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FOREWORD

This publication of the Special Committee on Aging is designed to serve as
a ready reference for legislators, organizations and other individuals concerned
with the health care provisions of the Social Security Amendments of 1965,
Public Law 89-97. It contains the health insurance and related provisions
of the new law with marginal annotations summarizing each section. To
further assist the reader, the table of contents lists the page on which each
section of the law may be found.

It is the hope of the members of the committee that this document will
prove of value in understanding and implementing comprehensive and complex
legislation.

GEORGE A. SMATHERS, Chirman.



pealtly usurance and Related Probisions

of Public dafu 89-97, ttle

"Social *ecuritV tmendments of 1965."
(The annotations appearing in the margin of this print
have been prepared solely for the convenience of the
reader and do not have the force and effect of law.)

Anl art

To provide a hospital Insurance program for the aged under the Social Security
Act with a supplementary medical benefits program and an expanded program
of medical assistance, to increase benefits under the Old-Age, Survivors, and
Disability Insurance System, to improve the Federal-State public assistance
programs, and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That this Act, with
the following table of contents, may be cited as the "Social Security
Amendments of 1965".
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TITLE I-HEALTH INSURANCE FOR THE AGED AND
MEDICAL ASSISTANCE

SHORT TITLE

SEC. 100. This title may be cited as the "Health Insurance for Names title I of Act as "Health Insurance
the Aged Act". for the Aged Act."

PART 1-HEALTH INSURANCE BENEFITS FOR THE AGED

ENTITLEMENT TO HOSPITAL INSURANCE BENEFITS Amends title II of Social Security Act by
adding new section 226, "Entitlement to

SEc. 101. Title II of the Social Security Act is amended by adding Hospital Insurance Benefits."
at the end thereof the following new section:

"ENTITLEMENT TO HOSPITAL INSURANCE BENEFITS65 and over entitled to OASI4C ETITEMET T HOPITA INURACE ENETTSbenefits or a qualified railroad retirement
"SEc. 226. (a) Every individual whhospital

"(1) has attained the age of 65, and
"(2) is entitled to monthly insurance benefits under section

202 or is a qualified railroad retirement beneficiary,
shall be entitled to hospital insurance benefits under part A of title
XVIII for each month for which he meets the condition specified in
paragraph (2), beginning with the first month after June 1966 for
which he meets the conditions specified in paragraphs (1) and (2).

"(b) For purposes of subsection (a)- Payment will be made for inpatient hospital
"(1) entitlement of an individual to hospital insurance bene- services, post-hospital extended care

fits for a month shall consist of entitlement to have payment ices, post-hospital home health services
made under, and subject to the limitations in, part A of title and outpatient hospital diagnostic services
XVIII on his behalf for inpatient hospital services, post-hospital Only if furnished in United States (or,
extended care services, post-hospital home health services, and under 1814(f), outside U.S. in the case ofserice (a suh trmsaredefnedcertain emergency inpatient hospital serv-outpatient hospital diagnostic servicesices). Payment for post-hospital extended
in part C of title XVIII) furnished him in the United States (or care services begins 1/1/67. Payment for post-
outside the United States in the case of inpatient hospital serv- hospital extended care services or home health
ices furnished under the conditions described in section 1814(f)) services made only if individual is dis-
during such month; except that (A) no such payment may be charged from hospital after 6/30/66, or on
made for post-hospital extended care services furnished before or after first dayl'f month of attainment
January 1967, and. (B) no such payment may be made for post- of age 65, whichever is later.
hospital extended care services or post-hospital home health
services unless the discharge from the hospital required to
qualify such services for payment under part A of title XVIII
occurred after June 30, 1966, or on or after the first day of
the month in which he attains age 65, whichever is later; and

"(2) an individual shall be deemed entitled to monthly insur- Individual is entitled to hospital insur-
ance benefits under section212, or to be a qualified railroad snce benefits for hd
retirement beneficiary, for the month .in which he died if he (ontiat
would have been entitled to such benefits, or would have been a
qualified railroad retirement beneficiary, for such month had
he died in the next month.

"(c) For purposes of this section, the term 'qualified railroad "qialified railroad retirement beneficiary"
retirement beneficiary' means an individual whose name has been is defined under section'21 of Railroad
certified to the Secretary by the Railroad Retirement Board under Retirement Act, a new section shown on
section 21 of the Railroad Retirement Act of 1937. An individual page 55 of this Act.
shall cease to be a qualified railroad retirement beneficiary at the
close of the month preceding the month which is certified by the

54-268 0-65-2



Reference to section 103 of Act, page 48
(entitlement to hospital insurance benefits
for certain uninsured individuals).

Railroad Retirement Board as the month in which he ceased to meet
the requirements of section 21 of the Railroad Retirement Act of
1937.

"(d) For entitlement to hospital insurance benefits in the case of
certain uninsured individuals, see section 103 of the Social Security
Amendments of 1965."

HOSPITAL INSURANCE BENEFITS AND SUPPLEMENTARY MEDICAL
INSURANCE BENEFITS

ds new title XV to S l S y A. SEC. 102. (a) The Social Security Act is amended by adding after
title XVII the following new title:

"TITLE XVIII-HEALTH INSURANCE FOR THE AGED

PROHIBITION AGAINST ANY FEDERAL INTERFERENCE

Title XVIII does not authorize any Federal
officer or employee to exercise any super-
vision or control over practice of medicine
or over operation or administration of
medical facilities.

Beneficiary may choose any participating
institution, agency or person which offers
services to him.

Title XVIII does not preclude any State
from providing (or any person from
obtaining) protection against health costs.

Hospital insurance program under part A of
title XVIII provides basic protection
against costs of hoepital and related post-
hospital services for people 65 or over
entitled to retirement benefits under
social security or railroad retirement
systems.

Benefits consist of entitlement for payment
for: (1) inpatient hospital services for
up to 90 days during spell of illness; (2)
post-hospital extended care services for up
to 100 days during spell of illness; (3)
post-hospital home health services for up
to 100 visits during a specified 1-year
period; and (4) outpatient hospital
diagnostic services.

"SEc. 1801. Nothing in this title shall be construed to authorize any
Federal officer or employee to exercise any supervision or control over
the practice of medicine or the manner in which medical services are
provided, or over the selection, tenure, or compensation of any officer
or employee of any institution, agency, or person providing health
services; or to exercise any supervision or control over the adminis-
tration or operation of any such institution, agency, or person.

"FREE CHOICE BY PATIENT GUARANTEED

"SEC. 1802. Any individual entitled to insurance benefits under this
title may obtain health services from any institution, agency, or
person qualified to participate under this title if such institution,
agency, or person undertakes to provide him such services.

OPTION TO INDIVIDUALS TO OBTAIN OTHER IlEALTII INSURANCE
PROTECTION

"SEc. 1803. Nothing contained in this title shall be construed to
preclude any State from providing, or any individual from pur-
chasing or otherwise securing, protection against the cost of any
health services.

"PART A-HOSPITAL INSURANCE BENEFITS FOR TiE AGED

"DESCRIPTION OF PROGRAM

"SEc. 1811. The insurance program for which entitlement is estab-
lished by section 226 provides basic protection against the costs of hos-
pital and related post-hospital services in accordance with this part
for individuals who are age 65 or over and are entitled to retirement
benefits under title II of this Act or under the railroad retirement
system.

ISCOPE OF BENEFITS

"SEC. 1812. (a) The benefits provided to an individual by the
insurance program under this part shall consist of entitlement to have
pyment made on his behalf (subject to the provisions of this part)
for-

"(1) inpatient hospital services for up to 90 days during any
spell of illness;



"(2) post-hospital extended care services for up to 100 days
durm an spel of illness;-

"(3) post-hospital home health services for up to 100 visits
(during the one-year period described in section 1861(n)) after
the beginning of one spell of illness and before the beginning of
the next; and

"(4) outpatient hospital diagnostic services.
"(b) Payment under this part for services furnished an individual

during a spell of illness may not (subject to subsection (c)) be made
for

"(1) inpatient hospital services furnished to him during such
spell after such services have been furnished to him for 90 days
durin such spell;

"(2) post-hospital extended care services furnished to him
during such speIl after such services have been furnished to him
for 100 days during such spell; or

" (3) inpatient psychiatric hospital services furnished to him
after such services have been furnished to him for a total of 190
days during his lifetime.

"(c) If an individual is an inpatient of a psychiatric hospital or a
tuberculosis hospital on the first day of the first month for which he is
entitled to benefits under this part, the days on which he was an
inpatient of such a hospital in the 90-day period immediately before
such first day shall be included in determining the 90-day limit under
subsection (b) (1) (but not in determining the 190-day limit under
subsection (b) (3)).

"(d) Payment under this part may be made for post-hospital
home health services furnished an individual only during the one-
year period described in section 1861(n) following his most recent
hospital discharge which meets the requirements of such section
and only for the first 100 visits in such period. The number oy
visits to be charged for purposes of the limitation in the preceding
sentence, in connection with items or services described in section
1861 (m), shall be determined in accordance with regulations.

"(e) For purposes of subsections (b), (c), and (d), inpatient
hospital services, inpatient psychiatric hospital services, post-hospital
extended care services, and post-hospital home health services shall
be taken into account only if payment is or would be, except for
this section or the failure to comply with the request and certification
requirements of or under section 1814(a), made with respect to such
services under this part.

"(f) For definition of 'spell of illness', and for definitions of other
terms used in this part, see section 1861.

"DEDUCTIBLEBS AND COINSURANCE

"SEC. 1813. (a) (1) The amount payable for inpatient hosital
services furnished an individual during any speU of illness sha be
reduced by a deduction equal to the inpatient hospital deductible or,
if less, the charges imposed with respect to such individual for such
services, except that, if the customary charges for such services are
greater than the charges so imposed, such customary charges shall be
considered to be the charges so imposed. Such amount shall be
further reduced by a coinsurance amount equal to one-fourth of the

Payment may not be made for moze than
(1) 90 days of inpatient hospital
services during a spell of illness;
(2) 100 days of post-bospital extended
care services during a spell of illness;
(3) lifetime maximum of 190 days of
inpatient psychiatric hospital services.

If individual is in a psychiatric or in a TB
hospital on let day of let month for which
he is entitled to benefits under part A, the
days in 90-day period preceding that let day
will be counted toward 90-day maximum on
hospital days covered in a spell of illness
(but not in determining the 190-day lifetime
maximum for inpatient psychiatric hospital
services).

'It
Payment under part A for home health services
limited to first 100 visits during the speci-
fied one year period following most recent
hospital discharge.

Days of inpatient hospital services, in-
patient psychiatric hospital services, post-
hospital extended care services, and post-
hospital home health services counted toward
maximums only if payment is or would be mAde
if individual requested it.

Amount payable by the program for inpatient
hospital services furnished during any spell
of illness will be reduced by amount of the
inpatient hospital deductible, a term defined
later in the section. If charges for such
services are less. than inpatient hospital
deductible, amount payable will be reduced
by amounts of charges imposed or customary
charges, whichever are greater. Amount payable
also reduced by coinsurance amount for each
day of hospital care beyond 60 days during a
spell of illness.



Coinsurance payment for each day of hospital
care beyond the 60th is 1/4 of inpatient
hospital deductible ($10 until 1969).

.The deductible on outpatient hospital
diagnostic services in a diagnostic
study equals one-half of inpatient
hospital deductible ($20 until 1969).
Amount payable on outpatient hospital
diagnostic services reduced by 20
percent coinsurance.

"Diagnostic study" defined as services fur-
nished by same hospital during a 20-day
period.

Payment will not be made for cost of
first 3 pints of whole blood furnished an
individual during a spell of illness.

Coinsurance payment for each day of
post-hospital extended care services
beyond 20th day is 1/8 of inpatient
hospital deductible ($5 until 1969).

The inpatient hospital deductible will
be $40 for any spell of illness and $20
for any diagnostic study beginning before
1969.

Secretary will, betyeeft July 1 and
October 1 of 1968, and each year there-
after, determine inpatient hospital
deductible to be applicable during
following calendar year. This deduct-
Ible will equal $40 multiplied by the
ratio of (A) the current average per diem
rate for inpatient hospital services for
preceding year, to (B) current average
per diem rate for 1966. If amount so
determined is not multiple of $4, it Vill
be rounded to the nearest multiple of $4.
The "current average per diem rate" is
figured on the basis of the program's
payments for inpatient hospital services.

inpatient hospital deductible for each day (before the 91st day) on
which such individual is furnished such services during such spell of
illness after such services have been furnished to him for 60 days
during such spell.

"(2) The amount payable for outpatient hospital diagnostic
services furnished an individual during a diagnostic study shall be
reduced by a deduction equal to the sum of (A) one-half of the
inpatient hospital deductible which is applicable to spells of illness
beginning in the same calendar year as such diagnostic study and (B)
20 per centum of the remainder of such amount. For purposes of the
preceding sentence, a diagnostic study for any individual consists of
the outpatient hospital diagnostic services provided by (or under
arrangements made by) the same hospital during the 20-day period
beginning on the first day (not included in a previous diagnostic
study) on which he is entitled to hospital insurance benefits under
section 226 and on which outpatient hospital diagnostic services are
furnished him.

"(3) The amount payable to any provider of services under this
part for services furnished an individual during any spell of illness
shall be further reduced by an amount equal to the cost of the first
three pints of whole blood furnished to him as part of such services
during such spell of illness.

"(4) The amount payable for post-hospital extended care services
furnished an individual during any spell of illness shall be reduced by
a coinsurance amount equal to one-eighth of the inpatient hospital
deductible for each day (before the 101st day) on which he is fur-
nished such services after such services have been furnished to him
for 20 days during such spell.

"(b) (1) The inpatient hospital deductible which shall be appli-
cable for the purposes of subsection (a) shall be $40 in the case of any
spell of illness or diagnostic study beginning before 1969.

"(2) The Secretary shall, between July 1 and October 1 of 1968,
and of each year thereafter, determine and promulgate the inpatient
hospital deductible which shall be applicable for the purposes of
subsection (a) in the case of any spell of illness or diagnostic study
beginning during the succeeding calendar year. Such inpatient
hospital deductible shall be equal to $40 multiplied by the ratio of
(A) the current average per diem rate for inpatient hospital serv-
ices for the calendar year preceding the promulgation, to (B) the
current average per diem rate for such services for 1966. Any
amount determined under the preceding sentence which is not a
multiple of $4 shall be rounded to the nearest multiple of $4 (or,
if it is midway between two multiples of $4, to the next higher
multiple of $4). The current average per diem rate for any year
shall be determined by the Secretary on the basis of the best informa-
tion available to him (at the time the determination is made) as to
the amounts paid under this part on account of inpatient hospital
services furnished during such year, by hospitals which have agree-
ments in effect under section 1866, to individuals who are entitled
to hospital insurance benefits under section 226, plus the amount
which would have been so paid but for subsection (a) (1) of this
section.



"CONDITIONS OF AND LIMITATIONS ON PAYMENT FOR SERVICES

"Requirement of Requests and Certifications

"SEC. 1814. (a) Except as provided in subsection (d), payment
for services furnished an individual may be made only to providers
of services which are eligible therefor under section 1866 and only
if-

"(1) written request, signed by such individual except in
cases in which the Secretary finds it impracticable for the indi-
vidual to do so, is filed for such payment in such form, in such
manner, within such time, and by such person or persons as
the Secretary may by regulation prescribe;

"(2) a physician certifies (and recertifies, where such services
are furnished over a period of time, in such cases, with such
frequency, and accompanied by such supporting material, appro-
priate to the case involved, as may be provided by regulations,
except that the first of such recertifications shall be required in
each case of inpatient hospital services not later than the 20th day
of such period) that-

"(A) in the case of inpatient hospital services (other than
inpatient psychiatric hospital services and inpatient tubercu-
losis hospital services), such services are or were required to be
given on an inpatient basis for such individual's medical
treatment, or that inpatient diagnostic study is or was
medically required and such services are or were necessary
for such purpose;

"(B) in the case of inpatient psychiatric hospital services,
such services are or were required to be given on an inpatient
basis, by or under the supervision of a physician, for the
psychiatric treatment of an individual; and (i) such treat-
ment can or could reasonably be expected to improve the
condition for which such treatment is or was necessary or
(ii) inpatient diagnostic study is or was medically required
and such services are or were necessary for such purposes;

" (C) in the case of inpatient tuberculosis hospital services,
such services are or were required to be given on an inpatient
basis, by or under the supervision of a physician, for the
treatment of an individual for tuberculosis; and such treat-
ment can or could reasonably be expected to (i) improve the
condition for which such treatment is or was necessary or
(ii) render the condition noncommunicable;

"(D) in the case of post-hospital extended care services,
such services are or were required to be given on an inpatient
basis because the individual needs or needed skilled nursing
care on a continuing basis for any of the conditions with
respect to which he was receiving inpatient hospital services
(or services which would constitute inpatient hospital serv-
ices if the institution met the requirements of paragraphs
(6) and (8) of section 1861(e)) prior to transfer to the
extended care facility or for a condition requiring such
extended care services which arose after such trans fer and
while he was still in the facility for treatment of the con-
dition or conditions for which he was receiving such inpa-
tient hospital services;

Payment for covered services made only
if following 6 conditions are met:

(1) Written request (signed by
beneficiary or by another person
when it is impractical for him to
do so) is filed, and

(2) A physician certifies (and
rectrtifies where services furni-
shed over period of time, but
before 21st day of inpatient
hospital services) that:

(A) hospital services (other
than inpatient psychiatric
and inpatient T.B. hospital
services) are required on an
inpatient basis for medical
treatment or inpatient
diagnostic study;

(B) psychiatric
hospital services are
required on an inpatient
basis for psychiatric treat-
ment, and treatment can be
expected to improve condition,
or inpatient diagnostic study
is medically required;

(C) .T.B. hospital
services are required on an
inpatient basis for trdatment
of T.B., and treatment can be
expected to improve condition
or render it noncomounicable;

(D) post-hospital extended care
services are required on an in-
patient basis because beneficiary
needed continuous skilled nursing
care for condition for which
hospitalized prior to transfer, or
which arose while receiving such
care;



"(E) in the case of post-hospital home health services,

.(i) houme health services are such servic .es are or were required because the individual

required because beneficiary was is or was confined to his home (except when receivi
confined to his home (except for items and services referred to in section 1861(m)(7)) an
certain outpatient services) and needed skilled nursing care on an intermittent basis, or
peeded. intermittent skilled physical or speech therapy, for any of the conditions with
nursing care, or physical or respect to which he was receiving inpatient hospital services
speech therapy for any condition (or services which would constitute inpatient hospital
for which he was receiving hospi- services if the institution met the requirements of para-
tal-or extended care services,
and that sended care erformed graphs (6) and (8) of section 1861(e)) or post-hospital

under ha srvie apo extended care services; a plan for furnishing such services
unerodiuln ebished anda to such individual hias been established and is periodically
periodically revieed reviewed by a physician; and such services are or were

physcian orfurnished while the individual was under the care of a

(F) outpatient hospital diagnostic physician; or
services were required for "(F) in the case of outpatient hospital diagnostic serv-
diagnostic study. ices, such services are or were required for diagnostic study;

3. In case of'psychiatric hospital "(3) in the case of inpatient psychiatric hospital services,
services, services are those which the services are those which the records of the hospital indicate
hospital records show were fosniehed were furnished to the individual during periods ihen he was
to Individual during periods when he receiving (A) intensive treatment services, (B) admission and
was receiving Intensive treatment, related services necessary for at diagnostic study, or (C) equiva-
services necessary for diagnostic(o services

suyoreuvlnsevcsletservices;i h nttto e herqieet fp~a

"(4) in the case of inpatient tuberculosis hospital services,

1. In case of inpatient T.D. hospital the services are those which the records of the hospital indicate
services, services are those which were furnished to the individual during periods when he was
hospital's records snow vere furnished receiving treatment which could reasonably be expected to (A)
while individual was receiving trest- re his condition or (B) render it noncommunicable;

(P) 5  wituresecieoninahietphopita sericesfurnshe

sent which could be expected to
improve his condition or render ital

nncomunicable. such individual after the 20th (lay of a continuous period of such

5. In case of hospital services services and with respect to post-hospital extended care services

furnished after 20th day of continuous furnished after such day of a continuous period of such services

stay or for extended care furnished its may be rescribed in or pursuant to regulations, there was

after prescribed period of time, not ineffect, at the time of admission of such individual to the

hospital or facility makes timely hospital or extended care facility, as the case may be, a decision

utilization review of long-stay cases, uinder section 1866(d) (based on a finding that utilization
review of long-stay cases is not being made in such hospital or
facility) ;andl

"() with resect to inpatient hospital services or post-

6. Utilization review finding is hospital extendedcare services furnishedsuch individual during
not made that inpatient hospital or a continuous period, a finding has not been made (by the physi-
extended care services are not medi- clan members of the committee or group, as described in section
cally necessaryv,except that payment 1861 (k) (4) ) puirsuanit to the system of utilization review that
pay bI made until th day after day further inpatient hospital services or further post-bospital
notice of su& finding is received extended care services, as the case may be, are not medically
by hospital or facility.. necessary; except. that, if such a finding has been made, payment.

may be made for such services furnished before the 4th day
after the day on which the hospital or extended care facility,

Ti extent provided by regulations, certifi- as the case maj be, received notice of such finding.

cation requirements will be satisfied where "o the extent provided by regulations, the certification and reertifica-
at date later than day certifications are tion requirements of paragraph (2) shall be deemed satisfied icere,

required under (2) above, physician makes at a later date a physician makes certification of the kind provided
required certification, if it is accompanied in subparagraph (A), (B), (C), (1)), (E), or (F) of paragraph (2)
by such evidence as may be required.
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(whichever would have applied), but only where such certification is
accompanied by such medical and other evidence as may be required
by such regulations.

"Reasonable Cost of Services

"(b) The amount paid to any provider of services with respect to Provides that amount to be paid any provider
services for which payment may be made under this part shall, subject -of services under part A vill be, subject to
to the provisions of section 1813, be the reasonable cost of such services, the deductible and coinsurance provisions,
as determined under section 1861(v). the reasonable cost of services (as deter-

mined under section 1861(v)). See p. 37.

"No Payments to Federal Providers of Services

"(c) No payment may be made under this part (except under sub-
section (d)) to any Federal provider of services, except a provider of
services which the Secretary determines is providing services to the
public generally as a community institution or agency; and no such
payment may be made to any provider of services for any item or
service which such provider is obligated by a law of, or a contract
with, the United States to render at public expense.

"Payments for Emergency Hospital Services

" (d) Payments shall also be made to any hospital for inpatient hos-
pital services or outpatient hospital diagnostic services furnished, by
the hospital or under arrangements (as defined in section 1861(w))
with it, to an individual entitled to hospital insurance benefits under
section 226 even though such hospital does not have an agreement in
effect under this title if (A) such services were emergency services and
(B) the Secretary would be required to make such payment if the
hospital had such an agreement in effect and otherwise met the condi-
tions of payment hereunder. Such payments shall be made only in
the amounts provided under subsection (b) and then only if such hos-
pital agrees to comply, with respect to the emergency services pro-
vided, with the provisions of section 1866 (a).

"Payment for Inpatient Hospital Services Prior to Notification of
Noneligibility

"(e) Notwithstanding that an individual is not entitled to have
payment made under this part for inpatient hospital services fur-
nished by any hospital, payment shall be made to such hospital (unless
it elects not to receive such payment or, if payment has already been
made by or on behalf of such individual, fails to refund such payment
within the time specified by the Secretary) for such services which are
furnished to the individual prior to notification to such hospital from
the Secretary of his lack of entitlement, if such payments are pre-
cluded only by reason of section 1812 and if such hospital complies
with the requirements of and regulations under this title with respect
to such payments, has acted in good faith and without knowledge of
such lack of entitlement, and has acted reasonably in assuming entitle-
ment existed. Payment under the preceding sentence may not be
made for services furnished an individual pursuant to any admission
after the 6th elapsed day (not including as an elapsed day Saturday,
Sunday, or a legal holiday) after the day on which such admission
occurred.

No payment can be made to Federal provider,
except for emergency services, unless it
serves as a community institution. Pay-
ment cannot be made to provider for
services it is obligated to render at
public expense under Federal law or
contract.

Payment may be made for emergency in-
patient hospital services or emergency
outpatient hospital diagnostic services
even if hospital is not regular parti-
cipator in program if hospital agrees
not to charge beneficiary for covered
services.

If hospital acted reasonably in assuming
individual was entitled to payment for
hospital services, hospital can get pay-
ment for services furnished even if
individual is not entitled, provided the
nonentitlement results from limits on
number of covered days. No payment made
under this provision if hospital obtains
and does not refund payment from individual.
Payment may not be made under this provision
for services furnished after the 6th elapsed
day after the day of admission (not counting
Saturday, Sunday, or a legal holiday as an
elapsed day) or after notice of lack of
entitlement, whichever is first.



Payment may be made for emergency inpatient
hospital services furnished outside U.S. if

(1) the person is in U.S. at time emergency
occurred and (2) hospital was closer or
more accessible than nearest hospital in
U.S. adequately equipped to treat the
individual.

Secretary will determine amounts to be paid
providers under part A, and they will be
paid not less often than monthly. Provider
must furnish information requested by
Secretary in order to determine amounts due.

Secretary may enter into agreement with
organizations nominated by providers under
which they would determine amount of payments
and make payments to providers.

Agreement may include provision for organiza-
tion to (1) provide consultative services to
enable providers to qua4ify'to participate;
(2) serve as centers for communicating with
providers; (3) make audits of provider
records; (4) perform related functions.

"Payment for Certain Emergency Hospital Services Furnished
Outside the United States

"(f) The authority contained in subsection (d) shall be applicable
to emergency inpatient hospital services furnished an individual by a
hospital located outside the United States if-

"(1) such individual was physically present in a place within
the United States at the time the emergency which neces-
sitated such inpatient hospital services occurred; and

"(2) such hospital was closer to, or substantially more acces-
sible from, such place than the nearest hospital within the United
States which was adequately equipped to deal with, and was
available for the treatment of, such individual's illness or injury.

"PAYMENT TO PROVIDERS OF SERVICES

"SEo. 1815. The Secretary shall periodically determine the amount
which should be paid under this part to each provider of services with
respect to the services furnished by it, and the provider of services
shall be paid, at such time or times as the Secretary believes appro-
priate (but not less often than monthly) and prior to audit or settle-
ment by the General Accounting Office, from the Federal Hospital
Insurance Trust Fund, the amounts so determined, with necessary
adjustments on account of previously made overpayments or under-
payments; except that no such payments shall be made to any pro-
vider unless it has furnished such information as the Secretary may
request in order to determine the amounts due such provider under
this part for the period with respect to which the amounts are being
paid or any prior period.

