLOOD
TESTS.—Subject to revision by the Secretary under paragraph
(4), no payment may be made under this part for a screening
fecal-occult blood test provided in an individual for the purpose
of early detection of colon cancer if the test is performed—

“(A) in the case of an individual under 65 years of age,
more frequently than is provided in a periodicity schedule
established by the Secretary for purposes of this subpara-
graph, 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 section 1848 with respect to
screening flexible sigmoidoscopies provided for the purpose
of early detection of colon cancer that is consistent 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 sec-
tion.

“(B) FREQUENCY LIMITS.—Subject to revision by the Sec-
retary under paragraph (4), no payment may be made
under this part for a screening flexible sigmoidoscopy pro-
vided to an individual for the purpose of early detection of
colon cancer if the procedure is performed—

“(i) in the case of an individual under 65 years of
age, more frequently than is provided in a periodicity
schedule established by the Secretary for purposes of
this subparagraph, 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 INDIVIDUALS AT HIGH RISK
FOR COLORECTAL CANCER.—

“(A) PAYMENT AMOUNT.—The Secretary shall establish a
payment amount under section 1848 with respect to
screening colonoscopy for individuals at high risk for
colorectal cancer (as determined in accordance with cri-
teria established by the Secretary) provided for the pur-
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pose of early detection 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 Sec-
retary 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 individual
for the purpose of early detection of colon cancer if the pro-
cedure is performed within the 47 months following the
month in which a previous screening colonoscopy was per-
formed.

“(C) FACTORS CONSIDERED IN ESTABLISHING CRITERIA FOR
DETERMINING INDIVIDUALS AT HIGH RIsK.—In establishing
criteria for determining whether an individual is at high
risk for colorectal cancer for purposes of this paragraph,
the Secretary shall take into consideration family history,
prior experience of cancer, a history of chronic digestive
disease condition, and the presence of any appropriate rec-
ognized 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
and the Secretary believes to be pertinent.

“(B) REVISION OF FREQUENCY.—The Secretary, 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 sub-
section.”.

(b) CONFORMING AMENDMENTS.—

(1) SecTION 1833(a).—Paragraphs (1)(D) and (2)(D) of section
1833(a) (42 U.S.C. 13951(a)) are each amended by striking
“subsection (h)(1),” and inserting “subsection (h)(1) or section
1834(d)(1),".

(2) SeEcTioN 1848(a)(2)(A).—Clauses (i) and (ii) of section
1848(a)(2)(A) (42 U.S.C. 13951(a)(2)(A)) are each amended by
striking “a service” and inserting “a service (other than a
screening flexible sigmoidoscopy provided to an individual for
the purpose of early detection of colon cancer or a screening
colonoscopy provided to an individual at high risk for colorectal
cancer for the purpose of early detection of colon cancer)”.

(3) SECTION 1862(a).—Section 1862(a) (42 U.S.C. 1395y(a)) is
amended—

(A) in paragraph (1)—

(i) by striking “and” at the end of subparagraph (E),

(i) by striking the semicolon at the end of subpara-
graph (F) and inserting “and”, and

(iii) by adding at the end the following:

“(G) in the case of screening fecal-occult blood tests,
screening  flexible  sigmoidoscopies, and screening
colonoscopy provided for the purpose of early detection of
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colon cancer, which are performed more frequently than is
covered under section 1834(d);”, and

(B) in paragraph (7), by striking “paragraph (1)(B) or
under paragraph (1)(F)" and inserting “subparagraphs (B),
(F), or (G) of paragraph (1)".

(c) EFFecTIVE DATE.—The amendments made by the preceding
subsections apply to services furnished on or after January 1, 1996.
SEC. 11131. PAYMENTS FOR VACCINES AND VACCINE ADMINISTRA-

TION.

(&) PAYMENT AMOUNTS FOR THE ADMINISTRATION OF CERTAIN
VACCINES.—

(1) IN GENERAL.—Section 1833(k) (42 U.S.C. 13951(k)) is
amended to read as follows:

“(k) PAYMENT AMOUNT FOR CERTAIN VACCINES.—

“(1) IN GENERAL.—The payment amount under this part for
the administration of a vaccine described in section 1861(s)(10)
shall be equal to—

“(A)(i) for a vaccine administered in 1996 not in connec-
tion with the furnishing of another service, $9.00, and

“(ii) for a vaccine administered in 1996 in connection
with the furnishing of another service, $4.00, and

“(B) for a vaccine administered in any subsequent year,
the amount determined under subparagraph (A), or under
this subparagraph, for the previous year, increased by the
update under section 1848(d)(3) for that subsequent year
for  physicians’  services (described in  section
1848(d)(3)(A)(ii)(1))- o

“(2) CrRoss REFERENCE.—For a limitation on actual charges
for items and services described in section 1861(s)(10), see
paragraphs (1) and (2) of section 1848(g).".

(2) CONFORMING AMENDMENT TO SECTION 1832(a)(1).—Sec-
tion 1832(a)(1) (42 U.S.C. 1395k(a)(1)) is amended by striking
“and (D)” and inserting “, (D), and (K)".

(3) CONFORMING AMENDMENTS TO SECTION 1832(a)(2).—Sec-
tion 1832(a)(2) (42 U.S.C. 1395k(a)(2)) is amended—

(A) in subparagraph (B), by striking “described in sub-
paragraph (G) or subparagraph (1)’ and inserting “or serv-
ices described in subparagraph (G), (1), or (K)”,

(B) in subparagraph (D), by inserting before the semi-
colon the following: “, other than, in either case, services
described in subparagraph (K)”,

(C) in subparagraph (H), by inserting before the semi-
colon the following: “, other than services described in sub-
paragraph (K)”,

(D) in subparagraph (1), by striking the final “and”,

(E) in subparagraph (J), by striking the period and add-
ing “; and”, and

(F) by adding at the end the following:

“(K) administration of vaccines by providers of services,
or as rural health clinic or Federally qualified health cen-
ter services.”.

(4) CONFORMING AMENDMENTS TO SECTION 1833(a)(1).—Sec-
tion 1833(a)(1)(B) (42 U.S.C. 13951(a)(1)(B)) is amended—
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(A) by striking “items and services described” and insert-
ing “vaccines listed”, and

(B) by inserting at the end the following: “and, with re-
spect to the administration of those vaccines, the amounts
described in subsection (k)(1),”

(5) CONFORMING AMENDMENTS TO SECTION 1833(a)(2).—Sec-
tion 1833(a)(2) (42 U.S.C. 13951(a)(2)) is amended—

(A) in the matter preceding subparagraph (A), by strik-
ing “and (1)” and inserting “, (1), and (K)”, and

(B) in the matter in subparagraph (A) preceding clause
(i), by striking “items and services described” and inserting
“vaccines listed”.

(6) CONFORMING AMENDMENT TO SECTION 1833(a)(3).—Sec-
tion 1833(a)(3) (42 U.S.C. 13951(a)(3)) is amended by striking
“items and services described” and inserting “vaccines listed”.

(7) CONFORMING AMENDMENTS TO SECTION 1833(a)(6).—Sec-
tion 1833(a)(6) (42 U.S.C. 13951(a)(6)) is amended—

(A) by inserting “other than services described in section
1832(a)(2)(K)" after “services”, and

(B) by striking “and”.

(8) CONFORMING AMENDMENT TO SECTION 1833(a)(7).—Sec-
tion 1833(a)(7) (42 U.S.C. 13951(a)(7)) is amended by striking
the period and adding at the end “; and”.

(9) Cross REFERENCE.—Section 1833(a) (42 U.S.C. 13951(a))
is amended by adding at the end the following:

“(8) in the case of services described in section 1832(a)(2)(k),
the amount described in subsection (k)(1).".

(10) CONFORMING AMENDMENT TO SECTION 1834(g).—Section
1834(g)(2) (42 U.S.C. 1395m(g)(2)) is amended by inserting
“(other than services described in section 1832(a)(2)(K))” after
“hospital services”.

(11) CONFORMING AMENDMENTS TO SECTION 1842(b).—

(A) INITIAL MATTER IN PARAGRAPH (3)(b).—The matter in
section 1842(b)(3)(B) (42 U.S.C. 1395u(b)(3)(B)) preceding
clause (i) is amended by inserting “, where payment under
this part for a service is on a basis other than a cost
basis,” after “carrier, and”.

(B) PARAGRAPH (3)(b)(||) —Section 1842(b)(3)(B)(ii)(l) (42
U.S.C. 1395u(b)(3)(B)(||)(I)) is amended by msertlng “(or
other payment basis)” after “reasonable charge”.