"USE OF PUBLIC AGENCIES OR PRIVATE ORGANIZATIONS TO FACILITATE
PAYMENT TO PROVIDERS OF SERVICES

"SEC. 1816. (a) If anly group or association of providers of services
wishes to have payments under this part to such providers made
through a national, State, or other public or private agency or
organization and nominates such agency or orgamzation for this
purpose, the Secretary is authorized to enter into an agreement with
such agency or organization providing for the determination by
such agency or organization (subject to such review by the Secretary
as may be provided for by the agreement) of the amount of thepaye
ments required pursuant to this part to be made to such providers,
and for the making of such payments by such agency or organization
to such providers. Such agreement may also iclude provision for
the agency or organization to do all or any part of the following:
(1) to provide consultative services to institutions or agencies to
enable them to establish and maintain fiscal records necessary for
purposes of this part and otherwise to qualify as hospitals, extended
care facilities, or home health agencies, and (2) with respect to the
providers of services which are to receive payments through it (A)
to serve as a center for, and communicate to providers, any informa-
tion or instructions furnished to it by the Secretary, and serve as
a channel of communication from providers to the Secretary; (t)
to make such audits of the records of providers as may be necessary
to insure that proper payments are made under this part; and (C)
to perform such other functions as are necessary to carry out this
subsection.



"(b) The Secretary shall not enter into an agreement with any
agency or organization under this section unless (1) he finds .(A)
that to do so is consistent with the effective and efficient administra-
tion of this part, and (B) that such agency or organization is willin
and able to assist the providers to which payments are made through
it under this part in the application of safeguards against unneces-
sary utilization of services furnished by them to individuals entitled
to hospital insurance benefits under section 226, and the agreement
provides for such assistance, and (2) such agency or organization
agrees to furnish to the Secretary such of the information acquired
by it in carrying out its agreement under this section as the Secre-
tar may find necessary in performing his functions under this part.

'(c) An agreement with any agency or organization under this
section may contain such terms and conditions as the Secretary finds
necessary or appropriate, may provide for advances of funds to the
agency or organization for the making of payments by it under
subsection (a), and shall provide for payment of so much of the cost
of administration of the agency or organization as is determined by
the Secretary to be necessary and proper for carrying out the func-
tions covered by the agreement.

"(d) If the nomination of an agency or organization as provided
in this section is made by a group or association of providers of
services, it shall not be binding on members of the group or associa-
tion which notify the Secretary of their election to that effect. Any
provider may, upon such notice as may be specified in the agreement
under this section with an agency or organization, withdraw its
nomination to receive payments through such agency or organization.
Any provider which has withdrawn its nomination and any provider
which has not made a nomination, may elect to receive payments from
any agency or organization which has entered into an agreement with
the Secretary under this section if the Secretary and such agency
or organization agree to it.

"(e) An agreement with the Secretary under this section may be
terminated-

"(1) by the agency or organization which entered into such
agreement at such time and upon such notice to the Secretary,
to the public, and to the providers as may be provided in regu-
lations, or

"(2) by the Secretary at such time and upon such notice to
the agency or organization, to the providers which have nomi-
nated it for purposes of this section, and to the public, as may
be provided in regulations, but only if he finds, after reasonable
notice and opportunity for hearing to the agency or organiza-
tion, that, (A) the agency or organization has failed substantially
to carry out the agreement, or (B) the continuation of some or
all of the functions provided for in the agreement with the
agency or organization is disadvantageous or is inconsistent
with the efficient administration of this part.

"(f) An agreement with an agency or organization under this
section may require any of its officers or employees certifying pay-
ments or disbursing funds pursuant to the agreement, or otherwise
participating in carrying out the agreement, to give surety bond to
the United States in such amount as the Secretary may deem
appropriate.

Secretary will not enter into agreement with

nominated organizations unle.un to do so is
consistent with effective and efficient
administration, and unless avency or
organization is willing to assist pro-
viders in application of safeguards
against unnecessary utilization, and
unless agency or organization agrees
to furnish Secretary necessary informa-
tion it acquires.

Agreement may provide for advance of funds

to agency or organization for making pay-
ments to providers and will provide for pay-
ment of administrative costs.

Provider may withdraw its nomination to

receive payments through organization.
Any provider may elect to receive payments
from Secretary or from any organization which
has agreement, if Secretary and organization
agree.

Agreement may be terminated by agency or
organization at such time and upon such
notice as may be provided in regulations.

Secretary may terminate agreement, after
opportunity for hearing, only if (1) organi-
zation fails to carry out agreement or
(2) continued delegation of functions to

organization disadvantageous or inconsistent
with efficient administration.

Agreement may require employees of organi-
zation who handle funds to give surety bond
in amount determined by the Secretary.

54-268 0-65-3



No employee of organization with agreement
who is responsible for certifying or dis-
bursing payments is liable, in absence of
gross neglect or intent to defraud, for
improper payments; neither is such organiza-
tion liable.

Creates Federal Hospital
Fund.

Insurance Trust

Trust Fund consists of amounts deposited in
or appropriated to it.

Appropriation to Trust Fund from Treasury
for fiscal year ending 6/30/66 and there-
after equals 100 percent of:
(1) taxes (imposed by sections 3101(b) and
3111(b) of Internal Revenue Code) on wages;
and (2) taxes (imposed by section 14l(b)
of Code) on self-employment income. Taxes
effective 1/1/66. These amounts will be
transferred periodically on the basis of
estimates, and adjustmients will be made
to extent estightes are higher or lower,
than actual taxes.

Creates Board of Trustees of the Trust Fund
who will meet at least once each calendar
year.

"(g) (1) No individual designated pursuant to an agreement under
this section as a certifying officer shall, in the absence of gross
negligence or intent to defraud the United States, be liable with
respect to any payments certified by him under this section.

"(2) No disbursing officer shall, in the absence of gross negligence
or intent to defraud the United States, be liable with respect to any
payment by him under this section if it was based upon a voucher
signed by a certifying officer designated as provided in paragraph
(1) of this subsection.

"(3) No such agency or organization shall be liable to the United
States for any payments referred to in paragraph (1) or (2).

"FEDERAL HOSPITAL INSURANCE TRUST FUND

"SEc. 1817. (a) There is hereby created on the books of the
Treasury of the United States a trust fund to be known as the
'Federal Hospital Insurance Trust Fund' (hereinafter in this sec-
tion referred to as the 'Trust Fund'). The Trust Fund shall consist
of such amounts as may be deposited in, or appropriated to, such fund
as provided in this part. There are hereby appropriated to the Trust
Fund for the fiscal year ending June 30, 1966, and for each fiscal year
thereafter, out of any moneys in the Treasury not otherwise appro-
priated, amounts equivalent to 100 per centuin of-

"(1) the taxes imposed by sections 3101(b) and 3111(b) of the
Internal Revenue Code of 1954 with respect to wages reported
to the Secretary of the Treasury or his delegate pursuant to sub-
title F of such Code after December 31, 1965, as determined by
the Secretary of the Treasury by applying the applicable rates of
tax under such sections to such wages, which wages shall be cer-
tified by the Secretary of Health, Education, and Welfare on the
basis of records of wages established and maintained by the Sec-
retary of Health, Education, and Welfare in accordance with
such reports; and

"(2) the taxes imposed by section 1401(b) of the Internal
Revenue Code of 1954 with respect to self-employment income
reported to the Secretary of the Treasury or his delegate on tax
returns under subtitle F of such Code, as determined by the
Secretary of the Treasury by applying the applicable rate of
tax under such section to such self-employment income, which
self-employment income shall be certified by the Secretary of
Health, Education, and Welfare on the basis of records of self-
employment established and maintained by the Secretary of
Health, Education, and Welfare in accordance with such returns.

The amounts appropriated by the preceding sentence shall be trans-
ferred from time to time from the general fund in the Treasury to
the Trust Fund, such amounts to be determined on the basis of
estimates by the Secretary of the Treasury of the taxes, specified in
the preceding sentence, paid to or deposited into the Treasury; and
proper adjustments shall be made in amounts subsequently trans-
ferred to the extent prior estimates were in excess of or were less
than the taxes specified in such sentence.

"(b) With respect to the Trust Fund, there is hereby created a
body to be known as the Board of Trustees of the Trust Fund (here-
inafter in this section referred to as the 'Board of Trustees') com-
posed of the Secretary of the Treasury, the Secretary of Labor, and
the Secretary of Health, Education, and Welfare, all ex officio. The
Secretary of the Treasury shall be the Managing Trustee of the
Board of Trustees (heroinafter in this section referred to as the



'Managing Trustee'). The Commissioner of Social Security shall
serve as the Secretary of the Board of Trustees. The Board of
Trustees shall meet not less frequently than once each calendar year.
It shall be the duty of the Board of Trustees to-

"(1) Hold the Trust Fund;
"(2) Report to the Congress not later than the first day of

March of each year on the operation and status of the Trust Fund
during the preceding fiscal year and on its expected operation
and status during the current fiscal year and the next 2 fiscal
years;

"(3) Report immediately to the Congress whenever the Board
is of the opinion that the amount of the Trust Fund is unduly
small; and

" (4) Review the general policies followed in managing the
Trust Fund, and recommend changes in such policies, including
necessary changes in the provisions of law which govern the
way in which the Trust Fund is to be managed.

The report provided for in paragraph (2) shall include a statement
of the assets of, and the disbursements made from, the Trust Fund
during the preceding fiscal year, an estimate of the expected income
to, and disbursements to be made from, the Trust Fund during the
current fiscal year and each of the next 2 fiscal years, and a state-
ment of the actuarial status of the Trust Fund. Such report shall be
printed as a House document of the session of the Congress to which
the report is made.

"(c) It shall be the duty of the Managing Trustee to invest such
portion of the Trust Fund as is not, in his judgment, required to meet
current withdrawals. Such investments may be made only in
interest-bearing obligations of the United States or in obligations
guaranteed as to both principal and interest by the United States.
For such purpose such obligations may be acquired (1) on original
issue at the issue price, or (2) by purchase of outstanding obligations
at the market price. The purposes for which obligations of the
United States may be issued under the Second Liberty Bond Act, as
amended, are hereby extended to authorize the issuance at par of
public-debt obligations for purchase by the Trust Fund. Such
obligations issued for purchase by the Trust Fund shall have maturi-
ties fixed with due regard for the needs of the Trust. Fund and shall
bear interest at a rate equal to the average market yield (computed
by the Managing Trustee on the basis of market quotations as of the
end of the calendar month next preceding the date of such issue) on
all marketable interest-bearing obligations of the United States then
forming a part of the public debt which are not due or callable until
after the expiration of 4 years from the end of such calendar month;
except that where such average market yield is not a multiple of one-
eighth of 1 per centum, the rate of interest on such obligations shall
be the multiple of one-eighth of 1 per centum nearest such market
yield. The Managing Trustee may purchase other interest-bearing
obligations of the United States or obligations guaranteed as to both
principal and interest by the United States, on original issue or at the
market price, only where he determines that the purchase of such
other obligations is in the public interest.

"(d) Any obligations acquired by the Trust Fund (except public-
debt obligations issued exclusively to the Trust. Fund) may be sold by
the Managing Trustee at the market price, and such public-debt
obligations may be redeemed at par plus accrued interest.

Board's duties are to (1) bold Fund,
(2) report to Congress by March 1 each
year on operation and status of Fund,
(3) report to Congress wbenever Board
thinks amount of Fund is unduly small,
and (4) review and recomend changes
(including legislative changes) in
policies followed in managing Fund.

Managing Trustee will invest portion of
Fund not required to meet current withdrawals.
Investments made only in interest-bearing
obligations of U.S. or in obligations
guaranteed as to principal and interest by
U.S. Other obligations of U.S. or guaran-
teed by U.S. may be purchased by Managing
Trustee only when-he determines it is in
the public interest.

Obligations acquired by Trust Fund may be
sold at market price and public-debt
obligations may be redeemed at par plus
interest.



Interest and proceeds from sale of
obligations credited to and form part
of Trust Fund.

Managing Trustee to pay periodically
from Trust Fund into Treasury the amount
estimated as taxes on vages which are
subject to refund where workers- paid
taxes .on over $6600 because he had more
than 1 employer. These repayments will
be carried to surplus fund of Treasury.

Transfers at least once each fiscal year
from OASI Trust Fund, DI Trust Fund, and
Railroad Retirement Account to Hospital
Insurance Trust Fund hospital insurance
overpayments recovered by adjusting
cash social security or railroad retirement
benefits.

Managing Trustee ;rill pay from the Trust
Fund amounts necessary to make benefit
payments and to pay administrative expenses.

Establishes voluntary medical insurance
program for individuals 65 or over to be
financed from premium payments by enrollees
and by contributions from general tax funds
of Federal Government.

"(e) The interest on, and the proceeds from the sale or redemption
of, any obligations held in the Trust Fund shall be credited to and
form atpart of the Trust Fund.

(1)The Managing Trustee is directed to lay from time to
time from the Trust F'und into the Treasury the amount estimated
by him as taxes imposed under section 3101(b) which are subject to
refund under section 6413(c) of the Internal Revenue Code of 1954
with respect to wages paid after December 31, 1965. Such taxes shall
be determined on the basis of the records of wages established and
maintained by the Secretary of Health, Education, and Welfare in
accordance with the wages reported to the Secretary of the Treasury
or his delegate pursuant to subtitle F of the Internal Revenue Code
of 1954, and the Secretary of Health, Education, and Welfare shall
furnish the Managing Trustee such information as may be required
by the Managing Trustee for such purpose. The payments by the
Managing Trustee shall be covered into the Treasury as repayments
to the account for refunding internal revenue collections.

"(2) Repayments made under paragraph (1) shall not be available
for expenditures but shall be carried to the surplus fund of the
Treasury. If it subsequently appears that the estimates under such
paragraph in any particular period were too high or too low, appro-
priate adjustments shall be made by the Managing Trustee in future
payments."(g) There shall be transferred periodically (but not less often
than once each fiscal year) to the Trust Fund from the Federal
Old-Age and Survivors Insurance Trust Fund and from the Federal
Disability Insurance Trust Fund amounts equivalent to the amounts
not previously so transferred which the Secretary of Health, Educa-
tion, and Welfare shall have certified as overpayments (other than
amounts so certified to the Railroad Retirement Board) pursuant
to section 1870(b) of this Act. There shall be transferred periodi-
cally (but not less often than once each fiscal year) to the Trust
Fund from the Railroad Retirement Account amounts equivalent
to the amounts not previously so transferred which the Secretary of
Health, Education, and Welfare shall have certified as overpayments
to the Railroad Retirement Board pursuant to section 1870(b) of
this Act.

"(h) The Managing Trustee shall also pay from time to time
from the Trust Fund such amounts as the Secretary of Health, Edu-
cation, and Welfare certifies are necessary to make the payments
provided for by this part, and the payments with respect to admin-
istrative expenses in accordance with section 201(g) (1).

"PART B-SUPPLEMENTARY MEDICAL INSURANCE BENEFITS FOR THE
AGED

"ESTABLISHMENT OF SUPPLEMENTARY MEDICAL INSURANCE PROGRAM FOR
THE AGED

"SEc. 1831. There is hereby established a voluntary insurance pro-
gram to provide medical insurance benefits in accordance with the
provisions of this part for individuals 65 years of age or over who
elect to enroll under such program, to be financed from premium
payments by enrollees together with contributions from funds ap-
propriated by the Federal Government.



"scoPE OF BENEFITS

"SEC. 1832. (a) The benefits provided to an individual by the in-
surance rogram established by this part shall consist of-

"( entitlement to have payment made to him or on his
behal (subject to the provisions of this part) for medical and
other health services, except those described in paragraph (2)
(B); and

" (2) entitlement to have payment made on his behalf (sub-
ject to the provisions of this part) for-

"(A) home health services for up to 100 visits during a
calendar year; and

"(B) medical and other health services (other than physi-
cians' services unless furnished by a resident or intern of a
hospital) furnished by a provider of services or by others
under arrangements with them made by a provider of
SerVICes.

"(b) For definitions of 'spell of illness', 'medical and other health
services', and other terms used in this part, see section 1861.

"PAYMENT OF BENEFITS

"SEc. 1833. (a) Subject to the succeeding provisions of this sec-
tion, there shall be paid from the Federal Supplementary Medical
Insurance Trust Fund, in the case of each individual who is covered
under the insurance program established by this part and incurs
expenses for services with respect to which benefits are payable under
this part, amounts equal to-

"(1) in the case of services described in section 1832 (a) (1)-
80 percent of the reasonable charges for the services; except that
an organization which provides medical and other health services
(or arranges for their availability) on a prepayment basis may
elect to be paid 80 percent of the reasonable cost of services for
which payment may be made under this part on behalf of indi-
viduals enrolled in such organization in lieu of 80 percent of the
reasonable charges for such services if the organization under-
takes to charge such individuals no more than 20 percent of such
reasonable cost plus any aniunts payable by them as a result of
subsection (b); and

"(2) in the case of services described in section 1832(a) (2)-

80 percent of the reasonable cost of the services (as determined
under section 1861(v)).

"(b) Before applying subsection (a) with respect to expenses
incurred by an individual during any calendar year, the total amount
of the expenses incurred by such individual during such year (which
would, except for this subsection, constitute incurred expenses from
which benefits payable under subsection (a) are determinable) shall
be reduced by a deductible of $50; except that (1) the amount of the
deductible for such calendar year as so determined shall first be reduced
by the amount of any expenses incurred by such individual in the last
three months of the preceding calendar year (or regarded under clause
(2) as incurred in such preceding year with respect to services fur-
nished in such last three months) and applied toward such individual's
deductible under this section for such preceding year and (2) the
amount of any deduction imposed under section 1813 (a; (2) (A) with

Convenient reference for distinguishing
between services for which payment will
be made on basis of charges and those
for which payment will be made on basis
of costs. Most benefits under paragraph
(1) are paid on basis of reasonable
charges, and paragraph (2) is the
exception involving services furnished
by hospitals or other providers (or by
others under arrangements with them),
which are paid for on basis of reason-
able costs.

Subject to the individual meeting an
annual deductible of $50, payment made
for 80 percent of reasonable charges
for physicians' services and certain
medical and other health services,
except that prepayment organizations
which furnish services (not just insure
costs) have option to have payment made
on basis of reasonable cost instead of
reasonable charges.

Payment made for 80 percent of reasonable
cost of home health, and specified medical
and other health services.

Beneficiary subject to $50 deductible
annually before any payment is made by
program under part B; however, (1)
amount of any expenses which beneficiary
incurred in last 3 months of preceding
calendar year and which applied to that
year's deductible would be applied to
current year's deductible; and (2) the
amount of deduction imposed under part A
with respect to outpatient hospital
diagnostic services will be regarded as
an incurred expense under part B.



Notwithstanding any other provisions of
part B, the smaller of $312.50 or 62 1/2
percent as a special maximum on covered
expenses incurred in calendar year for
treatment of mental, psychoneurotic, and
personality disorders when not an inpatient
of hospital. When 80 percent coinsurance
applied to these maximums, the limit on
dollar amount that can be paid for such
expenses is $250 or 50 percent of the
charges, whichever is less.

Payment may not be made under part B for
services furnished an individual if individ-
ual entitled to have payment made for those
services under part A (or would be entitled
except for deductibles other than outpatient
hospital diagnostic deductibles).

No payment made under part B unless informa-
tion necessary to determine the amounts of
such payments has been furnished.

Payment may not be made for home health
services furnished an individual after
such services have been furnished to him
for 100 visits during calendar year.

For purposes of lilbits on duration for
which payment may be made, home health serv-
ices shall be taken into account only if
payment is made or would be made if the
request and certification requirements
described below were met.

Payment for covered services may be made
only to eligible provider of services and
only if:

(1) written request is filed by individ-
ual (or others designated when impracticable
for individual to sign);

(2). physician certifies (and recertifies
where services furnished over a period of
time as often as may be provided in
regulations) that:

(A) in the case of home health services,
services required because individual is
home-bound and needs intermittent skilled
nursing care or physical or speech therapy
and that the services are furnished under
care of a physician under a physician's
plan; and

respect to outpatient hospital diagnostic services furnished in any
calendar year sall be regarded as an incurred expense under this part
for such year.

"(c) Notwithstanding any other provision of this part, with respect
to expenses incurred in any calendar year in connection with the treat-
ment of mental, psychoneurotic, and personality disorders of an indi-
vidual who is not an inpatient of a hospital at the time such expenses
are incurred, there shall be considered as incurred expenses for pur-
poses of subsections (a) and (b) only whichever of the following
amounts is the smaller:

"(1) $312.50, or
"(2) 621/2 percent of such expenses.

"(d) No payment may be made under this part with respect to
any services furnished an individual to the extent that such individual
is entitled (or would be entitled except for section 1813 other than
subsection (a) (2) (A) thereof) to have payment made with respect to
such services under part A.

"(e) No payment shall be made to any provider of services or other
person under this part unless there has been furnished such informa-
tion as may be necessary in order to determine the amounts due such
provider or other person under this part for the period with respect
to which the amounts are being paid or for any prior period.

"LIMITATION ON HOME HEALTH SERVICES

"SEc. 1834. (a) Payment under this part may be made for home
health services furnished an individual during any calendar year only
for 100 visits during such year. The number of visits to be charged for
purposes of the limitation in the preceding sentence, in connection
with items and services described in section 1861(m), shall be deter-
mined in accordance with regulations.

"(b) For purposes of subsection (a), home health services shall
be taken into account only if payment under this part is or would be,
except for this section or the failure to comply with the request and
certification requirements of or under section 1835(a), made with
respect to such services.

"PROCEDURE FOR PAYMENT OF CLAIMS OF PROVIDERS OF SERVICES

"SEc. 1835. (a) Payment for services described in section 1832(a)
(2) furnished an individual may be made only to providers of services
which are eligible therefor under section 1866(a), and only if-

"(1) written request, signed by such individual except in cases
in which the Secretary finds it impracticable for the individual
to do so, is filed for such payment in such form, in such manner,
within such time, and by such person or persons as the Secretary
may by regulations prescribe; and

" (2) a physician certifies (and recertifies, where such services
are furnished over a period of time, in such cases, with such
frequency, and accompanied by such supporting material, appro-
priate to the case involved, as may be provided by regulations)
that,-

"(A) in the case of home health services (i) such services
are or were required because the individual is or was con-
fined to his home (except when receiving items and services
referred th in section 1861(m) (7)) and needed skilled nursing
care on an intermittent basis, or physical or speech therapy,



(ii) a plan for furnishing such services to such individual has
been established and is periodically reviewed by a physician,
and (iii) such services are or were furnished while the indi-
vidual is or was wider the care of a physician; and

"(B) in the case of medical and other health services, such
services are or were medically required.

To the extent provided by regulations, the certification and recertifica-
tion requirements of paragraph (2) shall be deemed satisfied where,
at a later date, a physician makes a certification of the kind provided
in subparagraph (A) or (B) of paragraph (2) (whichever would
have applied), but only where such certification is accompanied by
such medical and other evidence as may be required by sue
regulations.

(b' No payment may be made under this part to any Federal
provi er of services or other Federal agency, except a provider of
services which the Secretary determines is providing services to the
public generally as a community institution or agency; and no such
payment may be made to any provider of services or other person for
any item or service which such provider or person is obligated b a
law of, or a contract with, the United States to render at public
expense.

"ELIGIBLE INDIVIDUALS

"SEc. 1836. Every individual who-
"(1) has attained the age of 65, and
"(2) (A) is a resident of the United States, and is either (i) a

citizen or (ii) an alien lawfully admitted for permanent residence
who has resided in the United States continuously during the 5
years immediately preceding the month in which he applies for
enrollment under this part, or (B) is entitled to hospital insurance
benefits under part A,

is eligible to enroll in the insurance program established by this part.

"ENROLLMENT PERIODS

(B) in the case of medical and other
health services, such services were
medically required.

Delayed certifications and recertifications
may be accepted if accompanied by required
evidence.

No payment may be made to a Federal
provider of services unless it is deter-
mined to be providing services to the pub-
lic generally as a commnity institution
or agency. No payment may be made to any
provider for any item or service it is required
to render at public expense under law or
contract with U.S.

Individual who is 65 or over and is
(A) a resident of the U.S. and either
(1) citizen or (2) alien lawfully admit-
ted for permanent residence and has
resided in U.S. continously for 5 years
preceding month of application, or (B)
entitled to benefits under part A,
is eligible to enroll in the insurance
program established-by part B.

Individual may enroll in part B insur-
ance program only in manner and form
prescribed in regulations and only
during enrollment period described in"SEc. 1837. (a) An individual may enroll in the insurance program this section.

established by this part only in such manner and form as may be
prescribed by regulations, and only during an enrollment period pre- No individual may enroll for first timescribed in or under this section. under part B more than 3 years after"(b) (1) No individual may enroll for the first time under this part close of the first enrollment period
more than 3 years after the close of the first enrollment period during during which he could have enrolled.
which he could have enrolled under this part. An individual whose enrollment has ter-

"(2) An individual whose enrollment under this part has terminated minated my not enroll for second timemay not enroll for the second time under this part unless he does so unless he does so in general enrollmentin a general enrollment period (as provided in subsection (e)) which period which begins within 3 years afte
begins within 3 years after the effective date of such termination. No the effective date of termination. (No
individual may enroll under this part more than twice. individual may enroll under part B more

"(c) In the case of individuals who first satisfy paragraphs (1) than twice.)
and (2) of section 1836 before January 1, 1966, the initial general For $ndividuala who meet the eligibilit
enrollment period shall begin on the first day of the second month requirements before 1/1/66 (are 65 befo:
which begins after the date of enactment of this title and shall end on 1/1/66), initial general enrollment peri
March 31, 1966. For purposes of this subsection and subsection (d) beginse 9/1/65 and ends 3/31/66. For
an individual who satisfies paragraph (2) of section 1836 solely b ' the purposes of deciding when an indii
reason of subparagraph (B) thereof shall be treated as satisfying sue uals who meet the eligibility requireme
paragraph (2) on the first day on which he is (or on filing applica- solely by reason of his entitlement to
tion would be) entitled to hospital insurance benefits under part A. benefits under part A will be considere(d) In the case of an individual who first satisfies paragraphs (1) as satisfying the requirement on the fii
and (2) of section 1836 on or after January 1, 1966, his initial enroll- day he is (or on filing application woul

be) entitled to benefits under part A.
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For an individual who meets eligibility
requirements on or after 1/1/66, initial
enrollment period begins on first day
of third month before month in which he
meets eligibility requirements and ends

7 months later.

There will be a general enrollment
period from October 1 to December 31
of each odd-numbered year beginning
with 1967.

"Coverage period" is defined as period
during which individual is entitled
to benefits under medical insurance
program. An individual's coverage
period: -(1) cannot begin before
July 1, 1966; (2) in the case of an
individual who enrolls during the
7-month enrollment period for an
individual meeting the eligibility
requirements after 12/31/65, his
coverage period begins (a) the month
he becomes eligible, if he enrolls
before that month; or (b) the month
following the month'he is eligible, if
he enrolls in the month he becomes
eligible; or (c) the second month
following the month he enrolls, if he
enrolls in the month following the
month he becomes eligible; or (d) the
third month following the month he
enrolls, if he enrolls more than one
month following the month he becomes
eligible; or (3) in the case of an
individual who enrolls in a general
enrollment period, the July 1 following
his enrollment.

Coverage period shall continue until
individual's enrollment has been termin-
ated (1) by filing of notice, during a
general enrollment period, that he no
longer wishes to participate, or (2) by
nonpayment of premiums.