(12) CONFORMING AMENDMENTS TO SECTION 1848(g).—

(A) PARAGRAPH (1).—The first sentence of section
1848(g)(1) (42 U.S.C. 1395w-4(g)(1)) is amended by insert-
ing “or items and services described in section 1861(s)(10)”
after “January 1, 1991)".

(B) PARAGRAPH (2).—Section 1848(g)(2)(C) (42 U.S.C.
1395w—4(g)(2)(C)) is amended by adding at the end the fol-
lowing: “For items and services described in section
1861(s)(10) furnished in a year after 1994, the ‘limiting
charge’ shall be 115 percent of the applicable amount de-
scribed in section 1833(k)(1).".

(b) ELIMINATION OF COINSURANCE AND DEDUCTIBLE FOR HEPA-
TITIS B VAccINE.—Section 1833(a)(1)(B) (42 U.S.C. 13951(a)(1)(B)),
the matter in subparagraph (A) of section 1833(a)(2) (42 U.S.C.
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13951(a)(2)) preceding clause (i), section 1833(a)(3) (42 U.S.C.
13951(a)(3)), paragraph (1) of the first sentence of section 1833(b)
(42 U.S.C. 13951(b)), and the third sentence of section 1866(a)(2)(A)
(42 U.S.C. 1395cc(a)(2)(A)) are each amended by striking
“1861(s)(10)(A)” and inserting “1861(s)(10)".

(c) REPEAL OF OBSOLETE PROVISIONS.—

(1) SociAL SECURITY ACT.—Section 1861(s)(10)(A) (42 U.S.C.
1395x(s)(10)(A)) is amended by striking “, subject to section
4071(b) of the Omnibus Reconciliation Act of 1987,".

(2) OBRA-1987.—Section 4071(b) of the Omnibus Budget
Reconciliation Act of 1987 is repealed.

PART 3—PROVISIONS RELATING TO PARTS A
AND B

SEC. 11141. CENTERS OF EXCELLENCE.
(&) IN GENERAL.—Title XVIII is amended by inserting after sec-
tion 1888 the following:

“SEC. 1889. CENTERS OF EXCELLENCE.

“(@) IN GENERAL.—The Secretary shall use a competitive process
to contract with centers of excellence for cataract surgery, coronary
artery by-pass surgery, and such other services as the Secretary
determines to be appropriate. Payment under this title shall be
made for services subject to such contracts on the basis of nego-
tiated or all-inclusive rates as follows:

“(1) CovERAGE OF URBAN AREA.—The center shall cover serv-
ices provided in an urban area (as defined in section
1886(d)(2)(D)) for years beginning with fiscal year 1996.

“(2) SAVINGS REQUIRED.—The amount of payment made by
the Secretary to the center under this title for services covered
under the project shall be less than the aggregate amount of
the payments that the Secretary would have made to the cen-
ter for such services had the project not been in effect.

“(3) TyPEs oF seERvVICES.—The Secretary shall make pay-
ments to the center on such a basis for the following services
furnished to individuals entitled to benefits under this title:

“(A) Facility, professional, and related services relating
to cataract surgery.

“(B) Coronary artery bypass surgery and related serv-
ices.

“(C) Such other services as the Secretary and the center
may agree to cover under the agreement.

“(b) REBATE OF PORTION OF SAVINGS.—In the case of any services
furnished by a center under subsection (a), the Secretary shall
make a payment to each individual to whom such services are fur-
nished at such time and in such manner as the Secretary may pro-
vide, in an amount equal to 10 percent of the amount by which—

“(1) the amount of payment that would have been made by
the Secretary under this title to the center for such services if
the services had not been provided at the center, exceeds

“(2) the amount of payment made by the Secretary under
this title to the center for such services.”.
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(b) EFFecTIVE DATE.—The amendments made by subsection (a)
apply to services furnished on or after October 1, 1996.

SEC. 11142. MAINTAINING SAVINGS RESULTING FROM TEMPORARY
FREEZE ON PAYMENT INCREASES FOR HOME HEALTH
SERVICES.

(a) BAsING UpPDATES TO PER VisIT CosT LIMITS ON LIMITS FOR
FiscaL  YEArR 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 establishing limits under this subparagraph, the Sec-
retary may not take into account any changes in the costs of the
provision of services furnished by home health agencies with re-
spect 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 making any exemptions and
exceptions pursuant to section 1861(v)(1)(L)(ii) of the Social Secu-
rity Act.