Payment may be made under part B only for
expenses incurred by an individual during
his coverage period.

Monthly premium for each individual
enrolled under prt B for each month
before 1968 is 3.00.
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ment period shall begin on the first day of the third month before the
month in which he first satisfies such paragraphs and shall end seven
months later.

"(e) There shall be a general enrollment period, after the period
described in subsection (c), during the period beginning on October
1 and ending on December 31 of each odd-numbered year beginning
with 1967.

"COVERAGE PERIOD

"Sic. 1838. (a) The period during which an individual is entitled to
benefits under the insurance program established by this part (herein-
after referred to as his 'coverage period') shall begin on whichever of

the following is the latest:
"(1) July 1, 1966; or
"(2) (A) in the case of an individual who enrolls pursuant to

subsection (d) of section 1837 before the month in which he first
satisfies paragraphs (1) and (2) of section 1836, the first day of
such month, or

"(B) in the case of an individual who enrolls pursuant to such
subsection (d) in the month in which he first satisfies such para-

graphs, the first day of the month following the month in which
he so enroUs, or

"(C) in the case of an individual who enrolls pursuant to such
subsection (d) in the month following the month in which he first
satisfies such paragraphs, the first day of the second month follow-
ing the month in which he so enrolls, or

"(D) in the case of an individual who enrolls pursuant to such
subsection (d) more than one month following the month in which
he satisfies such paragraphs, the first day of the third month fol-
lowing the month in which he so enrolls, or

"(E) in the case of an individual who enrolls pursuant to sub-
section (e) of section 1837, the July 1 following the month in
which he so enrolls.

"(b) An individual's coverage period shall continue until his enroll-
ment has been terminated-

"(1) by the filing of notice, during a general enrollment
period described in section 1837(e), that the individual no longer
wishes to participate in the insurance program established by this
part, or

"(2) for nonpayment of premiums.

The termination of a coverage period under paragraph (1) shall
take effect at the close of December 31 of the year in which the notice
is filed. The termination of a coverage period under paragraph (2)
shall take effect on a date determined under regulations, which may
be determined so as to provide a grace period (not in excess of 90
days) in which overdue premiums may be paid and coverage
continued.

"(c) No payments may be made under this part with respect to
the expenses of an individual unless such expenses were incurred by
such individual during a period which, with respect to him, is a cover-
age period.

"4AMOUNTS OF PREMIUMS

"SEO. 1839. (a) The monthly premium of each individual enrolled
under this part for each month before 1968 shall be $3.

"(b) (1) The monthly premium of each individual enrolled under
this part for each month after 1967 shall be the amount determined
under paragraph (2).
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"(2) The Secretary shall, between July 1 and October 1 of 1967
and of each odd-numbered year thereafter, determine and promulgate
the dollar amount which shall be applicable for premiums for months
occurring in either of the two succeeding calendar years. Such dollar
amount shall be such amount as the Secretary estimates to be necessary
so that the aggregate premiums for such two succeeding calendar years
will equal one-half of the total of the benefits and admminstrative costs
which he estimates will be payable from the Federal Supplementary
Medical Insurance Trust Fund for such two succeeding ca endar years.
In estimating aggregate benefits payable for any period, the Secretary
shall include an appropriate amount for a contingency margin.

"(c) In the case of an individual whose coverage period began
pursuant to an enrollment after his initial enrollment period (deter-
mined pursuant to subsection (c) or (d) of section 1837), the monthly
premium determined under subsection (b) shall be increased by 10
percent of the monthly premium so determined for each full 12 months
m which he could have been but was not enrolled. For purposes of
the preceding sentence, there shall be taken into account (1) the
months which elapsed between the close of his initial enrollment
period and the close of the enrollment period in which he enrolled,
plus (in the case of an individual who enrolls for a second time) (2)
the months which elapsed between the date of the termination of his
first coverage period and the close of the enrollment period in which
he enrolled for the second time.

"(d) If any monthly premium determined under the foregoing
provisions of this section is not a multiple of 10 cents, such premium
shall be rounded to the nearest multiple of 10 cents.

"PAYMENT OF PREMIUMS

"SEc. 1840. (a) (1) In the case of an individual who is entitled to
monthly benefits under section 202, his monthly premiums under
this part shall (except as provided in subsection (d)) be collected by
deducting the amount thereof from the amount of such monthly bene-
fits. Such deduction shall be made in such manner and at such times
as the Secretary shall by regulation prescribe.

"(2) The Secretary of the Treasury shall, from time to time, trans-
fer from the Federal Old-Age and Survivors Insurance Trust Fund
or the Federal Disability Insurance Trust Fund to the Federal Sup-
plementary Medical Insurance Trust Fund the aggregate amount
deducted under paragraph (1) for the period to which such transfer
relates from benefits under section 202 which are payable from such
Trust Fund. Such transfer shall be made on the basis of a certification
by the Secretary of Health, Education, and Welfare and shall be

appropriately adjusted to the extent that prior transfers were too great
or too small.

"(b) (1) In the case of an individual who is entitled to receive for
a month an annuity or pension under the Railroad Retirement Act of
1937, his monthly premiums under this part shall (except as provided
in subsection (d)) be collected by deducting the amount thereof from
such annuity or pension. Such deduction shall be made in such man-
ner and at such times as the Secretary shall by regulations prescribe.

Such regulations shall be prescribed only after consultation with the
Railroad Retirement Board.

"(2) The Secretary of the Treasury shall, from time to time, trans-

fer from the Railroad Retirement Account to the Federal Supple-
mentary Medical Insurance Trust Fund the aggregate amount

Between July 1 and October 1 of 1967
and of each odd-numbered year thereafter,
the premium will be determined for months
occurring in the 2 succeeding calendar
years. The premium will be the amount
estimated to be necessary so that agre-
gate premiums will equal one-half benefits
and administrative costs payable from
Supplementary Medical Insurance Trust Fund
for the 2 succeeding years. In estimating
aggregate benefits payable for any period,
allowance will be included for contingency
margin.

In the case of an individual who enrolls
after his initial enrollment period, his
monthly premium will be increased by 10
percent for each full 12 months in which

he could have been but was not enrolled.

Any monthly premium which is not a
multiple of 10 cents will be rounded
to the nearest multiple of 10 cents.

Monthly premiums of social security bene-
ficiaries collected by deducting premiums

from social security benefits.

Secretary of Treasury will periodically
transfer from OASI and DI Trust Funds
to Supplementary Medical Insurance Trust

Fund amounts deducted for premiums.

In the case of an individual entitled to
annuity or pension under Railroad Retire-
ment Act, monthly premium is to be deducted
from that annuity or pension.

Secretary of the Treasury will periodically
transfer from Railroad Retirement Account
to Supplementary Medical Insurance Trust
Fund total amounts deducted for premiums.

54-268 0-65-4



In the case of an individual entitled
to both social security and railroad
retirement benefits, deduction for
premiums will be made from social secur-
ity benefits, except in cases in which
the individual was entitled to railroad
retirement benefits before he was entitled
to social security benefits.

An individual who estimates that amount
of social security or railroad retirement
benefits available for deductidn for any
period will be less than amount of premiums
for that period may make an additional cash
payment.

An individual receiving an annuity under
Federal civil service retirement or another
retirement system administered by CSC and
who is not entitled to monthly 88 or RR
benefits may have premiums for medical
insurance deducted from his annuity.

Secretary of the Treasury will periodically
transfer from CS Retirement and Disability
fund to Supplementary Medical Insurance
Trust Fund the amounts deducted by Civil
Service.

In the case of an individual who enrolls
in part B but who is neither a social
security nor a railroad retirement benefici-
ary nor a Civil Service annuitant, premiums
are to be paid in a manner prescribed by
regulations.

Premiums paid deposited in the Federal
Supplembntary Medical Insurance Trust Fund.

deducted under paragraph (1) for the period to which such transfer
relates. Such transfers shall btmade on the basis of a certification
by the Railroad Retirement Board and shall be appropriately ad-
justed to the extent that prior transfers were too geat or too small.

"(c) In the case of an individual who is entitled both to monthly
benefits under section 202 and to an annuity or pension under the
Railroad Retirement Act of 1937 at the time he enrolls under this part,
subsection (a) shall apply so long as he continues to be entitled both
to such benefits and such annuity or pension. In the case of an in-
dividual who becomes entitled both to such benefits and such an
annuity or pension after he enrolls under this part subsection (a)
shall apply if the first month for which he was entitled to such benefits
was the same as or earlier than the first month for which he was en-
titled to such annuity or pension, and otherwise subsection (b) shall
apply.

S.(d) If an individual to whom subsection (a) or (b) applies esti-
mates that the amount which will be available for deduction under
such subsection for any premium payment period will be less than the
amount of the monthly premiums for such period, he may (under
regulations) pay to the Secretary such portion of the monthly pre-
miums for such period as he desires.

"(e) (1) In the case of an individual receiving an annuity under the
Civil Service Retirement Act, or other Act administered by the Civil
Service Commission providing retirement or survivorship protection,
to whom neither subsection (a) nor subsection (b) applies, his monthly
premiums under this part (and the monthly premiums of the spouse
of such individual under this part if neither subsection (a) nor sub-
section (b) applies to such spouse and if such individual agrees) shall,
upon notice from the Secretary of Health, Education, and Welfare to
the Civil Service Commission, be collected by deducting the amount
thereof from each installment of such annuity. Such deduction shall
be made in such manner and at such times as the Civil Service Com-
mission may determine. The Civil Service Commission shall furnish
such information as the Secretary of Health, Education, and Welfare
may reasonably request in order to carry out his functions under this
part with respect to individuals to whom this subsection applies.

"(2) The Secretary of the Treasury shall, from time to time, but
not less often than quarterly, transfer from the Civil Service Retire-
ment and Disability Fund, or the account (if any) applicable in the
case of such other Act administered by the Civil Service Commission,
to the Federal Supplementary Medical Insurance Trust Fund the
agregate amount deducted under paragraph (1) for the period to
which such transfer relates. Such transfer shall be made on the basis
of a certification by the Civil Service Commission and shall be appro-
priately adjusted to the extent that prior transfers were too great or
too small.

"(f) In the case of an individual who participates in the insurance
program established by this part but with respect to whom none of the
preceding provisions of this section applies, or with respect to whom
subsection (d) applies, the premiums shall be paid to the Secretary at
such times, and in such manner, as the Secretary shall by regulations
prescribe.

"(g) Amounts paid to the Secretary under subsection (d) or (f)
shall be deposited m the Treasury to the credit of the Federal Supple-
mentary Medical Insurance Trust Fund.



"(h) In the case of an individual who participates in the insurance
program established by this part, premiums shall be payable for the
period commencing with the first month of his coverage period and
ending with the month in which he dies or, if earlier, in which his
coverage under such program terminates.

"FEDERAL SUPPLEMENTARY MEDICAL INSURANCE TRUST FUND

"SEC. 1841. (a) There is hereby created on the books of the Treas-
ury of the United States a trust fund to be known as the'Federal Sup-
plementary Medical Insurance Trust Fund' (hereinafter in this sec-
tion referred to as the 'Trust Fund'). The Trust Fund shall consist
of such amounts as may be deposited in, or appropriated to, such fund
as provided in this part.

"(b) With respect to the Trust Fund, there is hereby created a body
to be known as the Board of Trustees of the Trust Fund (hereinafter
in this section referred to as the 'Board of Trustees') composed of the
Secretary of the Treasury the Secretary of Labor, and the Secretary
of Health, Education, anA Welfare, all ex officio. The Secretary of
the Treasury shall be the Managing Trustee of the Board of Trustees
(hereinafter in this section referred to as the 'Managing Trustee').
The Commissioner of Social Security shall serve as the Secretary of
the Board of Trustees. The Board of Trustees shall meet not less
frequently than once each calendar year. It shall be the duty of the
Board of Trustees to-

"(1) Hold the Trust Fund;
"(2) Report to the Congress not later than the first day of

March of each year on the operation and status of the Trust Fund
during the preceding fiscal year and on its expected operation and
status during the current fiscal year and the next 2 fiscal years;

"(3) Report immediately to the Congress whenever the 3ard
is of the opinion that the amount of the Trust Fund is unduly
small; and

"(4) Review the general policies followed in managing the
Trust Fund, and recommend changes in such policies, including
necessary changes in the provisions of law which govern the way
in which the Trust Fund is to be managed.

The report provided for in paragraph (2) shall include a statement
of the assets of, and the disbursements made from, the Trust Fund
during the preceding fiscal year, an estimate of the expected income to,
and disbursements to be made from, the Trust Fund during the current
fiscal year and each of the next 2 fiscal years, and a statement of the
actuarial status of the Trust Fund. Such report shall be printed as a
House document of the session of the Congress to which the report is
made.

"(c) It shall be the duty of the Managing Trustee to invest such
portion of the Trust Fund as is not, in his judgment, required to
meet current withdrawals. Such investments may be made only in
interest-bearing obligations of the United States or in obligations
guaranteed as to both principal and interest by the United States.
For such purpose such obligations may be acquired (1) on original
issue at the issue price, or (2) by purchase of outstanding obligations
at the market price. The purposes for which obligations of the
United States may be issued under the Second Liberty Bond Act
as amended, are hereby extended to authorize the issuance at par of
public-debt obligations for purchase by the Trust Fund. Such
obligations issued for purchase by the Trust Fund shall have matu-

Premium payable for period beginning
with first month of coverage period and
ending with the month in which individual
dies or his coverage period ends, which-
ever is earlier.

Creates Federal Supplementary Medical
Insurance Trust Fund.

Creates Board of Trustees of the Trut
Fund who will meet at least once each
calendar year.

Board's duties are to (1) hold the lund,
(2) report to Congress by March 1 each
year on operation and status of Fund,
(3) raport -to Congress whenever Board
thinks amount of Fund is unduly small,
and (4) review and recommend changes
(including legislative changes) in policies
followed in mnaging the Fund.

Managing Trustee will invest portion of
Trust Fund not required to meet current
withdrawals. Investmeints made only in
intereet-bearing obligations of U.S. or
in obligations guaranteed as to principal
and interest by U.S. Other obligations of
U.S. or guaranteed by U.S. may be purchased
by Managing Trustee only when he determines
it is in the public interest.



Obligations acquired by Trust Fund may be
sold at market price and public-debt
obligations may be deemed at par plus
interest.

Interest on and proceeds from sale of
obligations credited to and form part
of Trust Fund.

Transfers vill be made at least once each
fiscal year to Supplementary Medical In-
surancd Trust Fund from OASI Trust Fund,
DI Trust Fund and Railroad Retirement
Account of medical insurance overpayments
recovered by adjusting cash social security
or railroad retirement benefits.

Managing Trustee vill pay from the Trust
Fund amounts necessary to make benefit
payments and to pay administrative
expenses.

Managing Trustee will pay from the Trust
Fund amounts necessary to pay cost incurred
by the CSC in making deductions for Civil
Service Retirement annuitants.

The Secretary may enter into contracts
with carriers, including organizations
which have agreements to act as fiscal
intermediaries under part A (and must
enter into such contracts to the extent
possible with respect to payment for
physicians' services), which will under-
take to perform, or .to secure performance
by other organizations, of the following
part B functions:

rities fixed with due regard for the needs of the Trust Fund
and shall bear interest at a rate equal to the average market yield
(computed by the Managing Trustee on the basis of market quota-
tions as of the end of the calendar month next preceding the date
of such issue) on all marketable interest-bearing obligations of the
United States then forming a part of the public debt which are not
due or callable until after the expiration of 4 years from the end
of such calendar month; except that where such average market yield
is not a multiple of one-eighth of 1 per centum, the rate of interest
on such obligations shall be the multiple of one-eighth of 1 per cen-
tum nearest such market yield. The Managing Trustee may purchase
other interest-bearing obligations of the United States or obliga-
tions guaranteed as to both principal and interest by the United States,
on original issue or at the market price, only where he determines that
the purchase of such other obligations is in the public interest.

" (d) Any obligations acquired by the Trust Fund (except public-
debt obligations issued exclusively to the Trust Fund) may be sold
by the Managing Trustee at the market price, and such public-debt
obligations may be redeemed at par plus accrued interest.

"(e) The interest on, and the proceeds from the sale or redemption
of, any obligations held in the Trust Fund shall be credited to and form
a part of the Trust Fund.

"(f) There shall be transferred periodically (but not less often than
once each fiscal year) to the Trust Fund from the Federal Old-Age
and Survivors Insurance Trust Fund and.from the Federal Disability
Insurance Trust Fund amounts equivalent to the amounts not pre-
viously so transferred which the Secretary of Health, Education, and
Welfare shall have certified as overpayments (other than amounts
so certified to the Railroad Retirement Board) pursuant to section
1870 (b) of this Act. There shall be transferred periodically (but
not less often than once each fiscal year) to the Trust Fund from the
Railroad Retirement Account amounts equivalent to the amounts not
previously so transferred which the Secretary of Health, Education,
and Welfare shall have certified as overpayments to the Railroad
Retirement Board pursuant to section 1870(b) of this Act.

"(g) The Managing Trustee shall pay from time to time from the
Trust Fund such amounts as the Secretary of Health, Education, and
Welfare certifies are necessary to make the payments provided for by
this part, and the payments with respect to administrative expenses in
accordance with section 201(g) (1).

"(h) The Managing Trustee shall pay from time to time from the
Trust Fund such amounts as the Secretary of Health, Education, and
Welfare certifies are necessary to pay the costs incurred by the Civil
Service Commission in making deductions pursuant to section 1840 (e).
During each fiscal year, or after the close of such fiscal year, the Civil
Service Commission shall certify to the Secretary the amount of the
costs it incurred in making such deductions, and such certified amount
shall be the basis for the amount of such costs certified by the Secretary
to the Managing Trustee.

"USE OF CARRIERS FOR ADMINISTRATION OF BENEFrTS

"SEc. 1842. (a) In order to provide for the administration of the
benefits under this part with maximum efficiency and convenience for
individuals entitled to benefits under this part and for providers of
services and other persons furnishing services to such individuals, and
with a view to furthering coordination of the administration of the



benefits under part A and under this part, the Secretary is authorized
to enter into contracts with carriers, including carriers with which
agreements under section 1816 are in effect, which will perform some
or all of the following functions (or, to the extent provided in such
contracts, will secure performance thereof by other organizations);
and, with respect to any of the following functions which involve pay-
ments for physicians' services, the Secretary shall to the extent possible
enter into such contracts:

"(1) (A) make determinations of the rates and amounts of pay-
ments required pursuant to this part to be made to providers of
services and other persons on a reasonable cost or reasonable
charge basis (as may b applicable);

"(B) receive, disburse, and account for funds in making such
payments; and

"(C) make such audits of the records of providers of services
as may be necessary to assure that proper payments are made
under this part;

"(2) (A) determine compliance with the requirements of sec-
tion 1861(k) as to utilization review; and

"(B) assist providers of services and other persons who fur-
nish services for which payment may be made under this part in
the development of procedures relating to utilization practices,
make studies of the effectiveness of such procedures and methods
for their improvement, assist in the application of safeguards
against unnecessary utilization of services furnished by providers
of services and other persons to individuals entitled to benefits
under this part, and provide procedures for and assist in arrang-
ing, where necessary, the establishment of groups outside hos-
pitals (meeting the requirements of section 1861(k) (2)) to make
reviews of utilization;

"(3) serve as a channel of communication of information re-
lating to the administration of this part; and

" (4) otherwise assist, in such manner as the contract may pro-
vide, in discharging administrative duties necessary to carry out
the purposes of tlus part.

"(b) (1) Contracts with carriers under subsection (a) may be en-
tered into without regard to section 3709 of the Revised Statutes or
any other provision of law requiring competitive bidding.

"(2) No such contract shall be entered into with any carrier unless
the Secretary finds that such carrier will perform its obligations under
the contract effciently and effectively and will meet such requirements
as to financial responsibility, legal authority, and other matters as he
finds pertinent.

"(3) Each such contract shall provide that the carrier-
"(A) will take such action as may be necessary to assure that,

where payment under this part for a service is on a cost basis, the
cost is reasonable cost (as determined under section 1861(v));

"(B) will take such action as may be necessary to assure that,
where payment under this part for a service is on a charge basis,
(i) such charge will be reasonable and not higher than the charge
applicable, for a comparable service and under comparable cir-
cumstances, to the policyholders and subscribers of the carrier, and
(ii) such payment will be made on the basis of a receipted bill, or
on the basis of an assignment under the terms of which the reason-
able charge is the full charge for the service;

"(C) will establish and maintain procedures pursuant to which
an individual enrolled under this part will be granted an oppor-

(A) make determinations of rates and amounts
of payments to be made to providers of serv-
ices and other persons on reasonable cost or
reasonable charge basis, whichever is appli.
cable;
(B) receive, disburse, and account for funds
in making such payments; and

(C) audit records of providers of services
to assure that proper payments are made.

Also, carriers will:
(A) determine compliance with utili-

zation review requirement;
(B) assist in development of utili-

zation review procedures; make
studies of effectiveness of such
procedures; assist in application
of safeguards against unnecessary
utilization of services; assist in
arranging, where necessary, the
establishment of groups outside
hospitals to make reviews of
utilization.

Carriers will also: serve as channel of
communication of infopmation relating to
administration of program and assist in
discharging other administrative duties.

Contracts with carriers may be entered into
without competitive bidding.
The Secretary not to contract with carrier
unless carrier will perform its duties
efficiently and effectively and meets re-
quirements relating to financial responsi-
bility, legal authority and other matters as
he finds pertinent.

Each contract must provide that the carrier
will:

(A) take action to assure that where pay-
ment is on a cost basis, the cost is
reasonable cost;

(B) take action to assure that where pay-
ment is on a charge basis, charge is
reasonable and not higher than charge
applicable for comparable service to
policy-holders of carrier and such
payment is on the basis of either a
receipted bill or an assignment under
which the reasonable charge is full
charge for services;

(C) establish and maintain procedures
under which an individual enrolled



under the medical insurance plan will be
entitled to fair hearing by carrier when
requests for payment are denied, not acted
upon with reasonable promptness, or amount
of payment is in controversy;
(D) furnish such timely information and
reports as may be necessary;
(E) maintain and afford access to what-
ever records necessary for verification-
of required information and reports and
othervise to carry out the purposes of
the medical insurance plan.
Each contract will also contain other neces-
sary terms and conditions. In determining
reasonable charges, carriers will consider
physician's customary charges for similar
services and prevailing charges in locality.

Each contract must be for term of at least
1 year and may be automatically renewable
unless either party provides notice of in-
tent to terminate at end of current tem.
Secretary may terminate at any time (after
reasonable notice and opportunity for
hearing) if he finds that carrier has failed
substantially to carry out contract or is
carrying it out in manner inconsistent with
efficient and effective administration.

Contract will provide for advances of funds
to the carrier for making benefit payments
and will provide for payment of administrative
costs.

Contract may require carrier or its officers
and employees certifying payments or dis-
bursing funds to give surety bond in appro-
priate ameount.

No individual designated pursuant to a
contract as certifying officer will, in
absence of gross negligence or intent to
defraud, be liable for payments incorrectly,
certified by him.

So individual designated as disbursing
officer will, in absence of gross negli-
gence or intent to defraud, be liable for
any payment if it was based on a voucher
signed by a certifying officer.

Ekaptoying agency of certifying or disbursing
officer not liable to U.S. when such officer
is excused.

For purposes of part 3, term "carrier"
means:

(1) vith respect to providers of services
and other persons, a voluntary association,
corporation, partnership, or other non-
governmental organization lawfully engaged
in providing, paying for, or ireimbursing
cost of health services under group insur-
ance policies or contracts, medical or
hospital serviceagreements, membership
contracts or similar group

tunity for a fair hearing by the carrier when requests for pay-
ment under this part with respect to services furnished him are
denied or are not acted upon with reasonable promptness or when
the amount of such payment is in controversy;

"(D) will furnish to the Secretary such timely information
and reports as he may find necessary in performing his functions
under this part; and

"(E) will maintain such records and afford such access thereto
as the Secretary finds necessary to assure the correctness and
verification of the information and reports under subparagraph
(D) and otherwise to carry out the purposes of this part;

and shall contain such other terms and conditions not inconsistent
with this section as the Secretary may find necessary or appropriate.
In determining the reasonable charge for services for purposes of this
paragraph, there shall be taken into consideration the customary
charges for similar services generally made by the physician or other
person furnishing such services, as well as the prevailing charges in
the locality for similar services.

"(4) Each contract under this section shall be for a term of at least
one year, and may be made automatically renewable from term to term
in the absence of notice by either party of intention to terminate at
the end of the current term; except that the Secretary may terminate
any such contract at any time (after such reasonable notice and oppor-
tunity for hearing to the carrier involved as he may provide in regula-
tions) if he finds that the carrier has failed substantially to carry out
the contract or is carryina out the contract in a manner inconsistent
with the efficient and effective administration of the insurance program
established by this part.

"(c) Any contract entered into with a carrier under this section shall
provide for advances of funds to the carrier for the making of pay-
ments by it under this part, and shall provide for payment of the cost
of administration of the carrier, as determined by the Secretary to be
necessary and proper for carrying out the functions covered by the
contract.

"(d) Any contract with a carrier under this section may require
such carrier or any of its officers or employees certifying payments or
disbursing funds pursuant to the contract, or otherwise participating
in carrying out the contract, to give surety bond to the United States
in such amount as the Secretary may deem appropriate.

"(e) (1) No individual designated pursuant to a contract under this
section as a certifying officer shall, in the absence of gross negligence
or intent to defraud the United States, be liable with respect to any
payments certified by him under this section.

"(2) No disbursing officer shall, in the absence of gross negligence
or intent to defraud the United States, be liable with respect to any
payment by him under this section if it was based upon a voucher
signed by a certifying officer designated as provided in paragraph (1)
of this subsection.

"(3) No such carrier shall be liable to the United States for any
payments referred to in aragraph (1) or (2).

"(f) For purposes o this part, the term 'carrier' means-
"(1) with respect to providers of services and other persons,

a voluntary association, corporation, partnership, or other non-
governmental organization which is lawfully engaged in provid-
ing, paying for, or reimbursing the cost of, health services under
group insurance policies or contracts, medical or hospital service
agreements, membership or subscription contracts, or similar



group arrangements, in consideration of premiums or other
periodic charges payable to the carrier, including a health benefits
plan duly sponsored or underwritten by an employee organiza-
tion; and

"(2) with respect to providers of services only, any agency or
organmation (not described in paragraph (1)) with which an
agreement is in effect under section 1816.

"STATE AGREEMENTS FOR COVERAGE OF ELIGIBLE INDIVIDUALS WHO
ARE RECEIVING MONEY PAYMENTS UNDER PUBLIC ASSISTANCE
PROGRAMS

"SEc. 1843. (a) The Secretary shall, at the request of a State made
before January 1 1968 enter into an agreement with such State pur-
suant to which all eligible individuals in either of the coverage groups
described in subsection (b) (as specified in the agreement) will be
enrolled under the program established by this part.