SEC. 11143. INTERIM PAYMENTS FOR HOME HEALTH SERVICES.

(&) RebucTiONs 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 (111),

(2) by striking the period at the end of the matter following
subclause (I11), and inserting “, and”, and

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

“(1V) October 1, 1996, 105 percent of the median of the labor-
related and nonlabor per visit costs for freestanding home
health agencies.”.

(b) DeLAY IN UpbpATES.—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) ApbiTioNs 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:

“(iv) LIMITS FOR FISCAL YEARS 1997 THROUGH 1999.—
For services furnished by home health agencies for
cost reporting periods beginning on or after October 1,
1996, but before October 1, 1999, the Secretary shall
provide for an interim system of limits. Payment shall
be the lower of—

“(I) costs determined under the preceding provi-
sions of this subparagraph, or

“(Il) an agency-specific per beneficiary annual
limitation calculated from the agency’'s 12-month
cost reporting period ending on or after January 1,
1994, and on or before December 31, 1994, based
on reasonable costs (including nonroutine medical
supplies), updated by the home health market
basket index. The per beneficiary limitation shall
be multiplied by the agency’s unduplicated census
count of patients (entitled to benefits under this
title) for the year subject to the limitation to de-
termine the aggregate agency specific per bene-
ficiary limitation.
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“(v) SPecIAL RULES.—For services furnished by
home health agencies for cost reporting periods begin-
ning on or after October 1, 1996, the following rules
shall apply:

“(I) For new providers and those providers with-
out a 12-month cost reporting period ending in
calendar year 1994, the per beneficiary limitation
shall be equal to the mean of these limits (or the
Secretary’s best estimates thereof) applied to
home health agencies as determined by the Sec-
retary. Home health agencies that have altered
their corporate structure or name shall not be con-
sidered new provides for payment purposes.

“(I) For beneficiaries who use services fur-
nished by more than one home health agency, the
per beneficiary limitations shall be prorated
among agencies.

“(vi) BoNus PAYMENTS.—Home health agencies
whose cost or utilization experience is below 125 per-
cent of the mean national or census region aggregate
per beneficiary cost or utilization experience for 1994,
or best estimates thereof, and whose year-end reason-
able costs are below the agency-specific per beneficiary
limitation, shall receive payments equal to 50 percent
of the difference between the agency’s reasonable costs
and its limit for fiscal years 1997, 1998, and 1999.
Such payments may not exceed 5 percent of such
agency's aggregate Medicare reasonable cost in a year.

“(vii) MODIFICATIONS FOR REGIONAL OR NATIONAL
VARIATIONS IN UTILIZATION.—Effective January 1,
1997, or as soon as feasible, the Secretary shall modify
the agency-specific per beneficiary annual limitation
described in clause (iv) to provide for regional or na-
tional variations in utilization. For purposes of deter-
mining 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 region cost or utiliza-
tion experience in 1994, or the Secretary’s best esti-
mates 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 al-
lowing for a period of public comment thereon. Payments subject
to these limits will be effective for cost reporting periods beginning
on or after October 1, 1996, without the necessity for consideration
of comments received, but the Secretary shall, by Federal Register
notice, affirm or modify the limits after considering those com-
ments.

(e) DEVELOPMENT OF CASE Mix SysTEM.—The Secretary shall ex-
pand research on a prospective payment system for home health
agencies that shall tie prospective payments to an episode of care,
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including an intensive effort to develop a reliable case mix adjuster
that explains a significant amount of the variances in costs.

(f) SuBmissioN oF DATA FOR Case Mix System.—Effective for
cost reporting periods beginning on or after October 1, 1998, the
Secretary may require all home health agencies to submit such ad-
ditional information as the Secretary deems necessary for the de-
velopment of a reliable case mix system.

SEC. 11144. PROSPECTIVE PAYMENT FOR HOME HEALTH SERVICES.
Title XVIII is amended by adding at the end the following:

“SEC. 1893. PROSPECTIVE PAYMENT FOR HOME HEALTH SERVICES.

“(a) IN GENERAL.—Notwithstanding section 1861(v), the Sec-
retary shall, for cost reporting periods beginning on or after Octo-
ber 1, 1999, provide for payments for home health services in ac-
cordance with a prospective payment system, which pays home
health agencies on a per episode basis, established by the Sec-
retary.

“(b) ELEMENTS OoF SysTEM.—Such a system shall include the fol-
lowing:

“(1) BASED ON A PER EPISODE AMOUNT.—AII services covered
and paid on a reasonable cost basis under the medicare home
health benefit as of the date of the enactment of the Balanced
Budget Act of 1995 for Economic Growth and Fairness, includ-
ing medical supplies, shall be subject 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 within an epi-
sode and their cost, and a general system design that will pro-
vide for continued access to quality services. The per episode
amount shall be based on the most current audited cost report
data available to the Secretary

“(2) Use oF case Mix.—The Secretary shall employ an appro-
priate case mix adjustment that explains a significant amount
of the variation in cost.

“(3) ANNUAL ADJUSTMENTS.—The episode payment amount
shall be adjusted annually by the home health market basket
index. The labor portion of the episode amount shall be ad-
justed for geographic differences in labor-related costs based on
the most current hospital wage index.

“(4) OuTLIERS.—The Secretary may designate a payment
provision for outliers, recognizing the need to adjust payments
due to unusual variations in the type or amount of medically
necessary care.

“(5) COORDINATION BY HOME HEALTH AGENCY.—A home
health agency shall be responsible for coordinating all care for
a beneficiary. If a beneficiary elects to transfer to, or receive
services from, another home health agency within an episode
period, the episode payment shall be prorated between home
health agencies.

“(c) SAvINGs.—Prior to implementing the prospective system de-
scribed in subsections (a) and (b) in a budget neutral fashion, the
Secretary shall first reduce, by 15 percent, the cost limits, per ben-
eficiary limits, and actual costs, described in section
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1861(v)(1)(L)(iv), as such limits are in effect on September 30,
1999.".

SEC. 11145. PAYMENT BASED ON LOCATION WHERE HOME HEALTH
SERVICE 1S FURNISHED.

(@) ConDITIONS OF PARTICIPATION.—Section 1891 (42 U.S.C.
1395bbb) is amended by adding at the end the following:

“(g) PAYMENT ON Basis oF LoCATION OF SeRVICE.—A home
health agency shall submit claims for payment of home health
services under this title only on the basis of the geographic location
at which the service is furnished, as determined by the Secretary.”.

(b) WAGE ADJUSTMENT.—Section 1861(v)(1)(L)(iii) (42 U.S.C.
1395x(v)(1)(L)(iii)) is amended by striking “agency is located” and
inserting “service is furnished”.

(c) EFFecTive DATE.—The amendments made by previous sub-
sections apply to services furnished on or after October 1, 1996.
SEC. 11146. ELIMINATION OF PERIODIC INTERIM PAYMENTS FOR

HOME HEALTH AGENCIES.

(&) IN GENERAL.—Section 1815(e)(2) (42 U.S.C. 1395g(e)(2)) is
amended—

(1) by inserting “and” at the end of subparagraph (C),
(2) by striking subparagraph (D), and
(3) by redesignating subparagraph (E) as (D).

(b) EFFecTIVE DATE.—The amendments made by subsection (a)
apply to payments made on or after October 1, 1999.

SEC. 11147. ESTABLISHMENT OF POST-HOSPITAL HOME HEALTH BEN-
EFIT UNDER PART A AND TRANSFER OF OTHER HOME
HEALTH SERVICES TO PART B.

(&) IN GENERAL.—Section 1812(a)(3) (42 U.S.C. 1395d(a)(3)) is
amended—

(1) by inserting “post-hospital” before “home health services”,
and

(2) by inserting “for up to 100 visits during any spell of ill-
ness (or, in the case of an individual who is not enrolled in the
insurance program established by part B, home health serv-
ices)” before the semicolon.

(b) PosT-HosPITAL HOME HEALTH SERVICES.—Section 1861 (42
U.S.C. 1395x), as amended by section 11118, is further amended by
adding at the end the following:

“(pp) PosTt-HosPiTAL HOME HEALTH SERVICES.—The term ‘post-
hospital home health services’ means home health services fur-
nished to an individual under a plan of treatment established when
the individual was an inpatient of a hospital or rural primary care
hospital for not less than 3 consecutive days before discharge, if
home health services are initiated for such individual within 30
days after discharge from the hospital or rural primary care hos-
pital.”.