"(b) An agreement entered into with any State pursuant to sub-
section (a) may be applicable to either of the following coverage
groups:

"(1) individuals receiving money payments under the plan of
such State approved under title I or title XVI; or

"(2) individuals receiving money payments under all of the
plans of such State approved under titles I, IV, X, XIV, and
XVI;

except that there shall be excluded from any coverage group anyindividual who is entitled to monthly insurance benefits under title II
or who is entitled to receive an annuity or pension under the Railroad
Retirement Act of 1937.

"(c) For purposes of this section, an individual shall be treated
as an eligible individual only if he is an eligible individual (within
the meanmig of section 1836) on the date an agreement covering him
is entered into under subsection (a) or he becomes an eligible indi-
vidual (within the meaning of such section) at any time after such
date and before January 1, 1968 and he shall be treated as receiving
money payments described in subection (b) if he receives such pay-
ments for the month in which the agreement is entered into or any
month thereafter before January 1968.

"(d) In the case of any individual enrolled pursuant to this
section-

"(1) the monthly premium to be paid by the State shall be
determined under section 1839 (without any increase under sub-
section (c) thereof );

" (2) his coverage period shall begin on whichever of the fol-
lowing is the latest:

'A July 1, 1966;
B) the first day of the third month following the month

in which the State agreement is entered into;
" C) the first day of the first month in which he is both an

eligible individual and a member of a coverage group specified
in the agreement under this section; or

"(D) such date (not later than January 1, 1968) as may be
specified in the agreement; and

"(3) his coverage period attributable to the agreement with the
State under this section shall end on the last day of whichever of
the following first occurs:

"(A) the month in which he is determined by the State
agency to have become ineligible for money payments of a
kind specified in the agreement, or

arrangements in consideration of
premiums or other periodic charges,
including an employee organization
health benefits plan; and

(2) with respect to providers of serv-
ices only, any agency or organiza-
tion (not described above) with
which an agreement is in effect
for such agency or organization to
act as a fiscal intermediary under
part A.

The Secretary will, at request of a State
made before 1/1/68, enter into agreement
with State to provide coverage under part B
for eligible individuals in either of the
two coverage groups specified below:

(1) aged recipients of money payments
under plan of huch State approved
under OAA, MAA or the program which
combines categories of Act; or

(2) aged recipients of money payments
under all State assistance plans
under social security. Neither
group may include any individual
entitled to monthly 0ASI or railroad
retirement benefits.

Coverage under an agreement with a State
may be provided only for individual who
is eligible- on date agreement is entered
into or who becomes eligible in period
after date of agreement and before 1/1/68.

In the case of individual enrolled in program
under part B pursuant to an agreement between
a State and the Secretary:

(1) premium to be paid by State will be
the same as for other enrollees
(except the 10% increase in premium
for late enrollment does not apply);

(2) his coverage period will begin on ,
July 1, 1966; on first day of third
month following month the State agree-
ment is entered into; on first day of
first month in which he is both an
eligible individual and a member of the
coverage group; a date not later than
1/1/68 as may be specified in the
agreement; whichever is latest;

(3) his coverage period will end on either
last day of month in which he is no
longer eligible for cash aid or last
day of the month before month he
becomes entitled to monthly OASI or
railroad retirement benefits, which-
ever occurs first.



Any individual whose coverage period attri-
butable to a State agreement is terminated
will be deemed to have enrolled in initial
enrollment period.

The term "carrier" also includes, with
respect to individuals receiving money
payments, and if the agreement so pro-
vides, State agency specified in agreement
which administers State assistnce plan.
Agreement must contain provisions to facil-
itate handling deductions and coinsurance
and otherwise lead to economy and efficiency
of operations.

Authorizes appropriations from Treasury equal
to total premiums payable by individuals who
have enrolled under part B.

Authorizes appropriation from Treasury to
remain available through 1967 for repayable
advances to Trust Fund of $18 multiplied
by the estimated number of individuals who
could be covered in July 1966 by the program
under part B in order to assure prompt pay-
ment of benefits and administrative expenses
and to provide contingency reserve during
early months of program.

Defines "spell of illness" as beginning
with first day (not in a previous speil
of illness) on which individual entitled
to benefits under part A is furnished
inpatient hospital or extended care
services, I

"(B) the month preceding the first month for which he
becomes entitled to monthly benefits under title II or to an
annuity or pension under the Railroad Retirement Act of
1937.

"(e) Any individual whose coverage period attributable to the
State agreement is terminated pursuant to subsection (d) (3) shall
be deemed for purposes of this part (including the continuation of
his coverage period under this part) to have enrolled under section
1837 in the initial general enrollment period provided by section

1837 (c).
"(f) With respect to eligible individuals receiving money pay-

ments under the plan of a State approved under title I, IV, X, XIV,
or XVI, if the agreement entered into under this section so provides,
the term 'carrier' as defined in section 1842(f) also includes the State
agency, specified in such agreement, which administers or supervises
the administration of the plan of such State approved under title I,
XVI, or XIX. The agreement shall also contain such provisions as
will facilitate the financial transactions of the State and the carrier
with respect to deductions, coinsurance, and otherwise, and as will lead
to economy and efficiency of operation, with respect to individuals
receiving money payments under plans of the State approved under
titles I, IV, X, XIV, and XVI.

APPROPRIATIONS TO COVER GOVERNMENT CONTRIBUTIONS AND
CONTINGENCY RESERVE

"SEC. 1844. (a) There are authorized to be appropriated from time

to time, out of any moneys in the Treasury not otherwise appropriated,
to the Federal Supplementary Medical Insurance Trust Fund, a Gov-
ernment contribution equal to the aggregate premiums payable under
this part.

"(b) In order to assure prompt payment of benefits provided under
this part and the administrative expenses thereunder during the early
months of the program established by this part, and to provide a
contingency reserve, there is also authorized to be appropriated, out
of any moneys in the Treasury not otherwise appropriated, to remain
available through the calendar year 1967 for repayable advances
(without interest) to the Trust Fund, an amount equal to $18 multi-
plied by the number of individuals (as estimated by the Secretary)
who could be covered in July 1966 by the insurance program estab-
lished by this part if they had theretofore enrolled under this part.

"PART C-MISCELLANEOUS PROVISIONS

DEFINITIONS OF SERVICES, INSTITUTIONS, ETC.

"SEC. 1861. For purposes of this title-

"Spell of Illness

"(a) The term 'spell of illness' with respect to any individual means
n period of consecutive days-

"(1) beginning with the first day (not included in a previous

spell of illness) (A) on which such individual is furnished inpa-
tient hospital services or extended care services, and (B) which
occurs in a month for which he is entitled to benefits under part

A, and



"(2) ending with the close of the first period of 60 consecutive
days thereafter on each of which he is neither an inpatient of a
hospital nor an inpatient of an extended care facility.'

"Inpatient Hospital Services

"(b) The term 'inpatient hospital services' means the following
items and services furnished to an inpatient of a hospital and (except
as provided in paragraph (3)) by the hospital-

"(1) bed and board;
"(2) such nursing services and other related services, such use

of hospital facilities, and such medical social services as are
ordinarily furnished by the hospital for the care and treatment of
inpatients, and such drugs, biologicals, supplies, appliances, and
equipment, for use in the hospital, as are ordinarily furnished by
such hospital for the care and treatment of inpatients; and

"(3) such other diagnostic or therapeutic items or services,
furnished by the hospital or by others under arrangements with
them made by the hospital, as are ordinarily furnished to
inpatients either by such hospital or by others under such arrange-
ments;

excluding, however-
"(4) medical or surgical services provided by a physician, resi-

dent, or intern: and
"(5) the services of a private-duty nurse or other private-duty

attendant.
Paragraph (4) shall not apply to services provided in the hospital by
an intern or a resident-in-training under a teaching program approved
by the Council on Medical Education of the American Medical Asso-
ciation or, in the case of an osteopathic hospital, approved by the
Committee on Hospitals of the Bureau of Professional Education of
the American Osteopathic Association, or, in the case of services in a
hospital or osteopathic hospital by an intern or resident-in-training
in the field of dentistry, approved by the Council on Dental Education
of the American Dental Association.

"Inpatient Psychiatric Hospital Services

"(c) The term 'inpatient psychiatric hospital services' means
inpatient hospital services furnished to an inpatient of a psychiatric
hospital.

"Inpatient Tuberculosis Hospital Services

"(d) The term 'inpatient tuberculosis hospital services' means in-
patient hospital services furnished to an inpatient of a tuberculosis

hsital.
"Hospital

"(e) The term 'hospital' (except for purposes of section 1814(d),
subsection (a) (2) of this section, paragraph (7) of this subsection,
and subsections (i) and (n) of this section) means an institution
which-

"(1) is primarily engaged in providing, by or under the super-
vision of physicians, to inpatients (A) diagnostic services and
therapeutic services for medical diagnosis, treatment, and care of
injured, disabled, or sick persons, or (B) rehabilitation services
for the rehabilitation of injured, disabled, or sick persons;

"(2) maintains clinical records on all patients;

and ending with last day of first 60-
consecutive-day period during which he
was neither an inpatient in a hospital
nor an extended care facility.

Defines "inpatient hospital services"
as services ordinarily furnished by
hospital for care and treatment of its
inpatients. Includes diagnostic and
therapeutic services furnished under
arrangements made by hospital with othere
who provide the services. Excludes private-
duty services of nurses and other attendants,
and medical and surgical services of physi-
cians, except services rendered by intern
or resident-in-training under teaching
program approved by American Medical
Association, American Osteopathic Associ-
ation, or Counqil on Dental Education of
American Dental Association.

Defines "inpatient psychiatric hospital
services" as services furnished to
inpatient of psychiatric hospital.

Defines "inpatient tuberculosis hospi-
tal services" as services furnished to
inpatient of tuberculosis hospital.

Defines "hospital" as institution which:
(1) is primarily engaged in providing
diagnostic and therapeutic or rehabili-
tation services; (2) maintains clinical
records;
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3 has bylaws for medical staff;
4 requires every patient to be

under care of physician;
(5) provides 24-hour nursing serv-

ices under supervision of WN and
has licensed practical nurse or
RN on duty at all times;

(6) has utilization review plan in
effect;

(7) is licensed (or meets standards
for licensing) pursuant to State
or local law; and

(8) meets other requirements necessary
for health and safety except that
such requirements may not be higher
than those prescribed by Joint
Commission on Accreditation of Hos-
pitals (except in certain cases
where higher requirements result
from State initiative--see page 40).

For purposes of determining how long an
individual is out of a hospital to establish
end of spell of illness, institution meeting
first element of definition above is a
"hospital." In determining whether emergency
inpatient hospital services are covered,
institution considered "hospital" if it meets
elements (1), (2), 13), (4), (5), and (7)
above.
The term "hospital" does not (except for
purposes of determining when spell
of illness ends) include any institution
which is primarily for the care and treat-
ment of mental diseases or TB, unless it is
TB or psychiatric hospital as subsequently
defined.

The term "hospital" also includes Christian
Science sanatorium (but payment to such
institution made only to extent and under
conditions provided in regulations) if
operated, or listed and certified by First
Church of Christ, Scientist, Boston, Mass.

Certain requirements of this subsection may be
deemed met if hospital is accredited.

Defines "psychiatirtc hospital" as insti-
tution which:

(1) is primarily engaged in providing
psychiatric services for diagnosis
and treatment of mentally ill
persons;

(2) satisfies requirements (3) through
(8) in definition of "hospitals;"

(3) maintains records which enable
determination of degree and intensity
of treatment provided;"

"(3) has bylaws in effect with respect to its staff of physicians;
"(4) has a requirement that every patient must be under the

care of a physician*
"(5) provides 24-hour nursing service rendered or supervised

by a registered professional nurse, and has a licensed practical
nurse or registered professional nurse on duty at all times;

"(6) has in effect a hospital utilization review plan which
meets the requirements of subsection (k);

"(7) in the case of an institution in any State in which State
or applicable local law provides for the licensing of hospitals,
(A) is licensed pursuant to such law or (B) is approved, by the
agency of such State or locality responsible for licensing hos-
pitals, as meeting the standards established for such licensing;
and

"(8) meets such other requirements as the Secretary finds
necessary in the interest of the health and safety of individuals
who are furnished services in the institution, except that such
other requirements may not be higher than the comparable
requirements prescribed for the accreditation of hospitals by the
Joint Commission on Accreditation of Hospitals (subject to the
second sentence of section 1863).

For purposes of subsection (a) (2), such term includes any institution
which meets the requirements of paragraph (1) of this subsection.
For purposes of sections 1814(d) (including determination of whether
an individual received inpatient hospital services for purposes of such
section), and subsections (i) and (n) of this section, such term includes
any institution which meets the requirements of paragraphs (1), (2),
(3), (4), (5), and (7) of this subsection. Notwithstanding the pre-
ceding provisions of this subsection, such term shall not, except for
purposes of subsection (a) (2), include any institution which is pri-
marily for the care and treatment of mental diseases or tuberculosis
unless it is a tuberculosis hospital (as defined in subsection (g)) or
unless it is a psychiatric hospital (as defined in subsection (f)). The
term 'hospital' also includes a Christian Science sanatorium operated,
or listed and certified, by the First Church of Christ, Scientist, Boston,
Massachusetts, but only with respect to items and services ordinarily
furnished by such institution to ipatients, and payment may be made
with respect to services provided by or in such an institution only to
such extent and under such conditions, limitations, and requirements
(in addition to or in lieu of the conditions, limitations, and require-
ments otherwise applicable) as may be provided in regulations. For
provisions deeming certain requirements of this subsection to be met
in the case of accredited institutions, see section 1865.

"Psychiatric Hospital

"(f) The term 'psychiatric hospital' means an institution which-
"(1) is primarily engaged in providing, by or under the super-

vision of a physician, psychiatric services or the diagnosis and
treatment of mentally ill persons;

"(2) satisfies the requirements of paragraphs (3) through (8)'
of subsection (e);

"(3) maintains clinical records on all patients and maintains
such records as the Secretary finds to be necessary to determine
the degree and intensity of the treatment provided to individuals
entitl to hospital insurance benefits under part A;



"(4) meets such staffing requirements as the Secretary finds
necessary for the institution to carry. out an active program of
treatment for individuals who are furnished services in the,
institution; and

"(5) is accredited by the Joint Commission on Accreditation of
Hospitals.

In the case of an institution which satisfies paragraphs (1) and (2) of
the preceding sentence and which contains a distinct part which also
satisfies paragraphs (3) and (4) of such sentence, such distinct part
shall be considered to be a 'psychiatric hospital' if the institution is
accredited by the Joint Commission on Accreditation of Hospitals or
if such distinct part meets requirements equivalent to such accredita-
tion requirements as determined by the Secretary.

"Tuberculosis Hospital

"(g) The term 'tuberculosis hospital' means an institution which-
"(1) is primarily engaged in providing, by or under the super-

vision of a physician, medical services for the diagnosis and treat-
ment of tuberculosis;

"(2) satisfies the requirements of paragraphs (3) through (8)
of subsection (e);

"(3) maintains clinical records on all patients and maintains
such records as the Secretary finds to be necessary to determine the
degree and intensity of the treatment provided to individuals
covered by the insurance program established by part A;

"(4) meets such staffing requirements as the Secretary finds
necessary for the institution to carry out an active program of
treatment for individuals who are furnished services in the insti-
tution; and

"(5) is accredited by the Joint Commission on Accreditation of
Hospitals.

In the case of an institution which satisfies paragraphs (1) and (2)
of the preceding sentence and which contains a distinct part which also
satisfies paragraphs (3) and (4) of such sentence, such distinct part
shall be considered to be a 'tuberculosis hospital' if the institution is
accredited by the Joint Commission on Accreditation of Hospitals or
if such distinct, part meets requirements equivalent to such accredita-
tion requirements as determined by the Secretary.

"Extended Care Services

"(h) The term 'extended care services' means the following items
and services furnished to an inpatient of an extended care facility
and (except as provided in paragraphs (3) and (6)) by such extended
care facility-

"(1) nursing care provided by or under the supervision of a
registered rofessional nurse;

(2) be and board in connection with the furnishing of such
nursing care;

"(3) physical, occupational, or speech therapy furnished by the
extended care facility or by others under arrangements with them
made by the facility;

"(4) medical social services;
"(5) such drugs, biologicals, supplies, appliances, and equip-

ment, furnished for use in the extended care facility, as are ordi-
unirily furnished by such facility for the care and treatment of
inpatients;

(4) meets staffing requirements commen-
surate with active program of treatment;
and
(5) is accredited by Joint Comission on
Accreditation of Hospitals.

If an institution meets requirements (1) and
(2) above and distinct part of it meets-(3)
and (4), and if institution is accredited by
JCAE or if distinct part meets requirements
equivalent to accreditation, distinct part
considered psychiatric hospital.

Defines "TB hospital" as institution which:
(1) is primarily engaged in providing medi-
cal services for diagnosis and treatment of
Ts; (2) satisfies requirements (3) through
(8) of definition of "hospitals" (3) main-
tains records which enable determination of
degree and intensity of treatment provided;
(4) meets staffing requirements comensurate
with active program of treatmenti and (5) is
accredited by Joint Comission on Accredi-
tation of Hospitals.

Distinct part of an institution considered
"TB hospital," if institution meets require-

ments (1) and (2) above and distinct part
meets requirements (3) and (4), and if
institution is accredited by JCAE or if
distinct part. meets requirements equivalent
to accreditation.

Defines "extended care services" as follow-
ing services furnished to inpatient of
extended care facility (with certain excep-
tions) by the facility: nursing care
furnished by or under supervision of RN;
bed and board; physical, occupational or
speech therapy furnished by facility or by
others under arrangements made by facility;
medical social services; drugs and supplies
ordinarily furnished by facility for care
and treatment of inpatients;



services of interne and residents-in-
training of hospital with which facility
has transfer agreement and under approved
teaching program; other diagnostic or
therapeutic services of hospital with which
such facility has transfer agreement in
effect; and other health services generally
provided by such facilities. Any service
which would not be covered if furnished to
inpatient of hospital is excluded.

Defines "post-hospital extended care serv-
ices" as services furnished after transfer
from hospital in which individual was in-
patient for at least 3 consecutive days
before his discharge. Individual deemed
to have been transferred from hospital if
admitted to extended care facility within
14 days after discharge from hospital.
Individual deemed not to have been dis-
charged from an extended care facility if
he is readmitted to an extended care
facility within 14 days after discharge.

Defines "extended care facility" as insti-
tution (or part thereof) *hich has transfer
agreement with onesor more participating
hospitals and which: (1) primarily provides
skilled nursing services for persons re-
quiring medical or nursing care or reha-
bilitation services; (2) has policies which
are developed with advice of and periodi-
cally reviewed by professional group
(including at least 1 physician and at
least 1 RN) to govern services provided;
(3) has physician, RN or medical staff
responsible for execution of such policies;
(N) requires that health care of every
patient be under supervision of physician
and provided for emergency services by
physician; (5) maintains clinical records
on all patients; (6) provides 24-hour
nursing services sufficient to meet needs
in accordance with facility policies aid
has at least one RN employed full time;
(7) provides appropriate methods for dis-
pensing and administering drugs and
biologicales

" (6) medical services provided by an intern or resident-in-train-
ing of a hospital with which the facility has in effect a transfer
agreement (meeting the requirements of subsection (1)), under a
teaching program of such hospital approved as provided in the
last sentence of subsection (b), and other diagnostic or therapeutic
services provided by a hospital with which the facility has such an
agreement in effect; and

"(7) such other services necessary to the health of the patients
as are generally provided by extended care facilities;

excluding, however, any item or service if it would not be included
under subsection (b) if furnished to an inpatient of a hospital.

"Post-Hospital Extended Care Services

"(i) The term 'post-hospital extended care services' means extended
care services furnished an individual after transfer from a hospital
in which he was an inpatient for not less than 3 consecutive days before
his discharge from the hospital in connection with such transfer. For
purposes of the preceding sentence, items and services shall be deemed
to have been furnished to an individual after transfer from a hospital,
and he shall be deemed to have been an inpatient in the hospital
immediately before transfer therefrom, if he is admitted to the
extended care facility within 14 days after discharge from such hos-
pital; and an individual shall be deemed not to have been discharged
from an extended care facility if, within 14 days after discharge there-
from, he is admitted to such facility or any other extended care facility.

"Extended Care Facility

"(j) The term 'extended care facility' means (except for purposes
of subsection (a) (2)) an institution (or a distinct part of an institu-
tion) which has in effect a transfer agreement (meeting the require-
inents of subsection (1)) with one or more hospitals having agreements
in effect under section 1866 and which-

"(1) is primarily engaged in providing to inpatients (A)
skilled nursing care and related services for patients who require
medical or nursing care, or (B) rehabilitation services for the
rehabilitation of injured, disabled, or sick persons;

"(2) has policies, which are developed with the advice of (and
with provision of review of such policies from time to time by) a
group of professional personnel, including one or more physicians
and one or more registered professional nurses, to govern the
skilled nursing care and related medical or other services it
provides;

"(3) has a physician, a registered professional nurse, or a
medical staff responsible for the execution of such policies;

"(4) (A) has a requirement that the health care of every patient
must be under the supervision of a physician, and (B) provides
for having a physician available to furnish necessary medical care
in case of emergency;

"(5) maintains clinical records on all patients;
"(6) provides 24-hour nursing service which is sufficient to

meet nursing needs in accordance with the policies developed as
provided in paragraph (2), and has at least one registered pro-
fessional nurse employed full time;

"(7) provides appropriate methods and procedures for the
dispensing and administering of drugs and biologicals;



"(8) has in effect a utilization review plan which meets the
requirements of subsection (k);

(9) in the case of an institution in any State in which State
or applicable local law provides for the licensing of institutions of
this nature, (A) is licensed pursuant to such law, or (B) is
approved, by the agency of such State or locality responsible for
licensing institutions of this nature, as meeting the standards
established for such licensing; and

"(10) meets such other conditions relating to the health and
safety of individuals who are furnished services in such institution
or relating tothe physical facilities thereof as the Secretary may
find necessary (subject to the second sentence of section 1863);

except that such term sall not (other than for purposes of subsection
(a) (2)) include any institution which is primarily for the care and
treatment of mental diseases or tuberculosis. For purposes of subsec-
tion (a) (2), such term includes any institution which meets the
requirements of paragraph (1) of this subsection. The term 'extended
care facility' also includes an institution described in paragraph (1) of
subsection (y), to the extent and subject to the limitations provided
in such subsection.

"Utilization Review

"(k) A utilization review plan of a hospital or extended care facility
shall be considered sufficient if it is applicable to services furnished by
the institution to individuals entitled to insurance benefits under this
title and if it provides--

"(1) for the review, on a sample or other basis, of admissions
to the institution, the duration of stays therein, and the profes-
sional services (including drugs and biologicals) furnished, (A)
with respect to the medical necessity of the services, and (B) for
the purpose of promoting the most efficient use of available health
facilities and services;

"(2) for such review to be made by either (A) a staff committee
of the institution composed of two or more physicians, with or
without participation of other professional personnel, or (B) a
group outside t ins itution which is similarly composed and (i)
which is established by the local medical society and some or all of
the hospitals and extended care facilities in the locality, or (ii) if
(and for as long as) there has not been established such a group
which serves such institution, which is established in such other
mannier as may be approved by the Secretary;

"(3) for such review, in each case of inpatient hospital services
or extended care services furnished to such an individual during a
continuous period of extended duration as of such days of such
period (which may differ for different ciasses of cases) as may be
specified in regulations, with such review to be made as promptly
as possible, after each day so specified, and in no event later than
one week following such day; and

"(4) for prompt notification to the institution, the individual,
and his attending physician of any finding (made after oppor-
tunity for consultation to such attending physician) by the physi-
cian members of such committee or group that any further stay
in the institution is not medically necessary.

The review committee must be composed as provided in clause (B) of
paragraph (2) rather than as provided in clause (A) of such para-
graph mi the case of any hospital or extended care facility where,
because of the small size of the institution, or (in the case of an

8 has utilization review plan;
9 is licensed (or meets standards

for licensing) pursuant to State
or local law; and (10) meets
other necessary conditions relating
to health, safety or physical
facilities.

Term extended care facility does not include
any institution primarily for care of mental
disease or TB, except for purpose of
determining end of spell of illness. For
latter purpose any institution which meets
requirement (1) is considered extended care
facility. The term does include Christian
Science sanatorium under certain conditions.

Utilization review plan of hospital or
extended care facility acceptable if
applicable to services furnished benefici-
aries and if provides (1) for review, on
sample or other basis, of medical necessity
of admissions, duration of stays and pro-
fessional services; (2) for review to be
made by (A) staff committee of institution
which inclides 2 or more physicians or
(B)(i) by similar group outside the
institution established by local medical
society and by hospitals or extended care
facilities in locality (ii) if neither of
preceding exists, another approved group;

(3) for such review, in each stay of
extended duration, as of such days as
may be specified, to be made no later than
1 week following such day; (4) for prompt
notification to institution, individual
and his physician (after opportunity for
consultation provided such physician) in
case of finding that further stay not
medically necessary.

Utilization review plan must provide for
review by group outside institution where,
because of small size or, in case of extended
care facility, lack of organized medical
staff, or other reasons, it is impracticable
for institution to have properly functioning
staff committee.
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extended care facility) because of lack of an organized medical staff,
or for such other reason or reasons as may be included in regulations,
it is impracticable for the institution to have a properly functioning
staff committee for the purposes of this subsection.

Hospital and extended care facility "Agreements for Transfer Between Extended Care Facilities and
considered to have transfer agreement Hospitals
if vritten agreement provides for:
(1) transfer of patients between "(1) A hospital and an extended care facility shall be considered
facilities vbenever medically appro to have a transfer agreement in effect if, by reason of a written agree-
priate, and (2) transfer between ment between them or (in case the two institutions are under common
facilities of medical and other
information needed for patients control) by reason of a written undertaking by the person or body
care. which controls them, there is reasonable assurance that-

"(1) transfer of patients will be effected between the hospital
and the extended care facility whenever such transfer is medically
a as dete n ab he atendin oan and

vbichec 

anilt 
is loatd 

orBerear

"(2)stherewi be interchange of i nh h

e snr useful in the care and treatment of individu

enter int tra sfe ag emn vih-

Aremnsfr btwen the institutions, or In determ iitieseand

t. onHospitals

suc iniidual cn be adequa caed for oherwi se thIan i

Extended care facility "ay be deemed either of such institutions.
to have agreement In effect if Any extended care facility which does not have such an agreement in
appropriate State agency of State in effect, but which is found by tt gny(fteSaei hc

hich facility is located, or Secretary such facility is situated) wia which an agreement under section 1864
.(2 case of State chich does not have is in effect (or in the case of a State in which no such agency has an
agreement with Secretary) finds that agreement u er section 1864, by the Secretary) to have attempted
facility ttempted in good faith to in good faith to enter into such an agreement with a hospital suffi-
enter into transfer agreement with a ciently close to the facility to make feasible the transfer beteen them

appropriat as determine byaheattndngphyicin;an

hsItal apdulcingrti n of patients and the information referred to in paragranh (2), shall be
is i th pubic nterstconsidered to have such an agreement in effect if and for so long as

such agency (or the Secretary, as the case may be) finds that to do so
is in the public interest and essential to assuring extended care services
for persons in the community who are eligible for payments with
respect to such services under this title.