(c) CoNFORMING AMENDMENTS.—Section 1812(b) (42 U.S.C.
1395d(b)) is amended—

(1) by striking “or” at the end of paragraph (2);

(2) by striking the period at the end of paragraph (3) and in-
serting “; or”, and

(3) by adding at the end the following:
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“(4) post-hospital home health services furnished to the indi-
vidual during such spell of illness after such services had been
furnished to the individual for 100 visits during such spell.”.

(d) CLARIFICATION OF PART-TIME OR INTERMITTENT NURSING
CARe.—Section 1861(m) (42 U.S.C. 1395x(m)) is amended by add-
ing at the end the following: “For purposes of paragraphs (1) and
(4), the term ‘part-time or intermittent services’ means skilled
nursing and home health aide services furnished any number of
days per week as long as they are furnished (combined) less than
8 hours each day and 28 or less hours each week (or, subject to re-
view on a case-by-case basis as to the need for care, less than 8
hours each day and 35 or less hours per week). For purposes of sec-
tions 1814(a)(2)(C) and 1835(a)(2)(A), ‘intermittent’ means skilled
nursing care that is either provided or needed on fewer than 7 days
each week, or less than 8 hours or each day of skilled nursing and
home health services combined for periods of 21 days or less (with
extensions in exceptional circumstances when the need for addi-
tional care is finite and predictable).”.

(e) PAvymMENTS UNDER PART B.—Subparagraph (A) of section
1833(a)(2) (42 U.S.C. 13951(a)(2)) is amended to read as follows:

“(A) with respect to home health services (other than a
covered osteoporosis drug (as defined in section 1861(kk)),
and to items and services described in section
1861(s)(10)(A), the amounts determined under section
1861(v)(1)(L) or section 1893, or, if such services are fur-
nished by a public provider of services, or by another pro-
vider which demonstrates to the satisfaction of the Sec-
retary that a significant portion of its patients are low-in-
come (and requests that payment be made under this pro-
vision), free of charge or at nominal charges to the public,
the amount determined in accordance with section
1814(b)(2);".

(f) ExcLusioN oF ADDITIONAL PART B CosTs FROM DETERMINA-
TION 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 inserting “(ex-
cept as provided in paragraph (5))” before the period, and

(B) by adding at the end the following:

"“(5) ExcrusioN oF HoME HEALTH CosTs.—In estimating the ben-
efits and administrative costs which will be payable from the Fed-
eral Supplementary Medical Insurance Trust Fund for a year (be-
ginning with 1997), the Secretary shall exclude an estimate of any
benefits and administrative costs attributable to home health serv-
ices for which payment would have been made under part A during
the year but for paragraph (4) of section 1812(b), or home health
services furnished under part A that are not post-hospital home
health services.”

(g) PAYMENTS FROM SUPPLEMENTARY MEDICAL INSURANCE TRUST
FuNnD FOR CERTAIN HOME HEALTH SERVICES FURNISHED UNDER
PArRT A.—Section 1815(a) (42 U.S.C. 1395¢g(a)) is amended by in-
serting after “Trust Fund” the following: “or in the case of home
health services that are not post-hospital home health services,
from the Federal Supplementary Medical Insurance Trust Fund)”.
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(h) EFFecTive DATE.—The amendments made by the preceding
subsections apply to spells of illness beginning on or after October
1, 1996.

SEC. 11148. PERMANENT EXTENSION OF CERTAIN SECONDARY PAYER
PROVISIONS.

(&) WorkiING DisaBLED.—Section 1862(b)(1)(B) is amended by
striking clause (iii).

(b) INDIVIDUAL WITH END STAGE RENAL DISEASE.—Section
1862(b)(1)(C) is amended—

(1) in the first sentence, by striking “12-month” each place
it occurs and inserting “18-month”, and
(2) by striking the second sentence.

(c) IRS-SSA-HCFA DATA MATCH.—

(1) SociAL secuURITY AcT.—Section 1862(b)(5)(C) is amended
by striking clause (iii).

(2) INTERNAL REVENUE cODE.—Section 6103(1)(12) of the In-
ternal Revenue Code of 1986 is amended by striking subpara-
graph (F).

PART 4—MEDICARE PART B PREMIUM

SEC. 11161. PART B PREMIUM.

(&) IN GENERAL.—The first and second sentences of section
1839(a)(3) (42 U.S.C. 1395r(a)(3)) are amended to read as follows:
“The Secretary shall, during September of each year, determine
and promulgate a monthly premium rate for the succeeding cal-
endar year. That monthly premium rate shall be equal to 50 per-
cent of the monthly actuarial rate for enrollees age 65 and over, de-
termined according to paragraph (1), for that succeeding calendar
year.”.

(b) CONFORMING AND TECHNICAL AMENDMENTS.—Section 1839
(42 U.S.C. 1395r) is amended—

(1) in subsection (a)(2), by striking “(b) and (e)” and inserting
“(b), (c), and (f)", _
(2) in the third sentence of subsection (a)(3)—
(A) by inserting “rate” after “premium”, and
(B) by striking “and the derivation of the dollar amounts
specified in this paragraph”,
(3) by striking subsection (e), and
(4) by redesignating subsection (g) and (e) and inserting that
subsection after subsection (d).

(c) EFFecTIVE DATE.—The amendments made by the preceding

subsections apply to premiums for months after December 1995.

Subtitle B—Expanded Medicare Choice

SEC. 11201. EXPANDED CHOICE UNDER MEDICARE.
() IN GENERAL.—Title XVIII (42 U.S.C. 1395 et seq.) is amended
by inserting after section 1804 the following:

“OPTION TO ENROLL IN MANAGED CARE PLANS

“Sec. 1805. Every individual entitled to benefits under part A
and enrolled under part B or enrolled under part B only shall be
eligible to enroll under part C with any eligible organization with
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which the Secretary has entered into a contract under part C and
which serves the geographic area in which the individual resides.”.
(b) EFFecTive DATE.—The amendment made by subsection (a)
applies to enrollments whose periods begin after 1996.
SEC. 11202. BROADER CHOICE AMONG MANAGED CARE ORGANIZA-
TIONS.
(&) IN GENERAL.—Title XVIII (42 U.S.C. 1395 et seq.) is amend-
ed—
(1) by redesignating part C (42 U.S.C. 1395x et seq.) as part
D, and
(2) by inserting after part B (42 U.S.C. 1395j et seq.) the fol-
lowing:

“PART C—MANAGED CARE ORGANIZATIONS

“SEC. 1851A. TYPES OF MANAGED CARE ORGANIZATIONS.

“(a) ELIGIBLE ORGANIZATIONS.—For purposes of this part, the
term ‘eligible organization’ means a public or private entity, orga-
nized under the laws of any State, that is—

“(1) a qualified health maintenance organization (QHMO),

“(2) a competitive medical plan (CMP),

“(3) a preferred provider organization (PPO), or

“(4) a provider sponsored organization (PSO).

“(b) QUALIFIED HEALTH MAINTENANCE ORGANIZATION (QHMO).—
For purposes of this part, the term ‘qualified health maintenance
organization’ means such as organization (as defined in section
1310(d) of the Public Health Service Act) that meets the require-
ments of subparagraphs (B) and (E) of subsection (c)(1).

“(c) CoMPETITIVE MEDICAL PLAN (CMP).—

“(1) IN GENERAL.—For purposes of this part, the term ‘com-
petitive medical plan’ means an entity that meets the following
requirements:

“(A) MINIMUM SERVICES TO ALL MEMBERS.—The entity
provides to enrolled members at least the following health
care services:

“(i) Physicians’ services performed by physicians (as
defined in section 1861(r)(1)).

“(ii) Inpatient hospital services.

“(iil) Laboratory, X-ray, emergency, and preventive
services.

“(iv) Out-of-area coverage.

“(B) PROVISION OF PHYSICIANS SERVICES.—The entity
provides physicians’ services primarily (i) directly through
physicians who are either employees or partners of such
organization, or (ii) through contracts with individual phy-
sicians or one or more groups of physicians (organized on
a group practice or individual practice basis).

“(C) COMPENSATION ON PREPAID RISK BASIS.—The entity
is compensated (except for deductibles, coinsurance, and
copayments) for the provision of health care services to en-
rolled members by a payment which is paid on a periodic
basis without regard to the date the health care services
are provided and which is fixed without regard to the fre-
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guency, extent, or kind of health care service actually pro-
vided to a member.