Defines "home heacth services" asH ich e ves

services and medical supplies furni- "(in) The term 'home health services' means the following items
sued in patient's residence on whida whoein under seciof 
visiting basis by home health agency pysticn byahohea to an State ib whirs under h a re h a

(or by others (6der arrangements by th S ery t h angements
made by such agency with them) under with them made by such agency, under a plan (for furnishing suci
plan established and supervised by items and services to such individual) established and periodically
physicians Includes part-time nursing reviewed by a physician, which items and services are, except as pro-
care by or under supervision of re e vided in paragraph (7), provided on a visiting basis in a place of
physical, occupational and speech residence used as such individual's home-
therapyi medical social service; n ) part-time or intermittent nursing care provided by or
part-time home health aide services under the supervision of a re . prfessional nurse;
to extent permitted by regulations and 1()pyiaocuainl seech pr py
medical services of interns and residents- "alp
in-training under approved teaching "(3) medical social services under the direction of a physician;

program of hospital with which agency Is "() to the extent permitted in regulations, part-time or inter-
affiliated. Includes above items and mittent services of a home health aide;
services provided on outpatient basis at "(5) medical supplies (other than drugs and biologicals), and
hospital, extended care facility, or the use of medical appliances, while under such a plan;
rehabilitation center when necessary "(6) in the case Ofa home health agency which is affiliated
equipment is of such nature it cannot or under common control with a hospital, medical services pro-
readily be taken to patient's residence. vided by an intern or resident-in-training of such hospital under
Excludes drugs and biologicals, and spee
item or service which would not be

covered if furnished to Impatient of last sentence of subsection (b); and
hospital.



"(7) any of the foregoing items and services which are pro-
vided on an outpatient basis, under arrangements made by the
home health agency, at a hospital or extended care facility, or at a
rehabilitation center which meets such standards as may be pre-
scribed in regulations, and-

"(A) the furnishing of which involves the use of equip-
ment of such a nature that the items and services cannot.
readily be made available to the individual in such place of
residence, or

"(B) which are furnished at such facility while he is there
to receive any such item or service described in clause (A),

but not including transportation of the individual in connection
with any such item or service;

excluding, however, any item or service if it would not be included
tinder subsection (b) if furnished to an inpatient of a hospital.

"Post-Hospital Home Health Services

"(n) The term 'post-hospital home health services' means home
health services furnished an individual within one year after his most
recent discharge from a hospital of which he was an inpatient for not
less than 3 consecutive days or (if later) within one year after his most
recent discharge from an extended care facility of which he was an
inpatient entitled to payment under part A for post-hospital extended
care services but only if the plan covering the home health services
(as described in subsection (m)) is established within 14 days after
his discharge from such hospital or extended care facility.

"Home Health Agency

"(o) The term 'home health agency' means a public agency or
private organization, or a subdivision of such an agency or orga-
nization, which-

"(1) is primarily engaged in providing skilled nursing services
and other therapeutic services;

"(2) has policies, established by a group of professional per-
sonnel (associated with the agency or organization), includin
one or more physicians and one or more registered professional
nurses, to govern the services (referred to in paragraph (1))
which it provides, and provides for supervision of such services by
a physician or registered professional nurse;

"(3) maintains clinical records on all patients;
" in the case of an agency or organization in any State in

whi State or applicable local law provides for the licensing of
agencies or organizations of this nature, (A) is licensed pursuant
to such law, or (B) is approved, by the agency of such State or
locality responsible for licensing agencies or organizations of this
nature, as meeting the standards established for such licensing;
and

"(5) meets such other conditions of participation as the Secre-
tary may find necessary in the interest of the health and safety
of individuals who are furnished services by such agency or or-
ganization;

except that such term shall not include a private organization which
is not a nonprofit organization exempt from Federal income taxation
under section 501 of the Internal Revenue Code of 1954 (or a subdivi-
sion of such organization) unless it is licensed pursuant to State law
and it meets such additional standards and requirements as may be

Defines "post-hospital home health services"
as services furnished under plan (established
within 14 days after discharge from hospital
or extended care facility) and within one
year after patient's most recent discharge
from hospital (in which he was inpatient for
at least 3 consecutive days) or, if later,
within one year after most recent discharge
from extended care facility of which he was
inpatient entitled to payment under part A.

Defines "home health agency" as public or
private organization which: (1) primarily
provides skilled nursing or therapeutic
services; (2) has policies established by
professional group (including at least one
physician and one RM) to govern services
and provide for supervision of such services
by physician or RN; (3) maintains clinical
records; (4) is licensed (or meete standards
for licensing) pursuant to State or local
law; (5) meets other conditions necessary
for health and safety.

Term "home health agency" also includes
private organizations which are not non-
profit, which are liceneed under State law
and which meet additional standards and
requirements prescribed in regulations,
except that for part A such term does not
include any agency or organization which is
primarily for care and treatment of mental
disease.



Defines "outpatient hospital diagnostic
servicee" as services ordinarily furnished
to outpatients for purposes of diagnostic
study by the hospital or by others under
arrangements made by the hospital, provided
that services are furnished in facilities
supervised by hospital or its organized
medical staff and furnished by or under
responsibility of hospital's medical staff.
Excludes any service which would not be
covered if furnished to inpatient.

Defines "physicians' services" as physicians'
professional services, including surgery,
consultation, and home, office, and institu-
tional calls. Excludes services provided by
an intern or resident-in-training under an
approved teaching program.

Defines "physician" as doctor ot medicine or
osteopathy licensed by State to pfactice
medicine and surgery. Term also includes
doctors of dentistry but only with respect
to specified procedures.'

Defines "medical and other health services"
as the following items or services (unless
they otherwise constitute inpatient hospi-
tal, extended care or home health services):

1 physicians' services;
2 services and supplies furnished

incident to physiciains services
(including certain drugs);

prescribed in regulations; and except that for purposes of part A such
term shall not include any agency or organization which is primarily
for the care and treatment of mental diseases.

"Outpatient Hospital Diagnostic Services

"(p) The term 'outpatient hospital diagnostic services' means
diagnostic services-

"(1) which are furnished to an individual as an outpatient by a
hospital or by others under arrangements with them made by a
hospital; and

"(2) which are ordinarily furnished by such hospital (or by
others under such arrangements) to its outpatients for the pur-
pose of diagnostic study;

excluding, however-
"(3) any item or service if it would not be included under sub-

section (b) if furnished to an inpatient of a hospital; and
"(4) any services furnished under such arrangements unless

furnished in the hospital or in other facilities operated by or under
the supervision of the hospital or its organized medical staff.

"Physicians' Services

"(q) The term 'physicians' services' means professional services per-
formed by physicians, including surgery, consultation, and home, ofce,
and institutional calls (but not including services described in the last
sentence of subsection (b)).

"Physician

"(r) The term 'physician', when used in connection with the per-
formance of any function or action, means (1) a doctor of medicine or
osteopathy legally authorized to practice medicine and surgery by the
State in which he performs such function or action (including a physi-
cian within the meaning of section 1101(a) (7)), or (2) a doctor of
dentistry or of dental or oral surgery who is legally authorized to prac-
tice dentistry by the State inyhich he performs such function but
only with respect to (A) surgery related to the jaw or any structure
contiguous to the jaw or (B) the reduction of any fracture of the
jaw or any facial bone.

"Medical and Other Health Services

"(s) The term 'medical and other health services' means any of the
following items or services (unless they would otherwise constitute
inpatient hospital services, extended care services, or home health
services)

:(1) physicians' services;
(2) services and supplies (including drugs and biologicals

which cannot, as determined in accordance with regulations, be
self-administered) furnished as an incident to a physician's
professional service, of kinds which are commonly furnished
in physicians' offices and are commonly either rendered without
charge or included in the physicans' bills, and hosital services
(including drugs and biologicals which cannot, as determined in
accordance with regulations, be self-administered) incident to
physicians' services rendered to outpatients;



"(3) diagnostic X-ray tests, diagnostic laboratory tests, and
other diagnostic tests;

"(4) X-ray, radium, and radioactive isotope therapy, including
materials and services of technicians;

"(5) surgical dressings, and splints, casts, and other devices
used for reduction of fractures and dislocations;

"(6) rental of durable medical equipment, including iron
lungs, oxygen tents, hospital beds, and wheelchairs used in the
patient's home (including an institution used as his home);

"(7) ambulance service where the use of other methods of
transportation is contraindicated by the individual's condition,
but only to the extent provided in regulations;

"(8) prosthetic devices (other than dental) which replace
all or part of an internal body organ, including replacement of
such devices; and

"(9) leg, arm, back, and neck braces, and artificial legs, arms,
and eyes, including replacements if required because of a change
in the patient's physical condition.

No diagnostic tests performed in any laboratory which is independent
of a physician's office or a hospital shall be included within paragraph
(3) unless such laboratory-

"(10) if situated in any State in which State or applicable local
law provides for licensing of establishments of this nature, (A)
is licensed pursuant to such law, or (B) is approved, by the
agency of such State or locality responsible for licensing estab-
lishments of this nature, as meeting the standards established for
such licensing; and

"(11) meets such other conditions relating to the health and
safety of individuals with respect to whom such tests are per-
formed as the Secretary may find necessary.

"Drugs and Biologicals

"(t) The term 'drugs' and the term 'biologicals', except for pur-
poses of subsection (i) (5) of this section, include only such drugs
and biologicals, respectively, as are included (or approved for inclu-
sion) in the United States Pharmacopoeia, the National Formulary,
or the United States Homeopathic Pharmacopoeia, or in New Drugs
or Accepted Dental Remedies (except for any drugs and biologicals
unfavorably evaluated therein), or as are approved by the pharmacy
and drug therapeutics committee (or equivalent committee) of the
medical staff of the hospital furnishing such drugs and biologicals for
use in such hospital. "Provider of Services

"(u) The term 'provider of services' means a hospital, extended
care facility, or home health agency.

"Reasonable Cost

"(v) (1) The reasonable cost of any services shall be determined
in accordance with regulations establishing the method or methods to
be used, and the items to be included, in determining such costs for
various types or classes of institutions, agencies, and services; except
that in any case to which paragraph (2) or (3) applies, the amount of
the payment determined under such paragraph with respect to the
services involved shall be considered the reasonable cost of such serv-
ices. In prescribing the regulations referred to in the preceding

(3) diagnostic x-ray, diagnostic labora-
tory, and other diagnostic tests;

(4) x-ray, radium, and radioactive isotope
therapy, including materials and
services of technicians;

(5) surgical dressings and devices for
reduction of fractures and dislocationa;

(6) rental of durable medical equipment
used in patient's residence;

() ambulance service, to extent provided
in regulations;

(8) prosthetic devices (other than dental)
which replace all or part of internal
body organ; and

(9) limb, back, and neck braces and artifi-
cial limbs and eyes.

No diagnostic tests performed in laboratory
independent of physician's office covered
unless laboratory meets State standards and
meets other necessary conditions relating
to health and safety of individuals.

Defines "drugs" and "biologicals" (except
for purposes of exclusion of drugs and
biologicals under 'home health services) as
those included in the U.S. Pharmacopoeia,
National Formulary, U.S. Homeopathic Phar-
macopoeia, New Drugs or Accepted Dental
Remedies (except for those unfavorably
evaluated therein), or approved for use in
hospital by pharmacy and drug therapeutics
or equivalent staff committee of hospital.

Defines "provider of services" as hospital,
extended care facility or home health agency.

Defines "reasonable cost" of services.
Requires detailed spelling out of deter-
mination method in regulations. Reimburse-
ment principles developed by national
organizations or established prepayment
organizations must be considered.



Regulations may provide for determination
of costs on per diem, per unit, per capita
or other basis, may provide for using
different methods in different circumstances,
for use of estimates of costs of parti-
cular items or services, and may provide
for use of charges or percentage of charges.
where this method reasonably reflects costs.

Regulations must take into account direct
and indirect costs so that costs with
respect to covered individuals will not
be borne by noncovered individuals and
costs with respect to noncovered individ-
uals will not be.borne by insurance programs
and provide for making retroactive corrective
adjustments where reimbuisement inadequate or
excessive.

If patient receives services in a accomo-
dations more expensive than semi-private,
payments limited to cost of semi-private
accomodations unless more expensive accomo-
dations medically necessary.

If patient receives items and services
more expensive than those for which payment
can be made, Secretary will pay no more
than reasonable cost of services that can
be paid for.

If patient does not request but is placed
in ward accomodations for a reason not
consistent with program's purpose, payment
will equal cost of semi-private services
minus difference between customary charges
for semi-private and ward accomodations.

Defines "semi-private accomodations" as
two-bed, three-bed, or four-bed accomodations.

sentence, the Secretary shall consider, among other things, the prin-
ciples generally applied b national organizations or established pre-
payment organizations (which have developed such principles) in com-
puting the amount of payment, to be made by persons other than the
recipients of services, to providers of services on account of service,
furnished to such recipients by such providers. Such regulations may
provide for determination of the costs of services on a per diem, per
unit, per capita, or other basis, may provide for using different meth-
ods in different circumstances, may provide for the use of estimates
of costs of particular items or services, and may provide for the use
of charges or a percentage of charges where this method reasonably
reflects the costs. Such regulations shall (A) take into account both
direct and indirect costs of providers of services in order that, under
the methods of determining costs, the costs with respect to individuals
covered by the insurance programs established by this title will not be
borne by individuals not so covered, and the costs with respect to
individuals not so covered will not be borne by such insurance pro-
grams, and (B) provide for the making of suitable retroactive cor-
rective adjustments where, for a provider of services for any fiscal
period, the aggregate reimbursement produced by the inethods of
determining costs proves to be either inadequate or excessive.

"(2) (A) If the bed and board furnished as part of inpatient
hospital services (including inpatient tuberculosis hospital services
and inpatient psychiatric hospital services) or post-hospital extended
care services is in accommodations more expensive than semi-private
accommodations, the amount taken into account for purposes of pay-
ment under this title with respect to such services may not exceed
an amount equal to the reasonable cost of such services if furnished
in such semi-private accommodations unless the more expensive ac-
commodations were required for medical reasons.

"(B) Where a provider of services which has an agreement in effect
under this title furnishes to an individual items or services which are
in excess of or more expensive than the items or services with respect
to which payment may be made under part, A or part B, as the case may
be, the Secretary shall take into account for purposes of payment to
such provider of services only the equivalent of the reasonable cost
of the items or services with respect to which such payment may be
made.

"(3) If the bed and board furnished as part of inpatient hospital
services (including inpatient tuberculosis hospital services and inpa-
tient psychiatric hospital services) or post-hospital extended care
services is in accommodations other than, but not more expensive than,
semi-private accommodations and the use of such other accommoda-
tions rather than semi-private accommodations was neither at the
i-equest of the patient nor for a reason which the Secretary determines
is consistent with the purposes of this title, the amount of the payment
with respect to such bed and board under part A shall be the reasonable
cost of such bed and board furnished in semi-private accommodations
(determined pursuant to paragraph (1)) minus the difference between
the charge customarily made by the hospital or extended care facility
for bed and board in semi-private accommodations and the charge
customarily made by it for bed and board in the accommodations
furnished.

"(4) For purposes of this subsection, the term 'semi-private accom-
modations' means two-bed, three-bed, or four-bed accommodations.



"Arrangements for Certain Services

"(w) The term 'arrangements' is limited to arrangements under
which receipt of payment by the hospital extended care facility, or
home health agency (whether in its own right or as agent), with respect
to services for which an individual is entitled to have payment made
under this title, dischares the liability of such individual or any
other person to pay for the services.

"State and United States

"(x) The terms 'State' and 'United States' have the meaning given
them by subsections (h) and (i), respectively, of section 210.

"Post-Hospital Extended Care in Christian Science Extended Care
Facilities

"(y) (1) The term 'extended care facility' also includes a Christian
Science sanatorium operated or listed and certified, by the First
Church of Christ, Scientist, Boston, Massachusetts, but only (except
for purposes of subsection (a) (2)) with respect to items and services
ordinarily furnished by such an institution to inpatients, and payment
may be made with respect to services provided by or in such an insti-
tution only to such extent and under such conditions, limitations, and
requirements (in addition to or in lieu of the conditions, limitations,
and requirements otherwise applicable) as may be provided in regula-
tions.

"(2) Notwithstanding any other provision of this title, payment
under part A may not be made for services furnished an individual
in an extended care facility to which paragra (1) applies unless
such individual elects, in accordance with reg lations, for a spell of
illness to have such services treated as post-hospital extended care
services for purposes of such part; and payment under part A may not
be made for post-hospital extended care services-

"(A) furnished an individual during such spell of illness in an
extended care facility to which paragraph (1) applies after-

"(i) such services have been furnished to him in such a
facility for 30 days during such spell, or

"(ii) such services have been furnished to him during such
spell in an extended care facility to which such paragraph
does not apply; or

"(B) furnished an individual during such spell of illness in an
extended care facility to which paragraph (1) does not. apply after
such services have been furnished to him during such spel in an
extended care facility to which such paragraph applies.

"(3) The amount payable under part A for post-hospital extended
care services furnished an individual during any spell of illness in an
extended care facility to which paragraph (1) apphes shall be reduced
by a coinsurance amount equal to one-eighth of the inpatient hospital
deductible for each day before the 31st day on which he is furnished
such services in such a facility during such spell (and the reduction
under this paragraph shall be in lieu of any reduction under section
1813(a) (4)).

"(4) For purposes of subsection (i), the determination of whether
services furnished by or in an institution described in paragraph (1)
constitute post-hospital extended care services shall be made in accord-
ance with and subject to such conditions, limitations, and requirements
as may be provided in regulations.

Defines "arrangements" as those under
which receipt of payment by provider of
services for covered services discharges
liability of patient or any other person
to pay for services.

The terms "State" and "United States" mean
50 States, District of Columbia, Puerto
Rico, Virgin Islands, Guam, and American
Samoa.

Definition of "extended care facility" also
includes Christian Science sanatorium
operated, or listed and certified, by
Christian Scientist Church but only with
respect tol items and services ordinarily
furnished inpatiento by such institution to
and only as provided by regulations.

Payment for extended care services may not
be made for services furnished in Christian
Science sanatorium unless individual elects
to have such payment made in spell of ill-
ness. and he has not been furnished services
in extended care facility not a Christian
Science sanatorium. Such services are
covered for not pver 30 days in spell of
illness. No payment made for services
furnished in extended care facility which
is not a Christian Science sanatorium after
extended care services have been furnished
in extended care facility which is Christian
Science sanatorium.

Payment for each day of post-hospital
extended care in Christian Science extended
care facilities during spell of illness
reduced by coinsurance amount equal to one-
eighth of inpatient hospital deductible
($5 until 1/1/68).

Determination of whether services furnished
by Christian Science extended care facility
constitute post-hospital extended care serv-
ices made under conditions specified in regu-
lations.



"EXCLUSIONS FROM COVERAGE

No payment made under part A or part B for "SEC. 1862. (a) Notwithstanding any other provision of this title, no
any of following services: payment may be made under part A or part B for any expenses

(1) which are not reasonable and incurred for items or services
necessary for diagnosis or treat- "(1) which are not reasonable and necessary for the diagnosis
ment;

(2) for which individual has no legal or treatment of illness or injury or to improve the functioning of
obligation to pay and which no a malformed body member;
other person (because of member- "(2) for which the individual furnished such items or services
ship in prepayment plan or other- has no legal obligation to pay, and which no other person (by
wise) has legal obligation to provide reason of such individual's membership in a prepayment plan or
or pay for; otherwise) has a legal obligation to provide or pay for;

(3) which are paid for by governmental "(3) which are paid for directly or indirectly by a govern-
entity (except items and services mental entity (other than under this Act and other than under

Insurance plans for employees ith a health benefits or insurance plan established for employees of

other exemptions made by Secretary); such an entity), except in such cases as the Secretary may specify;
(4) which are not provided within U.S. "(4) which are not provided within the United States (except

(except for certain emergency serv- for emergency inpatient hospital services furnished outside the
ices--see page 12); United States under the conditions described in section 1814 (f ));

(5) which are required as result of act "(5) which are required as a result of war, or of an act of war,
of war occurring after effective date occurring after the effective date of such individual's current
of coverage; coverage under such part;

(6) personal comfort items; "(6) which constitute personal comfort items;

or hearing aids or examinations therefore, "(7) where such expenses are for routine physical checkups,
or immunizations; eyeglasses or eye examinations for the purpose of prescribing,

(8) orthopedic shoes and other supportive fitting, or changing eyeglasses, hearing aids or examinations there-
devices for the fees; for, or immunizations;

(9) custodial care; "(8) where such expenses are for orthopedic shoes or other
(10) services for or in connection with supportive devices for the feet;

cosmetic surgery (except for prompt "(9) where such expenses are for custodial care;
repair of accidental iniury; "(10) where such expenses are for cosmetic surgery or are

by immediate relatives or members incurred in connection therewith, except as required for the

of household of patient; or prompt repair of accidental injury or for improvement of the

(12) where expenses are in connection functioning of a malformed body member;
with usual tooth care. "(11) where such expenses constitute charges imposed by

immediate relatives of such individual or members of his house-
hold; or

" (12) where such expenses are for services in connection with
the care, treatment, filling, removal, or replacement of teeth or
structures directly supporting teeth.

No payment for any item to the extent that (b) Payment under this title may not be made with respect to any
payment has been, or can be expected to be item or service to the extent that payment has been made, or can
made, under workmen's compensation. reasonably be expected to be made (as determined in accordance with

regulations), with respect to such item or service, under a workmen's
compensation law or plan of the United States or a State. Any ayment under this title with respect to any item or service shal be

Secretary required to consult with I[B conditioned on reimbursement to the appropriate Trust Fund estab-
Advisory Council, State agencies, and lished by this title when notice or other information is received that
national listing or accrediting bodies payment for such item or service has been made under such a law
and may consult with appropriate local or plan.
agencies in prescribing such conditions for
participation as may be necessary for health 'CNSUTATION WITH STATE AGENCIES AND OTHER ORGANIZATIONS TO
and safety. Conditions may be varied for
different areas or classes of institutions, DEVELOP CONDITIONS OF PARTICIPATION FOR PROVIDERS OF SERVICES
and may be set higher for a State at its
request (except that where State imposes of conditIn o artiipatnsbyuncroidersrofasrvicesduer sub-
higher conditions for participation in

its medical assistance programs, Secretary sections (e) (8), (f) (4), (g) (4), (j (10), and (o) (5) of section 1861,
must impose like conditions for payment of the Secretary shall consult with the Health Insurance Benefits Advis-
services under health insurance programs). ory Council established by section 1867, appropriate State agencies,



and recognized national listing or accrediting bodies, and may consult
with appropriate local agencies. Such conditions prescribed under
any of such subsections may be varied for different areas or different
classes of institutions or agencies and may, at the request of a State,
provide higher requirements for such State than for other States;
except that, in the case of any State or political subdivision of a State
which imposes higher requirements on institutions as a condition to the
purchase of services (or of certain specified services) in such institu-
tions under a State plan approved under title I, XVI, or XIX, the
Secretary shall impose like requirements as a condition to the payment
for services (or for the services specified by the State or subdivision)
in such institutions in such State or subdivision.

"USE OF STATE AGENCIES TO DETERMINE COMPLIANCE BY PROVIDERS OF Secretary must use able and willing State
SERVICES WITH CONDITIONS OF PARTICIPATION agencies or appropriate local agencies for

purposes of determining whether institution
"SEc. 1864. (a) The Secretary shall make an agreement with any or agency is provider of services or

State which is able and willing to do so under which the services of whether independent laboratory meets the
the State health agency or other appropriate State agency (or the requirements. He may accept findings of
appropriate local agencies) will be utilized by him for the purpose State agencies as to eligibility of pro-
of determining whether an institution therein is a hospital or extended viders to participate.
care facility, or whether an agency therein is a home health agency,
or whether a laboratory meets the requirements of paragraphs (10)
and (11) of section 1861(s). To the extent that the Secretary finds
it appropriate, an institution or agency which such a State (or local)
agency certifies is a hospital, extended care facility, or home health
agency (as those terms are defined in section 1861) may be treated
as such by the Secretary. The Secretary may also, pursuant to
agreement, utilize the services of State health agencies and other
appropriate State agencies (and the appropriate local agencies) to
do any one or more of the following: (1) to provide consultative serv- secretary may use State and local agencies
ices to institutions or agencies to assist them (A) to establish and (1) to provide consultative services to
maintain fiscal records necessary for purposes of this title, or other- providers to assist then (A) to keep fiscal
wise to qualify as hospitals, extended care facilities, or home health rcords and to qualify for participation;
agencies, or (B) to provide information which may be necessary to (B) provide information necessary to deter-
permit determination under this title as to whether payments are mine whether payments are due and amounts
due and the amounts thereof, and (2) to provide consultative serv-Ze ad te aouns teref, nd 2) t prvid cosulatie srv-services to assist in applying utilization
ices to institutions, agencies, or organizations to assist in the establish- review procedures.
ment of utilization review procedures meeting the requirements of
section 1861(k) and in evaluating their effectiveness.

"(b) The Secretary shall pay any such State, in advance or by way States reimbursed for costs of activities
of reimbursement, as may be provided in the agreement with it (and performed and for fair share of State's
may make adjustments in such payments on account of overpayments costs of coordination of State's programs
or underpayments previously made), for the reasonable cost of per- with program provided for under part A.
forming the functions specified in subsection (a), and for the Federal
Hospital Insurance Trust Fund's fair share of the costs attributable
to the planning and other efforts directed toward coordination of activ-
ities in carrying out its agreement and other activities related to the
provision of services similar to those for which payment may be made
under part A, or related to the facilities and personnel required for
the provision of such services, or related to improving the quality of Except for provision above related to
such services. State use of or request for provision of

"EFFECT OF ACCREDITATION higher requirements, a hospital accredited
by Joint Cozmmission deemed to meet all

"SEc. 1865. Except as provided in the second sentence of section conditions of participation save utilization
1863, an institution shall be deemed to meet the requirements of the review. If Cission requires utilization1868, anreview plan (or equivalent requirement) for
numbered paragraphs of section 1861(e) (except paragraph (6) accreditation, Secretary may find that
thereof) if such institution is accredited as a hospital by the Joint accredited hospitals also meet utiliz~tion
Commission on Accreditation of Hospitals. If such Commission, as review requirement.



Soretary my accept findings of American
OsteoSathic Association or other national
acorediting body other than Joint
Cnnission as to meeting of conditions
of participation.

Provider qualified to participate ad
eligible for payment if it files agreement
vith Secretary not to charge for covered
services and to make provision for
refund of erroneous charges.

Provider my charge individual for amount
of deductibles and coinsurance.

Provider may charge an individual for extra
services furaished at individual's request.