“(D) AssUMPTION OF RISK.—The entity assumes full fi-
nancial risk on a prospective basis for the provision of the
health care services listed in subparagraph (A), except that
such entity may—

“(i) obtain insurance or make other arrangements
for the cost of providing to any enrolled member
health care services listed in subparagraph (A) the ag-
gregate value of which exceeds $5,000 in any year,

“(ii) obtain insurance or make other arrangements
for the cost of health care services listed in subpara-
graph (A) provided to its enrolled members other than
through the entity because medical necessity required
their provision before they could be secured through
the entity,

“(iii) 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 income for such fiscal year, and

“(iv) make arrangements with physicians or other
health professionals, health care institutions, or any
combination of such individuals or institutions to as-
sume all or part of the financial risk on a prospective
basis for the provision of basic health services by the
physicians or other health professionals or through the
institutions.

“(E) FISCAL SOUNDNESS; PROVISION AGAINST INSOL-
VENCY.—The entity meets standards for fiscal soundness
(including standards for provision against the risk of insol-
vency) applicable to Federally qualified health mainte-
nance organizations under title XIIl of the Public Health
Service Act.

“(2) EXCEPTION FOR CERTAIN GRANDFATHERED CONTRACTS.—
Paragraph (1)(A)(ii) shall not apply to an entity which had con-
tracted with a single State agency administering a State plan
approved under title XIX for the provision of services (other
than inpatient hospital services) to individuals eligible for such
services under such State plan on a prepaid risk basis prior to
1970.

“(d) PREFERRED PROVIDER ORGANIZATION (PPO).—

“(1) IN GENERAL.—For purposes of this part, the term ‘pre-
ferred provider organization’ means an entity that meets the
following requirements:

“(A) MINIMUM SERVICES TO ALL MEMBERS.—The entity
provides at least physicians’ services performed by physi-
cians (as defined in section 1861(r)(1)).

“(B) PROVISION OF PHYSICIAN SERVICES; FISCAL SOUND-
NEss.—The entity meets the requirements of subpara-
graphs (B) and (E) of subsection (c)(1).

“(C) AssUMPTION OF RISK.—The entity meets the re-
guirements of subsection (c)(1)(D) with respect to members
enrolled with the organization under this part.
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“(2) DETERMINATION OF PRIVATE MEMBERSHIP.—INn applying
the provisions of sections 1851E(g) and 1851F(e)(1)(B)(1) and
(FH(1)(B)(i) (concerning minimum private enrollment) to an or-
ganization that meets the requirements of paragraph (1), indi-
viduals for whom the organization has assumed substantial fi-
nancial risk shall be considered to be members of the organiza-
tion.

“(e) PROVIDER SPONSORED ORGANIZATION (PSO).—

“(1) IN GENERAL.—For purposes of this part, the term ‘pro-
vider sponsored organization’ means an entity that meets the
following requirements:

“(A) TyPE OF ENTITY.—The entity is a hospital, a group
of affiliated hospitals, or an affiliated group consisting of
a hospital or hospitals and physicians (as defined in sec-
tion 1861(r)(1)).

“(B) MINIMUM SERVICES TO ALL MEMBERS.—The entity
provides at least physicians’ services performed by physi-
cians (as defined in section 1861(r)(1)) and inpatient hos-
pital services.

“(C) DIRECT PROVISION OF SERVICES.—The entity pro-
vides directly a substantial portion of the services covered
under this title (as determined by the Secretary, which
may vary for rural or under served areas).

“(D) AsSSUMPTION OF RISK.—The entity meets the re-
guirements of subsection (c)(1)(D) with respect to members
enrolled with the organization under this part.

“(E) FISCAL SOUNDNESS; PROVISION AGAINST INSOL-
VENCY.—The entity meets requirements for fiscal sound-
ness and provision against insolvency developed by the
Secretary.

“(2) DETERMINATION OF PRIVATE MEMBERSHIP.—INn applying
the provisions of sections 1851E(g) and 1851F(e)(1)(B)(1) and
(FH(1)(B)(i) (concerning minimum private enrollment) to an or-
ganization that meets the requirements of paragraph (1), indi-
viduals for whom the organization has assumed substantial fi-
nancial risk shall be considered to be members of the organiza-
tion.

“(3) LIMITED PREEMPTION OF STATE LAwW.—EXcept as other-
wise provided in the next sentence, an orga