Provider my charge for first 3 pints of
vhole blood furnished during spell of
illnesa charge may not be made for cost at
administration of blood and no charge can
be made if blood is replaced.

a condition for accreditation of a hospital, requires a utilization review
plan or imposes another requirement which serves substantially the
same purpose the Secretary is authorized to find that all institutions
so accredited by the Commission comply also with section 1861(e) (6).
In addition, if the Secretary finds that accreditation of an institution
or agency by the American Osteopathic Association or any other
national accreditation body provides reasonable assurance tiat any
or all of the conditions of section 1861 (e), (j), or (o), as the case may
be, are met, he may, to the extent he deems it appropriate, treat such
institution or agency as meeting the condition or conditions with
respect to which he made such finding.

cAGREEMENTS WITH PROVIDERS OF SERVICES

"SEC. 1866. (a) (1) Any provider of services shall be qualified to
participate under this title and shall be eligible for payments under
this title if it files with the Secretary an agreement-

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

"(B) to make adequate provision for return (or other disposi-
tion, in accordance with regulations) of any moneys incorrectly
collected from such individual or other person.

"(2) (A) A provider of services may charge such individual or other
person (i) the amount of any deduction or coinsurance amount imposed
pursuant to section 1813 (a) (1), (a) (2), or (a) (4), section 1833 (b), or
section 1861(y) (3) with respect to such items and services (not in
excess of the amount customarily charged for such items and services
by such rovider), and (ii) an amount equal to 20 per centum of the
reasonable charges for such items and services (not m excess of 20 per
centum of the amount customarily charged for such items and services
by such provider) for which payment is made under part B or, in the
case of outpatient hospital diagnostic services, for which payment is
made under part A. In the case of items and services described in
section 1833(c), clause (ii) of the preceding sentence shall be applied
by substituting for 20 percent the proportion which is appropriate
under such section.

"(B) Where a provider of services has furnished, at the request of
such individual, items or services which are in excess of or more
expensive than the items or services with respect to which payment
may be made under this title, such provider of services may also charge
such individual or other person for such more expensive items or
services to the extent that the amount customarily charged by it for
the items or services furnished at such request exceeds the amount
customarily charged by it for the items or services with respect to
which payment may be made under this title.

"(C) A provider of services may also charge any such individual
for any whole blood furnished him with respect to which a deductible
is imposed under section 1813(a) (3), except that (i) any excess of
such charge over the cost to such provider for the blood shall be
deducted from any payment to such provider under this title, (ii)
no such charge may be imposed for the cost of administration of such



blood, and (iii) such charge may not be made to the extent such
blood has been replaced on behalf of such individual or arrangements
have been made for its replacement on his behalf.

"(b) An agreement with the Secretary under this section may be
terminated-

"(1) by the provider of services at such time and upon such
notice to the Secretary and the public as may be provided in
regulations, except that notice of more than 6 months shall not
be required, or

"(2) by the Secretary at such time and upon such reasonable
notice to the provider of services and the public as may be speci-
fled in regulations, but only after the Secretary has determined
(A) that such provider of services is not complying substantially
with the provisions of such agreement, or with the provisions of
this title and regulations thereunder, or (B) that such provider
of services no longer substantially meets the applicable provisions
of section 1861, or (C) that such provider of services has failed
to provide such information as the Secretary finds necessary to
determine whether payments are or were due under this title and
the amounts thereof, or has refused to permit such examination of
its fiscal and other records by or on behalf of the Secretary as may
be necessary to verify such information.

Any termination shall be applicable-
"(3) in the case of inpatient hospital services (including

inpatient tuberculosis hospital services and inpatient psychiatric
hospital services) or post-hospital extended care services, with
respect to such services furnished to any individual who is admit-
ted to the hospital or extended care facility furnishing such
services on or after the effective date of such termination,

"(4) (A) with respect to home health services furnished to an
individual under a plan therefor established on or after the effec-
tive date of such termination, or (B) if a plan is established before
such effective date with respect to such services furnished to such
individual after the calendar year in which such termination is
effective, and

"(5) with respect to any other items and services furnished
on or after the effective date of such termination.

"(c) Where an agreement filed under this title by a provider of
services has been terminated by the Secretary, such provider may not
file another agreement under this title unless the Secretary finds that
the reason for the termination has been removed and that there is
reasonable assurance that it will not recur.

" (d) If the Secretary finds that there is a substantial failure to make
timely review in accordance with section 1861(k) of long-stay cases in
a hospital or extended care facility, he may, in lieu of terminating his
agreement with such hospital or facility, decide that, with respect to
any individual admitted to such hospital or facility after a subsequent
date specified by him, no payment shall be made under this title for
inpatient hospital services (including inpatient tuberculosis hospital
services and inpatient psychiatric hospital services) after the 20th day
of a continuous period of such services or for post-hospital extended
care services after such day of a continuous period of such care as is
prescribed in or pursuant to regulations, as the case may be. Such
decision may be made effective only after such notice to the hospital,
or (in the case of an extended care facility) to the facility and the
hospital or hospitals with which it has a transfer agreement, and to
the public, as may be prescribed by regulations, and its effectiveness

Agreemnt my be terminated by provider, time
and notice to be prescribed by regulation.
Secretary my require agreement to remain in
effect for vp to 6 months after provider
notice. Secretary my terminate only if
provider (a) not cauplying with agreement
or law, (b) no longer eligible to participate,
or (a) fails to provide data to determine
amount of payment dues, or refuse@ sooess to
records for verification.

Termination of agreement with provider
effective with reaect to (1) inpatient
hospital services (including TB and
psychiatric hospital services) and post-
hospital extended care services furnished
to individual admitted on or after
effective date of termination, (2) ham
health services furnished under a plan
established on or after effective date
of termination or, if plan established
before the effective date, services
furnished after calendar year in which
termination effective, (3) aw other items
or services furnished on or after effective
date of termination.

If Searetary terminates agreement, provider
may not file new agreement unless Secretary
finds reason for termination is removed and
there is assurance it will not recur.

If Secretary finds timely reviews of long.
stay cases not being made by hospital or
extended care facility, Secretary may, in
lieu of terminating agreement, deny payment
for services furnished after 21st day of
continuous inpatient hospital care or after
stays of a prescribed length in extended
care facility. Such decision my be made
only after notice to provider and public
and must be rescinded when reviews are
being nade and there is assurance reviews
will continue to be made.



Creates Health Insurance Benefits Advisory
Council of 16 persons not othervise in
employ of U.S., to be appointed by Secretary.

The Council includes people who are out.
standing in fields related to hospital,
medical, and other health activities, and
at least one person representative of
general public. Members serve 4 -year
terms and my not serve for more than two
consecutive terms.

Members receive capensation at rates fixed
by Secretary (not exceeding $100 a day).

Council meets as frequently as Secretary
finds necessary; he must call a meeting upon
request of 4 members.

Creates National Medical Review Committee of
9 persons not otherwise- in employ of U.S.,
to be appointed by Secretary. Members to
be selected from among individuals repre-
sentative of organizations and associations
and other experts in field of medicine or
related fields; at least 1 member represents
general public, and at least majority of
members to be physicians. Members serve
3-7ear term and my not serve continuously
for more than two terms.

shall terminate when the Secretary finds that the reason therefor has
been removed and that there is reasonable assurance that it will not
recur. The Secretary shall not make any such decision except after
reasonable notice and opportunity for hearing to the institution or
agency affected thereby.

;HEALTH INS1tANCE BENEFITS ADVISORY COUNCIL

"SEC. 1867. For the purpose of advising the Secretary on matters of
general policy in the administration of this title and in the formulation
of regulations under this title, there is hereby created a Health Insur-
ance Benefits Advisory Council which shall consist of 16 persons, not
otherwise in the employ of the United States, appointed by the Sec-
retary without regard to the civil service laws. The Secretary shall
from time to time appoint one of the members to serve as Chairman.
The members shall include persons who are outstanding in fields related
to hospital, medical, and other health activities, and at least one person
who is representative of the general public. Each member shall hold
office for a term of 4 years, except that any member appointed to fill
a vacancy occurring prior to the expiration of the term for which his
predecessor was appointed shall be appointed for the remainder of
such term, and except that the terms of office of the members first
taking office shall expire, as designated by the Secretary at the time
of appointment, four at the end of the first year, four at the end of
the second year, four at the end of the third year, and four at the end
of the fourth year after the date of appointment. A member shall not
be eligible to serve continuously for more than 2 terms. The Secretary
may, at the request of the Council or otherwise, appoint such special
advisory professional or technical committees as may be useful in carry-
ing out this title. Members of the Advisory Council and members of
any such advisory or technical committee, while attending meetings
or conferences thereof or otherwise serving on business of the Advisory
Council or of such committee, shall be entitled to receive compensation
at rates fixed by the Secretary, but not exceeding $100 per day, includ-
ing travel time, and while so serving away from their homes or regular
places of business they may be allowed travel expenses, including per
diem in lieu of subsistence, as authorized by section 5 of the Adminis-
trative Expenses Act of 1946 (5 U.S.C. 73b-2) for persons in the
Government service employed intermittently. The Advisory Council
shall meet as frequently as the Secretary deems necessary. Upon
request of 4 or more members, it shall be the duty of the Secretary to
call a meeting of the Advisory Council.

"'NATIONAL MEDICAL REVIEW COMMITPEE

"SEc. 1868. (a) There is hereby created a National Medical Review
Committee (hereinafter in this section referred to as the 'Committee')
which shall consist of nine persons, not otherwise in the employ of the
United States, appointed by the Secretary without regard to the civil
service laws. The Secretary shall from time to time appoint one of
the members to serve as chairman. The members shall be selected
from among individuals who are representative of organizations and
associations of professional personnel in the field of medicine and other
individuals who are outstanding in the field of medicine or in related
fields; except that at least one member shall be representative of the
general public, and at least a majority of the members shall be physi-
cians. Each member shall hold office for a term of three years, except



that any member appointed to fill a vacancy occurring prior to the
expiration of the term for which his predecessor was appointed shall
be appo inted for the remainder of suchtermandexceptthatthe terms
of o of the members first taking ofice shall expire, as designated by
the Secretary at the time of appointment, three at the end of the first
year three at the end of the second year, and three at the end of the
third year after the date of appointment. A member shall not be
eligible to serve continuously for more than two terms.

'(b) Members of the Committee, while attending meetings or con-
ferences thereof or otherwise serving on business of the Committee,
shall be entitled to receive compensation at rates fixed by the Secretary,
but not exceeding $100 per day, including travel time, and while so
serving away from their homes or regular places of business they
may be allowed travel expenses, including per diem in lieu of sub-
sistence, as authorized by section 5 of the Administrtive Expenses Act
of 1946 (5 U.S.C. 73b-2) for persons in the Government service
employed intermittently.

"(c) It shall be the function of the Committee to study the utiliza-
tion of hospital and other medical care and services for which
payment may be made under this title with a view to recommending
any changes which may seem desirable in the way in which such care
and services are utilized or in the administration of the programs
established by this title, or in the provisions of this title. The Com-
mittee shall make an annual report to the Secretary of the results of
its study, including any recommendations it may have with respect
thereto, and such report shall be transmitted promptly by the Secre-
ta 7 to the Congress.

"(d) The Committee is authorized to engage such technical assist-
ance as may be required to carry out its functions, and the Secretary
shall, in addition, make available to the Committee such secretarial,
clerical, and other assistance and such pertinent data obtained and
prepared by the Department of Health, Education, and Welfare as
the Committee may require to carry out its functions.

"rDERMINATIONS; APPEALS

"SEc. 1869. (a) The determination of whether an individual is en-
titled to benefits under part A or part B, and the determination of the
amount of benefits under part A, shall be made by the Secretary in
accordance with regulations prescribed by him.

"(b) Any individual dissatisfied with any determination under
subsection (a) as to entitlement under part A or part B, or as to
amount of benefits under part A where the matter in controversy is
$100 or more, shall be entitled to a hearing thereon by the Secretary
to the same extent as is provided in section 205 (b), and, in the case of a
determination as to entitlement or as to amount of benefits where the
amount in controversy is $1,000 or more, to judicial review of the
Secretary's final decision after such hearing as is provided in section
205(g).

"(c) Any institution or agency dissatisfied with any determination
by the Secretary that it is not a provider of services, or with any
determination described in section 1866(b) (2), shall be entitled to a
hearing thereon by the Secretary (after reasonable notice and oppor-
tunity for hearing) to the same extent as is provided in section 205(b),
and to judicial review of the Secretary's final decision after such
hearing as is provided in section 205(g).

Members receive compensation at rates fixed
by Secretary (not exceeding $100 a day).

Cammittee's function to study utilization
of hospital and other medical care and
services and to recomend desirable changes
in utilization, or in administration of
program, or in provisions of law. Com-
mittee required to make annual report of
its study and recomendations.

Conmittee authorized to engage technical
assistance. Secretary to make available
needed assistance and data.

Determinations of entitlement to benefits
under part A and part B, and benefit amounts
under part A made by Secretary in accordance
with regulations.

Any individual dissatisfied with determina-
tion as to entitlement under part A or part
B or as to amount under part A is entitled
to the same hearings procedure (if amount
in issue is $100 or more) and the same
appeal and judicial revieiw (if amount in
issue is $1,000 or more) as is applicable
for cash social security benefits.

Any institution or agency dissatisfied with
determination by Secretary that it is not
provider of services, or with determination
terminating an agreement is entitled to
hearing and appeal and to judicial review.



Payment to provider for services furnished
individual considered payment to individual.

Where overpayment is made to provider and
cannot be recouped from provider, or pay-
ment is made for individual not entitled
to benefits because of limits on durations,
subsequent cash OASI benefits or railroad
retirement benefits payable to individual
(or, if such individual dies benefits to
others based on his earnings reduced in
accordance with regulations prescribed by
Secretary (after consultation with Railroad
Retirement Board).

No reduction in cash benefits to be made
in any case in which individual is without
fault, or reduction would defeat purposes
of social security or would be against
equity and good.conscience.

Certifying or disbursing officer not
liable for overpayments where recovery
of such payments is waived or where
recovery not completed prior to death
of all persons against whose benefits
recovery authorized.

Secretary will prescribe regulations
necessary to carry out administration of
programs under title XVIII. Defines
"regulations" as regulations prescribed

by Secretary of HEW unless context
otherwise requires.

"OVERFAYMENTS ON BEHALF OF INDIVIDUAIS

"Snc. 1870. (a) Any payment under this title to an7 provider of
services or other person with respect to any items or services furnished
a n individual shall be regarded as a payment to such individual.

'(b) Where-
"(1) more than the correct amount is paid under this title to a

provider of services or other person for items or services fur-
nished an individual and the Secretary determines that, within
such period as he may specify, the excess over the correct amount
cannot be recouped from such provider of services or other per-
son, or

"(2) any payment has been made under section 1814(e) to a
provider of services or other person for items or services fur-
nished an individual,

proper adjustments shall be made, under regulations prescribed (after
consultation with the Railroad Retirement Board) by the Secretary,
by decreasing subsequent payments-

"(3) to which such individual is entitled under title II of this
Act or under the Railroad Retirement Act of 1937, as the case
may be, or

"(4) if such individual dies before such adjustment has been
completed, to which any other individual is entitled under title
II of this Act or under the Railroad Retirement Act of 1937, as
the case may be, with respect to the wages and self-employment
income or the compensation constituting the basis of the benefits
of such deceased individual under title II of such Act.

As soon as practicable after any adjustment under paragraph (3) or
(4) is determined to be necessary, the Secretary, for purposes of this
section, section 1817(g), and section 1841(f), shall certify (to the
Railroad Retirement Board if the adjustment is to be made by decreas-
ing subsequent payments under the Railroad Retirement Act of 1937)
the amount of the overpayment as to which the adjustment is to be
made.

"(c) There shall be no adjustment as provided in subsection (b)
(nor shall there be recovery) in any case where the incorrect payment
has been made (including payments under section 1814(e)) with
respect to an individual who is without fault and where such adjust-
ment (or recovery) would defeat the purposes of title II or would be
against equity and good conscience.

"(d) No certifying or disbursing officer shall be held liable for any
amount certified or paid by him to any provider of services or other
person where the adjustment or recovery of such amount is waived
under subsection (c) or where adjustment under subsection (b) is not
completed prior to the death of all persons against whose benefits such
adjustment is authorized.

"REGULATIONS

"SEc. 1871. The Secretary shall prescribe such regulations as may
be necessary to carry out the administration of the insurance programs
under this title. When used in this title, the term 'regulations' means,
unless the context otherwise requires, regulations prescribed by the
Secretary.



"ArPLIoATIoN OF CERrAIN PROVISIONS OF TITLE II

"SEc. 1872. The provisions of sections 206, 208, and 216(j), and
of subsections (a), (d) (e), (f), (h), (i), (j), (k), and (1) of sec-
tion 205, shall also apy with respect to this title to the same extent
as they are applicable with respect to title IL.

"IEIGNATION OF ORGANIZATION OR PUBLICATION BY NAME

"Sac. 1873. Designation in this title, by name, of any nongovern-
mental organization or publication shall not be affected by change
of name of such organization or publication, and shall apply to any
successor organization or publication which the Secretary finds serves
the purpose for which such designation is made.

"ADMINISTRATION

"SEc. 1874. (a) Except as otherwise provided in this title, the
insurance programs established by this title shall be administered
by the Secretary. The Secretary may perform any of his functions
under this title directly, or by contract providing for payment in
advance or by way of reimbursement, and in such installments, as
the Secretary may deem necessary.

"(b) The Secretary may contract with any person, agency, or
institution to secure on a reimbursable basis such special data, actuarial
information, and other information as may be necessary in the carry-
ing out of his functions under this title.

"STUDIES AND RECOMMENDATIONS

"Sc. 1875. (a) The Secretary shall carry on studies and develop
recommendations to be submitted from time to time to the Congress
relating to health care of the aged, including studies and recommenda-
tions concerning (1) the adequacy of existing personnel and facilities
for health care for purposes of the programs under parts A and B:
(2) methods for encouraging the further development of efficient and
economical forms of health care which are a constructive alternative
to inpatient hospital care; and (3) the effects of the deductibles and
coinsurance provisions upon beneficiaries, persons who provide health
services, and the financing of the program.

"(b) The Secretary shall make a continuing study of the operation
and administration of the insurance programs under parts A and B,
and1 shall transmit to the Congress annually a report concerning the
Operation of such programs."

(b) If-
(1) an individual was eligible to enroll under section 1837(c)

of the Social Security Act. before April 1, 1966, but failed to enroll
before such date, and

(2) it is shown to the satisfaction pf the Secretary of Health,
Education, and Welfare that there was good cause for such failure
to enroll before April 1, 1966,

such individual may enroll pursuant to this subsection at any time
before October 1, 1966. The determination of what constitutes good
cause for purposes of the preceding sentence shall be made in accord-
ance with regulations of the Secretary. In the case of any individual
who enrolls pursuant to this subsection, the coverage period (within
the meaning of section 1838 of the Social Security Act) shall begin on
the first. (lay of the 6th month after the month in which lie so enrolls.

Provisions of Social Security Act relating
to Secretary's recognition of representa-
tives of claimants and relating to penalties
and procedures also apply to the health
insurance programs.

Designation in Act of a nongovernmental
organization or publication by name will
not be affected by change of name if Secre-
tary finds successor serves purpose for
which designation vas made.

Provides that, except as otherwise stated,
health insurance programs are to be adminis-
tered by Secretary, who may perform any of
his functions directly or by contract.

The Secretary may contract to secure special
data necessary in carrying out his functions.

The Secretary is to make studies and develop
recomendations relating to health care of
aged, including studies and recomendations
concerning adequacy of existing personnel
and facilities for purposes of health insur-
ance programs; methods for encouraging
further development of efficient alter-
natives to inpatient hospital care; effects
of-Aeductibles and coinsurance on benefi-
ciaries, providers of services and
financing of program,

The Secretary makes continuing study of
operations and administration of health
insurance programs and submits to Congress
annual report.

(Sec. 102b) provides if individual was eligible to
enroll under supplementary medical insurance before
April 1, 1966, but failed to do so but there
was good cause for failure to enroll, such
individual may enroll any time before
October 1, 1966. The coverage period of
individual enrolled under this provision
will begin on first day of sixth month
after month in which he enrolls.



TRANSITIONAL PROVISION ON ELIGIBILITY OF PRESENTLY UNINSURED

INDIVIDUALS FOR HOSPITAL INSURANCE BENEFITS

Anyone who-- SEC. 103. (a) Anyone who-
(1) has attained age 65 before 1968 (1) ha attained the age of 65,

(or has three quarters of coverage 2 (A) attained suc age before 1968, or (B) has not less
for each calendar year after 1965 than 3 quarters of coverage (as defined in title 11 of the Social
and before reaching age 65), Securt Act or section 5(l) of the Railroad Retirement Act of

(2) is not entitled to hospital insur- "l

ance benefits as a social security 1937), whenever acquired, for each calendar year elapsing after

orac etreefi t aana s cia ry 1965 and before the year in which he attained such age,
or i riodetirement.beneicary (3) is not, and upon filing application for monthly insurance

(3) ia a resident of U.s. and is a
citizen or an alien lawfully admitted benefits under section 202 of the Social Security Act would not
for permanent residence who has be, entitled to hospital insurance benefits under section 226 of
resided in the U.S. continuously such Act, and is not certifiable as a qualified railroad retirement
for at least 5 yeara prior to the beneficiary under section 21 ofthe Railroad Retirement Act of
month he files an application, 37 as added by 05(a) of this Act)

( and has filed an application, ill 4 d U ion
be entitled to hospital insurance 2 th the
benefit beginning with month he meet a ane
these requirements and ending with r a re ed i th Unt tat (as s
month in which he diea or, if earlier, cotnosydrnth5yesim datlpeeigtemnh
month before month in which he becomes
eligible for hospital insurance bene- n w e fles a iain ud td
fits as a ocial security or railroadi

S.103 (a AnyoneI who-

(1 ha ttie t e a of n 65, ~ g I

(d in attaned such gerreq1968,eor as ay bes retancr 3 uats o c r (s reied m tle I I ftthetSocshall (sunec befor i n which he thistsctain)e g e, or

purposes und section 22 of the Social Security Act beeuild tot

boent it t hospital insurance bene u ud sh section 202 fr eh mo

fitsas asocal scuriyorsucha Act hand fis ano apctiabl er a hi qualifie riroadh retireet

b beneficiaryi thefirseti onth n1h ofthe mra requirements a c of
th 37 subse ction 105a ing wt the oth in ict

halie(r, t mot ere the oni th a section e eemeso(oryup
Any ndivdualwho ouldhavemet receing0ilin applicatio ciflrSecurty nuAce) benefis unde sctien20 ofth

qirmetainanymonthifhebadfd uc te d eco() enil ed fit neran aplicaion efor endof tatmntheience2 or beoms rsiedinhe aaUiied Staesr(ad soreimnt

contnuoslydurng he yeas imedatey pece ith month,

(5)~ ~ ~ ~ ~ ~ ~ ~ ~ ~o hauiepnaplctoondrti etini uhm ne

Any individual who would have met preceding 22o

requirements in any month if he had filed t ne

an application before end of that month seto22orbcmscriales quifdriradeieen

will be deemed to have met requirements beneficiary. An individual who would have met the preceding require-
for that month if he files before end of ments of this subsection in any month had he filed application under
the next 12 months. No application is paragraph
valid if filed more than 3 months before
firstsuch requirements in such month if he files such applica-firat mosuanth inialtis.entitledto tion before the end of the twelfth month following such month. No

application under this section which is filed by an individual more
than 3 months before the first month in which he meets the require-
ments of paragraphs (1), (2), (3), and (4) shall be accepted as an
application for purposes of this section.

b) The provisions of subsection (a) shall not apply to any indi-
vidual who-

el) is, at the beginning of the first month in which he meets the
Protection not furnished to person who-- requirements of subsection (a), a member of any organization

(1) is member of subversive organize- r eerred to in section 210(a) (17) of the Social Security Act,
tions, (2) has, prior to the beinning of such first month, been con-

(2) has been convicted of subversive victed of any offense listedin section 202(u) of the Social Security
activities, or Act, or

(3) . ips covered under the Federal Employees (3) (A) at the beginning of such first month is hovered by an

tolt haveit met suc reqireent ins suhmnhisefieouhapia

coet oeneitsr Act6o 195, waor enrollment in a health benefits plan under the Federal Employees
lHealth Benefits Act of 1959,

(B) was so covered on February 16, 1965, or



(C) could have been so covered for such first month if he or
some other person had availed himself of opportunities to enroll
in a health benefits plan under such Act and to continue such
enrollment (but this subparagraph shall not apply unless he or
such other person was a Feeral employee at any time after
February 15, 1965).

Paragraph (3) shall not spply in the case of any individual for the
month (or any month thereafter) in which coverage under such a
health benefits plan ceases (or would have ceased if he had had such
coverage) by reason of his or some other person's separation from
Federal service, if he or such other person was not (or would not have
been) eligible to continue such coverage after such separation.

(c) There are authorized to be appropriated to the Federal H ital
Insurance Trust Fund (established by section 1817 of the Social u-
rity Act) from time to time such sums as the Secretary deems necessary
for any fiscal year, on account of-

(1) payments made or to be made during such fiscal year from
such Trust Fund under part A of title XVIII of such Act with
respect to individuals who are entitled to hospital insurance
benefits under section 226 of such Act solely by reason of this
section,

(2) the additional administrative expenses resulting or
expected to result therefrom, and

(3) any loss in interest to such Trust Fund resulting from the
payment of such amounts,

in order to place such Trust Fund in the same position at the end of
such fiscal year in which it would have been if the preceding subsec-
tions of this section had not been enacted.

SUSPENSION IN CASE OF ALIENS; PERSONS CONVICTED OF SUBVERSIVE
ACTIVITIES

SEc. 104. (a) (1) Section 202(t) of the Social Security Act is
amended by adding at the end thereof the following new paragraph:

"(9) No payments shall be made under part A of title XVIII with
respect to items or services furnished to an individual in any month
for which the prohibition in paragraph (1) against payment of bene-
fits to him is applicable (or w'ould be if he were entitled to any such
benefits)."

(2) Section 202(u) of such Act is amended by striking out "and"
before the phrase "in determining the amount of any such benefit
payable to such individual for any such month," and inserting after
such phrase "and in determining whether such individual is entitled
to insurance benefits under part A of title XVIII for any such
month,".

(b) (1) No payments shall be made under part B of title XVIII of
the Social Security Act with respect to expenses incurred by an
individual during any month for which such individual may not be
paid monthly benefits under title II of such Act (or for which such
monthly benefits would be suspended if he were otherwise entitled
thereto) by reason of section 202(t) of such Act (relating to suspen-
sion of benefits of aliens who are outside the United States).

(2) An individual who has been convicted of any offense under (A)
chapter 37 (relating to espionage and censorship), chapter 105
(relating to sabotage), or chapter 115 (relating to treason, sedition,

coulA have been covered if he or some other
person had availed himself of opportunities
to enroll in a health benefits plan and to
continue such enrollment after retirement
(but only with respect to those persons who
were Federal employees after February 15,
1965).

Exclusion of certain Federal employees not
applicable if coverage under Federal
Employees Health Benefits Act of 1959
ceases by reasou of individual's separa-
tion from Federal service and his
ineligibility to continue his coverage
after separation.

Payment of
people not
retirement
revenues.

cost of hospital insurance for
eligible under QA6SDI or railroad
systems made from Federal general

QASDI provisions suspending payment of
benefits to certain aliens outside U.S.
made applicable to hospital insurance
program.

Payments may not be made under part B with
respect to expenses incurred by an indivi-
dual during any month for which such
individual may not receive monthly social
security benefits by reason of the provisions
of the Social Security Act relating to
suspension of benefits of aliens who are
outside the U.S.



Adds new section 21 to Railroad Retirement
Act.

New section 21 of RR Act provides that
for purpose of providing hospital insurance
benefits for BR beneficiaries RR Board
certifies to Secretary of HEW, upon Secretary's
request, name of any individual who has
attained age 65 and (1) is entitled to
annuity or pension under the RR Act, or
(2) would be entitled to such annuity or

pension if he (or a spouse's husband) ceased
compensated service and applied for such
annuity, or (3) bears relationship to an
employee which would be taken into account
under "social security minimum' provision
of RR Act in annuity computation. Certifi-
cation made by Board to Secretary of HEW
shall include additional necessary informa-
tion and shall be effective on date of cer-
tification, or on such earlier date not
more than one year prior to certification
date as Board states individual first met
requirements. Board shall notify Secretary
of date when such individual no longer meets
requirements.

Provides that for purposes of new section 21
of RR Act of 1937 (and sections of the SS Act
relating to health insurance benefits for
aged) entitlement to annuity or pension
under RR Act of 1937 shall be deemed to
include entitlement under BR Act of 1935.

Amends section 3201 of the IRC (relating to
rate of tax on employees under R Act) so
that provision in RR Tax Act that automatically
increases the R employee tax rates in same
amount, and at same time, as any SS contri-
bution rate increases that go into effect
after 1964 shall apply only to increases
in OASI contribution rates. (This amendment
takes into account fact that unless certain
conditions are met hospital insurance taxes
are levied directly on railroad employes
under the Federal Insurance Contributions Act.)
See page 55.

Amends section 3211 of IRC (relating to
rate of tax on employee representatives
under R Act) eo that provision in RR Tax
Act that automatically increases BR employee
representative tax rates in same amount,
and at same time, as any SS contribution
rate increases that go into effect after 1964
shall apply only to increases in the OASDI
contribution rates. (This amendment takes
into account fact that unless certain condi-
tions are met hospital insurance taxes are
levied directly on railroad employee repre-
sentatives under Federal Insurance Contri-
butions Act). See page 55.
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and subversive activities) of title 18 of the United States Code, or (B)
section 4, 112, or 113 of the Internal Security Act of 1950, as amended,
may not enroll under part B of title XVIII of the Social Security Act.

RAILROAD RETIREMENT AMENDMENTS

SEC. 105. (a) (1) The Railroad Retirement Act of 1937 is amended
by adding after section 20 the following new section:

"HOSPITAL INSURANCE RENEFITS FOR THE AGED

"SEC. 21. For the purposes of part A of title XVIII of the Social
Security Act, in order to provide hospital insurance benefits for annui-
tants, pensioners, and certain other aged individuals, the Board shall.
upon request of the Secretary of Health, Education and Welfare,
certify to the Secretary the name of any individual whio has attained
age 65 and who (1) is entitled to an annuity or pension under this
Act, (2) would be entitled to such an annuity had he (i) ceased com-
pensated service and (in the case of a spouse) had such spouse's hus-
band or wife ceased compensated service and (ii) applied for such
annuity, or (3) bears a relationship to an employee which, by reason of
section 3(e) of this Act, has been, or would be, taken into account in
calculating the amount of an annuity of such employee or his survivors.
Such a certification shall include such additional information as may
be necessary to carry out the provisions of part A of title XVIII of
the Social Security Act, and shall become effective on the date of certi-
fication or on such earlier date not more than one year prior to the
date of certification as the Board states that such individual first met
the requirements for certification. The Board shall notify the Secre-
tary of the date on which such individual no longer meets the require-
ments of this section."

(2) For purposes of section 21 of the Railroad Retirement Act of
1937 (and sections 1840, 1843, and 1870 of the Social Security Act.),
entitlement to an annuity or pension under the Railroad Retirement
Act of 1937 shall be deemed to include entitlement under the Railroad
Retirement Act of 1935.

(b) (1) Section 3201 of the Internal Revenue Code of 1954 (relating
to rate of tax on employees under the Railroad Retirement Tax Act)
is amended by striking out "the rate of the tax imposed with respect
to wages by section 3101 at such time exceeds the rate provided by
paragraph (2) of such section 3101 as amended by the Social Security
Amendments of 1956" and inserting in lieu thereof "the rate of the
tax imposed with respect to wages by section 3101 (a) at such time
exceeds 23/4 percent (the rate provided by paragraph (2) of section
3101 as amended by the Social Security Amendments of 1956)".

(2) Section 3211 of such Code (relating to the rate of tax on
employee representatives under the Railroad RetirementTax Act)
is amended bly striking out "the rate of the tax imposed with respet
to wages by section 3101 at such time exceeds the rate provide by
paragraph (2) of such section 3101 as amended by the Social Security
Amendments of 1956" and insertmg m lieu therof "the rate of the tax
imposed with respect to wages by section 3101(a) at such time exceeds
2 /4 percent (the rate provided by paragraph (2) of section 3101 as
amended by the Social Security Amendments of 1956)".

(3) Section 3221(b) of such Code (relating to the rate of tax on
employers under the Railroad Retirement Tax Act) is amended by
strikmg out "the rate of the tax imposed with respect to wages by
section 3111 at such time exceeds the rate provided by paragraph (2)
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of such section 3111 as amended by the Social Security Amendments
of 1956" and inserting in lieu thereof "the rate of the tax imposed with
respect to wages by section 3111 (a) at such time exceeds 23/4 percent
(the rate grovide by paragraph (2) of section 3111 as amended by
the Social security Amendments of 1956) ".

(4) The amendments made by this subsection shall be effective with
respect to compensation paid for services rendered after December 31,
1965.

(c) For amendments preserving relationship between the railroad
retirement and old-age, survivors, and disability insurance systems, see
section 326 of this Act.

MEDICAL EXPENSE DEDUCTION

SEC. 106. (a) Subsection (a) of section 213 of the Internal Revenue
Code of 1954 (relating to allowance of deduction) is amended to read
as follows:

"(a) ALLOWANCE OF DEDUCTION.-There shall be allowed as a deduc-
tion the following amounts, not compensated for by insurance or
otherwise-

"(1) the amount by which the amount of the expenses paid
during the taxable year (reduced by any amount deductible under
paragraph (2)) for medical care of the taxpayer, his spouse, and
dependents (as defined in section 152) exceeds 3 percent of the
adjusted gross income, and

(2) an amount (not in excess of $150) equal to one-half of
the expenses paid during the taxable year for insurance which
constitutes medical care for the taxpayer, his spouse, and
dependents."

(b) The second sentence of section 213(b) of such Code (relating
to limitation with respect to medicine and drugs) is repealed.

(c) Section 213(e) of such Code (relating to definitions) is amended
by renumbering paragraph (2) as paragraph (4), and by striking out
paragraph (1) and inserting in lieu thereof the following:

"(1) The term 'medical care' means amounts paid-
"(A) for the diagnosis, cure, mitigation, treatment, or pre-

vention of disease, or for the purpose of affecting any struc-
ture or function of the body,

"(B) for transportation primarily for and essential to
medical care referred to in subparagraph (A), or

"(C) for insurance (including amounts paid as premiums
under part B of title XVIII of the Social Security Act, re-
lating to supplementary medical insurance for the aged)
covering medical care referred to in subparagraphs (A) and
(B).

"(2) In the case of an insurance contract under which amounts
are payable for other than medical care referred to in subpara-
graphs (A) and (B) of paragraph (1)-

"(A) no amount shall be treated as paid for insurance to
which paragraph (1) (C) applies unless the charge for such
insurance is either separately stated in the contract, or furn-
islied to the policyholder by the insurance company in a
separate statement,

"(B) the amount taken into account as the amount paid
for such insurance shall not exceed such charge, and

"(C) no amount shall be treated as paid for such insurance
if the amount specified in the contract (or furnished to the

Amends section 3221(b) of IRC (relating to
rate of tax on employers under RR Act) so
that provision in the RR Tax Act that auto-
matically increases RR employer tax rates in
same amount, and at same time, as any SS
contribution rate increases that go into
effect after 1964 shall apply only to
increases in OASDI contribution rates. (This
amendment takes into account the fact that
unless certain conditions are met hospital
insurance taxes are levied directly on rail-
road employers under the FICA.) See page 55.

Provides that amendments made by this section
relating to RR taxes shall be effective vith
respect to services rendered after December 31,
1965.



policyholder by the insurance company in a separate state-
ment) as the charge for such insurance is unreasonably large
in relation to the total charges under the contract.

"(3) Subject to the limitations of paragraph (2), premiums
paid during the taxable year by a taxpayer before he attains the
age of 65 for insurance covering medical care (within the meaning
of subparagraphs (A) and (B) of paragraph (1)) for the tax-
payer, his spouse, or a dependent after the taxpayer attains the
age of 65 shall be treated as expenses paid during the taxable
year for insurance which constitutes medical care if premiums for
such insurance are payable (on a level payment basis) under the
contract for a period of 10 years or more or until the year in which
the taxpayer attains the age of 65 (but in no case for a period of
less than 5 years)."

(d) (1) Section 213 of such Code (relating to medical, dental, etc.,
expenses) is amended by striking out subsections (c) and (g) of such
section.

(2) (A) Section 72(m) (5) (A) (i) of such Code (relating to special
rules applicable to employment annuities and distributions under
employee plans) is amended by striking out "section 213(g) (3) " and
inserting in lieu thereof "paragraph (7) of this subsection".

(B) Section 72(m) of such Code is further amended by adding at
the end thereof the following new paragraph:

"(7) MEANING OF DISABLED.-FOr purposes of this section, an
individual shall be considered to be disabled if he is unable to en-
gage in any substantial gainful activity by reason of any medically
determinable physical or mental impairment which can be expected
to result in death or to be of long-continued and indefinite dura-
tion. An individual shall not be considered to be disabled unless
he furnishes proof of the, existence thereof in such form and
manner as the Secretary or his delegate may require."

(C) Subparagraphs (A) (iii) and (B) (iii) of section 72(n) (1)
of such Code (relating to treatment of certain distributions with
respect to contributions by self-employed individuals) are each
amended by striking out "section 213(g) (3)" and inserting in lieu
thereof "subsection (in) (7) ".

(3) Section 79(b) (1) of such Code (relating to group-term life
insurance purchased for employees) is amended by striking out "para-
graph (3) of section 213(g), determined without regard to paragraph
(4) thereof" and inserting in lieu thereof "section 72(m) (7).

(4) Section 401(d) (4)(B) of such Code (relating to a tional
requirements for qualification of trusts and plans benefiting owner-
employees) is amended by strikin out "section 213(g) (3)" and insert-
ing in lieu thereof "section 72(m (7)".

(5) Section 405(b) (1) (D)(ii) of such Code (relating to qualified
bond purchase plans) is amende by striking out "section 213 (g) (3)"
and inserting in lieu thereof "section 72(m) (7)".

(e) The amendments made by this section shall apply to taxable
years beginning after December 31, 1966.

RECEIPTS FOR EMPLOYEES MUST SHOW TAXES SEPARATELY

anployee's copy of W-2 must show, SEC. 107. Section 6051(c) of the Internal Revenue Code of 1954
amount of taxes withheld for financing (relating to additional requirements) is amended by adding at the
cost of hospital insurance benefits end thereof the following new sentence: "The statements required
under part A. under this section shall also show the proportion of the total amount



withheld as tax under section 3101 which is for financing the cost of
hospital insurance benefits under part. A of title XVIII of the Social
Security Act."

TECHNICAL AND ADMINISTRATIVE AMENDMENTS RELATING TO TRUST FUNDS

SEc. 108. (a) (1) Section 201(a) (3) of the Social Security Act is
amended by inserting "(other than sections 3101(b) and 3111(b))"
after "chapter 21" each place it appears therein.

(2) Section 201 (a) (4) of such Act is amended by inserting "(other
than section 1401(b))" after "chapter 2" and after "such subchapter
or chapter".

(3) Section 2 01(g) (1) of such Act is amended to read as follows:
"(1) (A) There are authorized to be made available for expendi-

ture, out of any or all of the Trust Funds (which for purposes of this
paragraph shall include also the Federal Hospital Insurance Trust
Fund and the Federal 'Supplementary Medical Insurance Trust Fund
established by title XVIII), such amounts as the Congress may deem
appropriate to pay the costs of the part of the administration of this
title and title XVIII for which the Secretary of Health, Education,
and Welfare is responsible. During each fiscal year or after the close
of such fiscal year (or at both times), the Secretary of Health, Educa-
tion, and Welfare shall analyze the costs of administration of this title
and title XVIII during the appropriate part or all of such fiscal year
in order to determine the portion of such costs which should be borne
by each of the Trust Funds and shall certify to the Managing Trustee
the amount, if any, which should be transferred among such Trust
Funds in order to assure that each of the Trust Funds bears its proper
share of the costs incurred during such fiscal year for the part of the
administration of this title and title XVIII for which the Secretary
of Health, Education, and Welfare is responsible. The Managing
Trustee is authorized and directed.to transfer any such amount (deter-
mined under the preceding sentence) among such Trust Funds in
accordance with any certification so made.

"(B) The Managing Trustee is directed to pay from the Trust
Funds into the Trvasury the amounts estimated by him which will be
expended, out. of moneys appropriated from the general funds in the
Treasury, during each calendar quarter by the Treasury Department
for the part of the administration of this title and title XVIII for
which the Treasury Department is responsible and for the administra-
tion of chapters 2 and 21 of the Internal Revenue Code of 1954. Such
payments shall be covered into the Treasury as repayment to the
account for reimbursement of expenses incurred in connection with
such administration of this title and title XVIII and chapters 2 and 21
of the Internal Revenue Code of 1954."

(4) Section 201(g) (2) of such Act is amended by inserting after
"the amount estimated by him as taxes" the following: "imposed under
section 3101 (a)".

(5) Section 201(h) of such Act is amended by inserting "(other
than section 226)" after"this title".

(b) Section 218(h) (1) of such Act. is amended by striking out
"Trust Funds in the ratio in which amounts are appropriated to such
Funds pursuant to subsections (a) (3) and (b) (1) of section 201" and
inserting in lieu thereof "Trust Funds and the Federal Hospital In-
surance Trust Fund in the ratio in which amounts are appropriated
to such Funds pursuant to subsection (a) (3) of section 201, subsec-
tion (b) (1) of such section, and subsection (a) (1) of section 1817,
respectively".

Excludes employer and employee taxes for
hospital insurance from the employer and
employee taxes appropriated to OASI Trust
Fund.

Excludes self-employment taxes for hospital
insurance from self-employment taxes appro-
priated to OASI Trust Fund.

Provides for payment from Trust Funds of
costs to DHEW of administering health insur-
ance program and for adjustments among trust
funds so that each fund bears its propor-
tionate share of such costs.

Provides for payments from Trust Funds to
the Treasury to meet estimated quarterly
costs to the Treasury of health insurance
administration and of chapters 2 (Tax on
Self-Employment) and 21 (Tax on Wages) of
the Internal Revenue Code of 1954.

In estimating the amount of employee taxes
subject to refund Managing Trustee shall
consider only taxes imposed for support of
the OASI and DI programs. (Thereby taking
account of the special provisions of the
health insurance program for same purpose.)

Payments for hospital insurance benefits
may not be made from OASDI Trust Funds.

Provides for proportionate deposits in
ospital Insurance Trust Fund as well as

in existing trust funds of amounts received
by Secretary of the Treasury under agree-
ments for coverage of State and local
government employees.



The health insurance trust funds, like the
0ASI and DI trust funds, may be reimbursed
for costs of furnishing information (dis-
closure of which is authorized by regula-
tions) or services to individuals or
organizations.

Provides for appointment of an Advisory
Council in 1968 and every 5th jear there-
after to review status of the 4 trust funds
and all other aspects of the OASDI, HI, and
SMIB programs, including their impact.on
public assistance programs. (Prior law
provided for appointment 6f Council in 1966
and every 5th year thereafter to review
only financing of OASDI program.)

Council consists of 12 members appointed
by Secretary plus the Commissioner of
Social Security as Chairman. Members
represent organizations of employers and
employees in equal numbers as well as the
self-employed and the public.

Council has authority to engage outside
assistance.

The members of the Council may be paid
travel expenses and up to $100 a day in
salary.

Requires the Council to submit its report--
including separate reports on (1) the 0ASDI
program, (2) the HI program, and (3) the
sMIB program.

(c) Section 1106(b) of such Act is amended by striking out "and
the Federal Disabilit Insurance Trust Fund" and inserting in lieu
thereof ", the Federal Disability Insurance Trust Fund, the Federal
Hospital Insurance Trust Fund, and the Federal Supplementary Med-
ical Insurance Trust Fund".

ADVISORY COUNCIL ON SOCIAL SECURITY

SEC. 109. (a) Title VII of the Social Security Act is amended by
adding at the end thereof the following new section:

"ADVISORY COUNCIL ON SOCIAL SECURITY

"SEC. 706. (a) During 1968 and every fifth year thereafter, the
Secretary shall appoint an Advisory Council on Social Security for
the purpose of reviewing the status of the Federal Old-Age and
Survivors Insurance Trust Fund, the Federal Disability Insurance
Trust Fund, the Federal Hospital Insurance Trust Fund, and the
Federal Supplementary Medical Insurance Trust Fund in relation to
the long-term commitments of the old-age, survivors, and disability
insurance program and the programs under parts A and B of title
XVIII, and of reviewing the scope of coverage and the adequacy of
benefits under, and all other aspects of, these programs, including
their impact on the public assistance programs under this Act.

"(b) Each such Council shall consist of the Commissioner of
Social Security, as Chairman, and 12 other persons, appointed by the
Secretary without regard to the civil service laws. The appointed
members shall, to the extent possible, represent organizations of em-
ployers and employees in equal numbers, and represent self-employed
persons and the public.

"(c) (1) Any Council appointed hereunder is authorized to engage
such technical assistance, including actuarial services, as may be re-
quired to carry out its functions, and the Secretary shall, in addition,
make available to such Council such secretarial, clerical, and other
assistance and such actuarial and other pertinent data prepared by the
Department of Health, Education, and Welfare as it may require to
carry out such functions.

"(2) Appointed members of any such Council, while serving on
business of the Council (inclusive of travel time), shall receive com-
pensation at rates fixed by the Secretary, but not exceeding $100 per day
and, while so serving away from their homes or regular places of
business, they may be allowed travel expenses, including per diem in
lieu of subsistence, as authorized by section 5 of the Administrative
Expenses Act of 1946 (5 U.S.C. 73b-2) for persons in the Government
employed intermittently.

"(d) Each such Council shall submit reports of its findings and
recommendations to the Secretary not later than January 1 of the
second year after the year in which it is appointed, and such reports
and recommendations shall thereupon be transmitted to the Congress
and to the Board of Trustees of each of the Trust Funds. The reports
required by this subsection shall include-

"(1) a separate report with respect to the old-age, survivors,
and disability insurance program under title II and of the taxes
imposed under sections 1401(a), 3101(a), and 3111(a) of the
Internal Revenue Code of 1954,

"(2) a separate report with respect to the hospital insurance
program under part A of title XVIII and of the taxes imposed by
sections 1401(b), 3101(b), and 3111(b) of the Internal Revenue
Code of 1954, and



"(3) a separate report with respect to the supplementary medical
insurance program established by part B of title XVIII and of
the financing thereof.

After the date of the transmittal to the Congress of the reports required
by this subsection, the Council shall cease to exist."

(b) Effective January 1, 1966, section 116(e) of the Social Security
Amendments of 1956 is repealed.

MEANING OF TERM "SECRETARY"

SEC. 110. As used in this Act, and in the provisions of the Social
Security Act amended by this Act, the term "Secretary", unless the
context otherwise requires, means the Secretary of Health, Education,
and Welfare.

ROLE OF THE RAILROAD RETIREMENT BOARD IN THE ADMINISTRATION OF
HOSPITAL INSURANCE FOR THE AGED

SEC. 111. (a) The first sentence of section 1874(a) of the Social
Security Act is amended to read as follows: "Except as otherwise pro-
vided in this title and in the Railroad Retirement Act of 1937, the
insurance proframs established by this title shall be administered by
the Secretary.'

(b) (1) Section 21 of the Railroad Retirement Act of 1937 (as added
by section 105 of this Act) is amended to read as follows:

tHOSPITAL INSURANCE BENEFITS FOR THE AGED

"SEC. 21. (a) For the purposes of this section, the Board shall have
the same authority to determine the rights of individuals described in
subsection (b) of this section to have payments made on their behalf
for hospital insurance benefits consisting of inpatient hospital services,
post-hospital extended care services, post-hospital home health services,
and outpatient hospital diagnostic services (all hereinafter referred to
as 'services') under section 226, and parts A and C of title XVIII, of
the Social Security Act as the Secretary of Health, Education, and
Welfare has under such section and such parts with respect to indi-
viduals to whom such section and such parts apply. For purposes of
section 11, a determination with respect to the rights of an individual
under this section shall, except in the case of a provider of services, be
considered to be a decision with respect to an annuity.

"(b) Except as otherwise provided in this section, every individual
who--

"(1) has attained age 65, and
"(2) (A) is entitled to an annuity under this Act, or (B) would

be entitled to such an annuity had he ceased compensated service
and, in the case of a spouse, had such spouse's husband or wife
ceased compensated service, or (C) had been awarded a pension
under section 6, or (D) bears a relationship to an employee which,
by reason of section 3 (e), has been, or would be, taken into account
in calculating the amount of an annuity of such employee or his
survivors,

shall be certified to the Secretary of Health, Education, and Welfare
as a qualified railroad retirement beneficiary under section 226 of the
Social Security Act.

"(c) The Board and the Secretary of Health, Education, and Wel-
fare shall furnish each other with such information, records, and doe-

Amends SS Act to permit R Board to
administer certain phases of hospital
insurance program (subject to limitation
on effectiveness, p. 58).

Amends section 21 (created by this
law) of HR Act to permit RR Board to make
determinations as to rights of RR bene-
ficiaries to hospital insurance benefits.
See page 50.

Sets forth qualificatipna a person must
meet to be found by RR Board to be entitled
to hospital insurance benefits. Individual
must (1) have reached age 65; and (2) (a) be
entitled to railroad retirement annuity,
(b) be eligible for an annuity if he should
retire, (c) have been awarded railroad
pension, or (d) bears relationship to an
employee which would be taken into account
under "social security minimum" provision
of RR Act in annuity computation.



Provides for such exchanges of information,
etc., between RR Deard and Secretary of
HEW as necessary in administration.

Provides that for certain health insurance
benefit purposes, entitlement to an annuity
or pension under RR Act of 1937 shall be
deemed to include entitlement under RR Act
of 1935. (Device to avoid repetitious
referral to both Acts.)

Provides for payment of hospital insurance
benefits to RR beneficiaries in Canadian
hospitals, financed from RR Account, but
only to extent that payments exceed amount
payable for such services under Canadian
law. Provides that for purposes of section
9 of RR Act (on erroneous payments), any
overpayment under this provision shall be
treated as if it were an overpayment of
an annuity.

Amends financial interchange provisions of
RR Act providing for transfer of funds
between RR Account and SS trust funds with
respect to OASI and disability benefits by
adding somewhat similar provisions applying
to hospital insurance benefits. These pro-
visions specify that exchanges of funds
between RR Account and Federal Hospital
Insurance Trust Fund will be made which
will place Federal Hospital Insurance
Trust Fund in same position in which it
would have been if railroad employment
had been covered under SS program. The main
effect of amendment would be to provide
for transfer from RR Account to Federal
Hospital Insurance Trust Fund of amounts
equal to taxes which would have been
payable under hospital insurance benefits
program if railroad employment had been
covered under SS. (Except for payments
with respect to RR beneficiaries in
Canadian hospitals, all payments with
respect to RR beneficiaries would be
made from Federal Hospital Insurance
Trust Fund.)

uments as may be considered necessary to the administration of this
section or section 226, and part A of title XVIII, of the Social Secu-
rity Act.

"(d) For purposes of this section (and sections 1840, 1843, and 1870
of the Social Security Act), entitlement to an annuity. or pension
under this Act shall be deemed to include entitlement under the Rail-
road Retirement Act of 1935.

"(e) The rights of individuals described in subsection (b) of this
section to have payment made on their behalf for the services referred
to in subsection (a) of this section but provided in Canada shall be
the same as those of individuals to whom section 226 and part A of
title XVIII of the Social Security Act apply, and this subsection
shall be administered by the Board as if the provisions of section 226
and part A of title XVIII of the Social Security Act were applicable,
as if references to the Secretary of Health, Education, an Welfare
were to the Board, as if references to the Federal Hospital Insurance
Trust Fund were to the Railroad Retirement Account, as if refer-
ences to the United States or a State included Canada or a subdivision
thereof, and as if the provisions of sections 1862(a) (4), 1863, 1864,
1867, 1868, 1869, 1874(b), and 1875 of such title XVIII were not
included in such title. The payments for services herein provided
for in Canada shall be made from the Railroad Retirement Account
(in accordance with, and subject to, the conditions applicable under
section 10(b) in making payment of other -benefits) to the hospital,
extended care facility, or home health agency providing such services
in Canada to individuals to whom subsection (b) of this section applies,
but only to the extent that the amount of payments for services other-
wise hereunder provided for an individual exceeds the amount pay-
able for like services provided pursuant to the law in effect in the
place in Canada where such services are furnished. For the purposes
of section 9 of this Act, any overpayment under this subsection shall
be treated as if it were an overpayment of an annuity."

(2) Section 5(k) (2) of such Act is amended-
(A) by striking out subparagraphs (A) and (B) and redesig-

nating subparagraphs (C), (D), and (E) as subparagraphs (A),
(B , and (C), respectively;

(B) by striking out the second sentence and the last sentence of
subdivision (i) of the subparagraph redesignated as subpara-
graph (A) by subparagraph (A) of this paragraph; and b
striking out from such subdivision (i) "the Retirement Account'
and-inserting in lieu thereof "the Railroad Retirement Account
(hereinafter termed 'Retirement Account') ";

(C) by adding at the end of the subparagraph redesignated as
subparagraph (A) by subparagraph (A) of this paragraph the
following new subdivision:

"(iii) At the close of the fiscal year ending June 30, 1966, and
each fiscal year thereafter, the Board and the Secretary of Health,
Education,. and Welfare shall determine the amount, if any,
which, if added to or subtracted from the Federal Hospital
Insurance Trust Fund, would place such fund in the same position
in which it would have been if service as an employee after Decem-
ber 31, 1936, had been included in the term employment' as
defined in the Social Security Act and in the Federal Insurance
Contributions Act. Such determination shall be made no later
than June 15 following the close of the fiscal year. If such
amount is to be added to the Federal Hospital Insurance Trust
Fund, the Board shall, within ten days after the determination,



certify such amount to the Secretary of the Treasury for transfer
from the Retirement Account to the Federal Hospital Insurance
Trust Fund; and if such amount is to be subtracted from the
Federal Hospital Insurance Trust Fund the Secretary of Health,
Education, and Welfare shall, within ten days after the deter-
mination, certify such amount to the Secretary of the Treasury
for transfer from the Federal Hospital Insurance Trust Fund to
the Retirement Account. The amount so certified shall further
include interest (at the rate determined under subparagraph (B)
for the fiscal year under consideration) payable from the close of
such fiscal year until the date of certification.";

(D) by striking out "subparagraph (D) " where it appears in
the subparagraph redesignated as subparagraph (A) by subpara-
graph (A) of this paragraph, and inserting in lieu thereof "sub-
paragraph (B)

(E) by striking out "subparagraphs (B) and (C)" where it
appears in the subparagraph redesignated as subparagraph (B)
by subparagraph (A) of this paragraph and inserting in lieu
thereof "subparagraph (A)"; and

(F) by amending the subparagraph redesignated as subpara-
graph (C) by subparagraph (A) of this paragraph to read as
follows:

"(C) The Secretary of the Treasury is authorized and directed to
transfer to the Federal Old-Age and Survivors Insurance Trust Fund,
the Federal Disability Insurance Trust Fund, or the Federal Hospital
Insurance Trust Fund from the Retirement Account or to the Retire-
ment Account from the Federal Old-Age and Survivors Insurance
Trust Fund, the Federal Disability Insurance Trust Fund, or the
Federal Hospital Insurance Trust Fund, as the case may be, such
amounts as, from time to time, may be determined by the Board and the
Secretary of Health, Education, and Welfare pursuant to the provi-
sions of subparagraph (A), and certified by the Board or the Secre-
tary of Health, Education, and Welfare for transfer from the Retire-
ment Account or from the Federal Old-Age and Survivors Insurance
Trust Fund, the Federal Disability Insurance Trust Fund, or the
Federal Hospital Insurance Trust Fund."

(c) (1) Section 3201 of the Internal Revenue Code of 1954 (relating
to rate of tax on employees under the Railroad Retirement Tax Act)
is amended by striking out "section 3101(a)" and inserting in lieu
thereof "section 3101(a, plus the rate imposed by section 3101(b)".

(2) Section 3211 of such Code (relating to the rate of tax on em-
ployee representatives under the Railroad Retirement Tax Act) is
aniended by striking out "section 3101(a)" and inserting in lieu
thereof "section 3101(a) plus the rate imposed by section 3101(b)".

(3) Section 3221(b) of such Code (relating to the rate of tax on em-
ployers under the Railroad Retirement Tax Act) is amended by strik-
ing out "section 3111(a)" and inserting in lieu thereof "section 3111
(a) plus the rate imposed by section 3111(b)".

(4) Section 1401(b) (as amended by section 321 of this Act) of such
Code (relating to the rate of tax under the Self-Employment Contri-
butions Act) is amended by striking out. the last sentence.

(5) Section 3101(b) of such Code (relating to the rate of tax on
employees under the Federal Insurance Contributions Act.) is amended
by striking out ", but without regard to the provisions of paragraph
(9) thereof insofar as it relates to employees".

Amends SS and RR taxing provisions of
Internal Revenue Code to provide for
levy of hospital insurance benefit taxes
on RR employment under RR tax provisions
of Code (Railroad Retirement Tax Act).



Authorizes appropriations to Iederal Hospital
Insurance Trust Fund to cover cost of hospital
insurance for certain qualified RR benefici-
aries who could not qualify for OASDI benefits
even if railroad employment were covered under
SS. These individuals are pensioners, and
persons who qualified for annuities very soon
after RR program went into effect, and are in
category of persons which section 103 (pro-
vision for hospital insurance -for certain
uninsured aged) covers.

Preceding provisions of section 111 would be
effective for any year after 1965 for which
RR taxable wage base (i.e., monthly RR wage
base multiplied by 12) was scheduled in law
on preceding October 1 to be equal to SS
wage base. (For such years, hospital insur-
ance taxes on railroad employment will be
levied under railroad taxing provisions and
-transferred to SS, RR Board will make
determinations as to rights of RR benefici-
aries to hospital insurance, and will
provide for and pay for hospital insurance
benefits for RR beneficiaries in Canadian
hospitals.) Should there be years in which
tax bases are not scheduled to be equal,
section 111 would not apply; provisions in
section 21 without this amendment (pace 55)
would apply, and hospital insurance taxes
for such years would be levied under S
taxing provisions, and hospital insurance
benefits for RR beneficiaries would be
provided under SS on same basis as for SS
beneficiaries.

(6) Section 3111(b) of such Code (relating to the rate of tax on
employers under the Federal Insurance Contributions Act) is amended
by striking out ", but without regard to the provisions of paragraph
(9) thereof insofar as it relates to employees".

(d) There are authorized to be appropriated to the Federal Hospital
Insurance Trust Fund (established by section 1817 of the Social
Security Act) from time to time such sums as the Secretary deems
necessary for any fiscal year, on account of-

(1) payments made or to be made during such fiscal year from
such Trust Fund under part A of title XVIII of such Act with
respect to individuals who are qualified railroad retirement bene-
ficiaries (as defined in section 226(c) of such Act) and who are
not, and upon filing application for monthly insurance benefits
under section 202 of such Act would not be, entitled to such benefits
if service as an employee (as defined in the Railroad Retirement
Act of 1937) after December 31 1936 had been included in the
term "employment" as defined in the Social Security Act,

(2) the additional administrative expenses resulting or
expected to result therefrom, and

(3) any loss of interest to such Trust Fund resulting from the
payment of such amounts,

in order to place such Trust Fund in the same position at the end of
such fiscal year in which it would have been if the individuak
described in paragraph (1) had not been entitled to benefits under
part A of title XVIII of the Social Security Act.

(e) (1) The amendments made by the preceding provisions of this
section shall apply to the calendar year 1966 or to any subsequent
calendar year, but only if the requirement in paragraph (2) has been
met with respect to such calendar year.

(2) The requirement referred to in paragraph (1) shall be deemed
to have been met with respect to any calendar year if, as of the October 1
immediately preceding such calendar year, the Railroad Retirement
Tax Act provides that the maximum amount of monthly compensation
taxable under such Act during all months of such calendar year will
be an amount equal to one-twelfth of the maximum wages which the
Federal Insurance Contributions Act provides may be counted for
such calendar year.

PArr '2-GRANTs To STATES FOR MEDICAL ASSISTANCE PRoGRAMs

ESTABLISHMENT OF PROGRAMS

SEc. 121. (a) The Social Security Act is amended by adding at the
end thereof (after the new title XVIII added by section 102) the
following new title:

"TITLE XIX-GRANTS TO STATES FOR MEDICAL
ASSISTANCE PROGRAMS

"APPROPRIATION

"SEc. 1901. For the purpose of enabling each State, as far as prac-
ticable under the conditions in such State, to furnish (1) medical
assistance on behalf of families with dependent children and of aged,
blind, or permanently and totally disabled individuals, whose income
and resources are insufficient to meet the costs of necessary medical
services, and (2) rehabilitation and other services to help such fam-
ilies and individuals attain or retain capability for independence or



self-care, there is hereby authorized to be appropriated for each fiscal
year a sum sufficient to carry out the purposes of this title. The sums
made available under this section shall be used for making payments
to States which have submitted, and had approved by the Secretary
of Health, Education, and Welfare, State plans for medical assistance.

"STATE PLANS FOR MEDICAL ASSISTANCE

"SEo. 1902. (a) A State plan for medical assistance must-
"(1) provide that it shall be in effect in all political subdi-

visions of the State, and, if administered by them, be mandatory
upon them;

"(2) provide for financial participation by the State equal to
not less than 40 per centum of the non-Federal share of the expend-
itures under the plan with respect to which payments under sec-
tion 1903 are authorized by this title; and, effective July 1, 1970
provide for financial participation by the State equal to all oi
such non-Federal share or provide for distribution of funds from
Federal or State sources, for carrying out the State plan on an
equalization or other basis which will assure that the lack of
adequate funds from local sources will not result in lowerng the
amount, duration, scope, or quality of care and services available
under the plan;

"(3) provide for granting an opportunity for a fair hearing
before the State agency to any individual whose claim for medical
assistance under the plan is denied or is not acted upon with
reasonable promptness;

" (4) provide such methods of administration (including
methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis, except that the Secretary shall
exercise no authority with respect to the selection, tenure of office,
and compensation of any individual employed in accordance with
such methods and including provision for utilization of profes-
sional medical personnel in the administration and, where admin-
istered locally, supervision of administration of the plan) as are
found by the Secretary to be necessary for the proper and efficient
operation of the plan;

"( ) either provide for the establishment or designation of a
sin State agency to administer the plan, or provide for the
estalishment or designation of a single State agency to supervise
the administration of the plan, except that the determination of
eligibility for medical assistance under the plan shall be made by
the State or local agency administering the State plan approved
under title I or XVI (insofar as it relates to the aged);

"(6) provide that the State agency will make such reports, in
such form and containing such information, as the Secretary may
from time to time require, and comply with such provisions as
the Secretary may from time to time find necessary to assure the
correctness and verification of such reports;

"(7) provide safeguards which restrict the use or disclosure of
information concerning applicants and recipients to purposes di-
rectly connected with the administration of the plan;

"(8) provide that all individuals wishing to make application
for medical assistance under the plan shal have opportunity to
do so, and that such assistance shall be furnished with reasonable
promptness to all eligible individuals;



" (9) provide for the establishment or designation of a State
authority or authorities which shall be responsible for establishing
and maintaining standards for private or public institutions in
which recipients of medical assistance under the plan may receive
care or services

" (10) provide for making medical assistance available to all
individuals receiving aid or assistance under State plans ap-
proved under titles I, IV, X, XIV, and XVI; and-

"(A) provide that the medical assistance made available
to individuals receiving aid or assistance under any such
State plan-

"(i) shall not be less in amount, duration, or scope
than the medical assistance made available to.individ-
uals receiving aid or assistance under any other such
State plan, and

" (ii) shall not be less in amount, duration, or scope
than the medical or remedial care and services made
available to individuals not receiving aid or assistance
under any such plan; and

"(B) if medical or remedial care and services are included
for any group of individuals who are not receiving aid or
assistance under any such State plan and who do not meet
the income and resources requirements of the one of such
State plans which is appropriate, as determined in accord-
ance with standards prescribed by the Secretary, provide-

"(i) for making medical or remedial care and serv-
ices available to all individuals who would, if needy, be
eligible for aid or assistance under any such State plan
and who have insufficient (as determined in accordance
with comparable standards) income and resources to
meet the costs of necessary medical or remedial care and
services, and

"(ii) that the medical or remedial care and services
made available to all individuals not receiving aid or
assistance under any such State plan shall be equal in
amount, duration, and scope;

except that the making available of the services described in
paragaph (4) or (14) of section 1905(a) to individuals meet-
ing the age requirement prescribed therein shall not, by reason of
this paragraph (10), require the making available of any such
services, or the making available of such services of the same
amount, duration, and scope, to individuals of any other ages:

"(11) provide for entering into cooperative arrangements
with the State agencies responsible for administering or super-
vising the administration of health services and vocational
rehabilitation services in the State looking toward maximum
utilization of such services in the provision of medical assistance
under the plan;

"(12) provide that, in determining whether *an individual is
blind, there shall be an examination by a physician skilled in
the diseases of the eye or by an optometrist, whichever the
individual may select;

"(13) provide for inclusion of some institutional and some
noninstitutional care and services, and, effective July 1, 1967,
provide (A) for inclusion of at least the care and services listed
in clauses (1) through (5) of section 1905(a), and (B) for



payment of the reasonable cost (as determined in accordance
with standards approved by the Secretary and included in the
plan) of inpatient hos ital services provided under the plan;

"(14) provide that ) no deduction, cost sharing, or similar
charge will be impose under the plan on the individual with
respect to inpatient hospital services furnished him under the
plan, and (B) any deduction, cost sharing, or similar charge
imposed under the plan with respect to any other medical
assistance furnished him thereunder, and any enrollment fee,
premium, or similar charge imposed under the plan, shall be
reasonably related (as determined in accordance with standards
approved by the Secretary and included in the plan) to the
recipient's income or his income and resources;

"(15) in the case of eligible individuals 65 years of age or
older who are covered by either or both of the insurance programs
established by title XVIII, provide--

"(A) for meeting the full cost of any deductible imposed
with respect to any such individual under the insurance pro-
gram established by part A of such title- and

"(,B) where, under the plan, all oi any deductible, cost
sharmg, or similar charge imposed with respect to any such
individual under the insurance program established by part
B of such title is not met the portion thereof which is met
shall be determined on a Lasis reasonably related (as deter-
mined in accordance with standards approved by the Secre-
tary and included in the plan) to such mdividual's income or
his income and resources;

"(16) provide for inclusion, to the extent required by regula-
tions prescribed by the Secretary, of provisions (conforming to
such regulations) with respect to the furnishing of medical assist-
ance under the plan to individuals who are residents of the State
but are absent therefrom;

"(17) include reasonable standards (which shall be comparable
for all groups) for determining eligibility for and the extent of
medical assistance under the plan which (A) are consistent with
the objectives of this title, (B) provide for taking into account
only such income and resources as are, as determined in accord-
ance with standards prescribed by the Secretary, available to the
applicant or recipient and (in the case of any applicant or recipi-
ent who would, if he met the requirements as to need, be eligible
for aid or assistance in the form of money payments under a State
plan approved under title I, IV, X, XIV, or XVI) as would not
bdisregarded (or set aside for future needs) in determining his
eligi bili for and amount of such aid or assistance under such
plan, (C) provide for reasonable evaluation of any suoh income
or resources, and (D) do not take into account the financial respon-
sibility of any individual for any applicant or recipient of assist-
ance under the plan unless such applicant or recipient is such
individual's spouse or such individual's child who is under age 21
or is blind or permanently and totally disabled; and provide for
flexibility in the application of such standards with respect to
income by taking into account, except to the extent prescrled by
the Secretary, the costs (whether in the form of insurance pre-
mUms or otherwise) incurred for medical care or for any other
type of remedial care recognized under State law;

One of requirements that State plan must
meet to quality for Federal grants under
medical assistance programs is that it pro-vide in the case of eligible persons covered
by hospital insurance prograr medical insurance
program, or both:

(1) for meeting cost of deductible
imposed under hospital insurance
program, and

(2) where all of deductible, coinsurance,
or similar charge imposed wider
medical insurance plan is not met,
for meeting portion of such charges
determined on a basis reasonably re-
lated to individual's income and
resources.



Z2

"(18) provide that no lien may be imposed against the property
of any individual prior to his death on account of medical assist-
ance paid or to be paid on his behalf under the plan (except
pursuant to the judgment of a court on account of benefits in-
correctly paid on behalf of such individual), and that there shall
be no adjustment or recovery (except, in the case of an individual
who was 65 years of age or older when he received such assistance,
from his estate, and then only after the death of his surviving
spouse, if any, and only at a time when he has no surviving child
who is under age 21 or is blind or permanently and totally dis-
abled) of any medical assistance correctly paid on behalf of such
individual under the plan;

"(19) provide such safeguards as may be necessary to assure
that chgibility for care and services under the plan will be deter-
mined, and such care and services will be provided in a manner
consistent with simplicity of administration and the best inter-
ests of the recipients;

" (20) if the State plan includes medical assistance in behalf of
individuals 65 years of age or older who are patients in institutions
for mental diseases-

"(A) provide for having in effect such agreements or other
arrangements with State authorities concerned with mental
diseases, and, where appropriate, with such institutions, as
may be necessary for carrying out the State plan, including
arrangements for joint planning and for development of
alternate methods of care, arrangements providing assurance
of immediate readmittance to institutions where needed for
individuals under alternate plans of care, and arrangements
providing for access to patients and facilities, for furnishing
information, and for making reports;

"(B) provide for an individual plan for each such patient
to assure that the institutional care provided to him is in his
best interests, including, to that end, assurances that there will
be initial and periodic review of his medical and other needs,
that he will be given appropriate medical treatment within
the institution, and that there will be a periodical determi-
nation of his need for continued treatment in the institution;

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

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

"(21) if the State plan includes medical assistance in behalf of
individuals 65 years of age or older who are patients in public
institutions for mental diseases, show that the State is making
satisfactory progress toward developing and implementing a com-
prehensive mental health program, including provision for utiliza-
tion of community mental health centers, nursing homes, and
other alternatives to care in public institutions for mental dis-
eases; and
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(22) include descriptions of (A) the kinds and numbers of pro-
fessional medical personnel and supporting staff that will be used
in the administration of the plan and of the responsibilities they
will have, (B) the standards, for private or pubhc institutions in
which recipients of medical assistance under the plan may receive
care or services, that will be utilized by the State authority or
authorities responsible for establishing and maintaining such
standards, (C) the cooperative arrangements with State health
agencies and State vocational rehabilitation agencies entered into
with a view to maximum utilization of and coordination of the
provision of medical assistance with the services administered or
supervised by such agencies, and (D) other standards and methods
that the State will use to assure that medical or remedial care and
services provided to recipients of medical assistance are of high
quality.

Notwithstanding paragraph (5), if on January 1, 1965, and on the date
on which a State submits its plan for approval under this title, the
State agency which administered or supervised the administration of
the plan of such State approved under title X (or title XVI, insofar as
it relates to the blind) was diferent from the State agency which
administered or supervised the administration of the State plan
approved under title I (or title XVI, insofar as it relates to the aged),
the State agency which administered or supervised the administration
of such plan approved under title X (or title XVI, insofar as it relates
to the blind) may be designated to administer or supervise the admin-
istration of the portion of the State plan for medical assistance which
relates to blind individuals and a different State agency may be estab-
lished or designated to administer or supervise the administration of
the rest of the State plan for medical assistance; and in such case the
part. of the plan which each such agency administers, or the admmis-
tration of which each such agency supervises, shall be regarded as a
separate plan for purposes of this title (except for purposes of
paragraph (10)).

"(b) The Secretary shall approve any plan which fulfills the con-
ditions specified in subsection (a), except that he shall not approve
any plan which imposes, as a condition of eligibility for medical
assistance under the plan-

"(1) an age requirement of more than 65 years; or
"(2) effective July 1, 1967, any age requirement which excludes

any individual who has not attained the age of 21 and is or would,
except for the provisions of section 406(a) (2), be a dependent
child under title IV; or

"(3) any residence requirement which excludes any individual
who resides in the State; or

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

"(c) Notwithstanding subsection (b), the Secretary shall not
approve any State plan for medical assistance if he determines that
the approval and operation of the plan will result in a reduction in aid
or assistance (other than so much of the aid or assistance as is pro-
vided for under the plan of the State approved under this title)
provided for eligible individuals under a plan of such State approved
under title I, IV, X, XIV, or XVI.



"PAYMENT TO STATES

"SEC. 1903. (a) From the sums appropriated therefor, the Secre-
tary (except as otherwise provided in this section and section 1117)
shall pay to each State which has a plan approved under this title,
for each quarter, beginning with the quarter commencing January 1,
1966-

"(1) an amount equal to the Federal medical assistance per-
centage (as defined in section 1905(b)) of the total amount
expended during such quarter as medical assistance under the
State plan (including expenditures for premiums under part B
of title XVIII, for individuals who are recipients of money pay-
ments under a State plan approved under title I, IV, X, XIV,
or XVI, and other insurance premiums for medical or any other
type of remedial care or the cost thereof); plus

"(2) an amount equal to 75 per centum of so much of the sums
expended during such quarter (as found necessary by the Secre-
tary for the proper and efficient administration of the State plan)
as are attributable to compensation or training of skilled profes-
sional medical personnel, and staff directly supporting such per-
sonnel, of the State agency (or of the loca agency administering
the State plan in the political subdivision); plus

"(3) an amount equal to 50 per centum of the remainder of the
amounts expended during such quarter as found necessary by the
Secretary for the proper and efficient administration of the ate
p lan.

"(b) Notwithstanding the preceding provisions of this section, the
amount determined under such provisions for any State for any quar-
ter which is attributable to expenditures with respect to individuals
65 years of age or older who are patients in institutions for mental
diseases shall be paid only to the extent that the State makes a showing
satisfactory to the Secretary that total expenditures from Federal,
State, and local sources for mental health services (including pay-
ments to or in behalf of individuals with mental health problems)
under State and local public health and public welfare programs for
such quarter exceed the average of the total expenditures from such
sources for such services under such programs for each quarter of the
fiscal year ending June 30, 1965. For purposes of this subsection,
expenditures for such services for each quarter in the fiscal year ending
June 30, 1965, in the case of any State shall be determined on the basis
of the latest data, satisfactory to the Secretary, available to him at the
time of the first determination by him under this subsection for such
State; and expenditures for such services for any quarter beginning
after December 31, 1965, in the case of any State shall be determined
on the basis of the latest data, satisfactory to the Secretary, available
to him at the time of the determination under this subsection for such
State for such quarter; and determinations so made shall be conclusive
for purposes of this subsection.

(c) (1)If the Secretary finds, on the basis of satisfactory informa-
tion furnished by a State, that the Federal medical assistance percent-
age for such State applicable to any quarter in the period beginning
January 1, 1966, and ending with the close of June 30, 1969, is less
than 105 per centum of the Federal share of medical expenditures
by the State during the fiscal year ending June 30, 1965 (as determined
under paragraph (2)), then 105 per centum of such Federal share
shall be the Federal medical assistance percenta e (instead of the
percentage determined under section 1905(b)) for such State for



such quarter and each quarter thereafter occurring in such period and
prior to the first quarter with respect to which such a finding is not
applicable.

"(2) For purposes of paragraph (1), the Federal share of medical
expenditures by a State during the f l year ending June 30, 1965,
means the percentage which the excess of-

'-(A) the total of the amounts determined under sections 3,
403, 1003t 1403, and 1603 with respect to expenditures by suchState during such year as aid or assistance under its State plans
approved under titles I, IV, X, XIV, and XVI, over

"(B) the total of the amounts which would have been deter-
mined under such sections with respect to such expenditures dur-ing such year if expenditures as aid or assistance in the form of
medical or any other type of remedial care had not been counted,is of the total expenditures as aid or assistance in the form of medicalor any other type of remedial care under such plans during such year.(d) (1) Prior to the beginning of each quarter, the Secretary shallestimate the amount to which a State will be entitled under subsections

(a), (b), and (c) for such quarter, such estimates to be based on(A) a report filed by the State containing its estimate of the totalsum to be expended in such quarter in accordance with the provisionsof such subsections, and stating the amount appropriated or madeavailable by the State and its political subdivisions for such expendi-
tures in such quarter, and if such amount is less than the State'sproportionate share of the total sum of such estimated expenditures,
the source or sources from which the difference is expected to bederived, and (B) such other investigation as the Secretary may findnecessary.

"(2) The Secretary shall then pay to the State, in such installments
as he may determine, the amount so estimated, reduced or increasedto thp extent of any overpayment or underpayment which the Secre-
tary determines was made under this section to such State for anyprior quarter and with respect to which adjustment has not already>een made under this subsection.

"(3) The pro rata share to which the United States is equitablyentitled, as determined by the Secretary, of the net amount recoveredduring any quarter by t e State or any political subdivision thereofwith respect to medical assistance furnished under the State planshall be considered an overpayment to be adjusted under thissubsection.
"(4) Upon the making of any estimate by the Secretary under thissubsection, any appropriations available for payments under thissection shall be deemed obligated.
"(e) The Secretary shall not make payments under the precedingprovisions of this section to any State unless the State makes a satis-factory showing that it is making efforts in the direction of broaden-ing the scope of the care and services made available under the planand in the direction of liberalizing the eligibility requirements formedical assistance, with a view toward furnishing b July 1, 1975, com-prehensive care and services to substantially all in ividuals who meetlie plan's eligibility standards with respect to income and resources,including services to enable such individuals to attain or retain inde-

pendence or self-care.



"OPERATION OF STATE PLANS

"SEc. 1904. If the Secretary, after reasonable notice and opportunity
for hearing to the State agency administering or supervising the ad-
ministration of the State plan approved under this title, finds--

" (1) that the plan has been so changed that it no longer com-
plies with the provisions of section 1902; or

"(2) that in the administration of the plan there is a failure
to comply substantially with any such provision;

the Secretary shall notify such State aency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure), until the Secretary is satisfied that there will no
longer be any such failure to comply. Until he is so satisfied he shall
make no further payments to such State (or shall limit payments to
categories under or parts of the State plan not affected by such
failure). cDEFINIONS

"SEc. 1905. For purposes of this title-
"( a) The term 'medical assistance' means payment of part or all

of the cost of the following care and services if rovided in or after
the third month before the month in which the recipient makes
application for assistance) for individuals who are-

"i) under the age of 21,
"(i) relatives specified in section 406 (b) (1) with whom a

child is living if such child, except for section 406 (a) (2), is (or
would if needy, be) a dependent child under title IV,

" 65dyears of age or older,
" 18 years of age or older and permanently and totally

di bl d,
but whose income and resources are insufficient to meet all of such
cost---

"(1) inpatient hospital services (other than services in an
institution for tuberculosis or mental diseases);

" ) outpatient hospital services;
" other laboratory and X-ray services;

" skilled nursing home services (other than services in an
institution for tuberculosis or mental diseases) for individuals
21 years of age or older;

' (5) physicians' services, whether furnished in the office, the
patient's home, a hospital, or a skilled nursing home, or elsewhere;

"(6) medical care, or any other type of remedial care recog-
nized under State law, furnished by licensed practitioners within
the scope of their practice as defined by State law;

" 7j home health care services;
" 8 private duty nursing services;
" 9 clinic services;
" 1 dental services;

physical therapy and related services;
12 prescribed drugs, dentures, and prosthetic devices; and

eyeglasses prescribed by aphysician skilled in diseases of the
eye or by an optometrist, whichever the individual may select;

"(13) other diagnostic, screening, preventive, and rehabilitative
services;



"(14) inpatient hospital services and skilled nursing home serv-
ices for individuals 65 years of age or over in an institution for
tuberculosis or mental diseases; and

"(15) any other medical care, and any other type of remedial
care recognized under State law, specified by the Secretary;

except that such term does not include-
"(A) any such payments with respect to care or services for

any individual who is an inmate of a public institution (except as
a patient in a medical institution); or

"(B) any such payments with respect to care or services for
any individual who has not attained 65 years of age and who is
a patient in an institution for tuberculosis or mental diseases.

"(b) The term 'Federal medical assistance percentage' for any State
shall be 100 per centum less the State percentage; and the State per-
centage shall be that percentage which bears the same ratio to 45 per
centum as the square of the per capita income of such State bears to
the square of the per capita income of the continental United States
(including Alaska) and Hawaii; except that (1) the Federal medical
assistance percentage shall in no case be less than 50 per centum or
more than 83 per centum, and (2) the Federal medical assistance per-
centage for Puerto Rico, the Virgin Islands, and Guam shall be 55 per
centun. The Federal medical assistance percentage for any State
shall be determined and promulgated in accordance with the provisions
of subparagraph (B) of section 1101 (a) (8) ; except that the Secretary
shall promulgate such percentage as soon as possible after the enact-
ment of this title, which promulgation shall be conclusive for each of
the six quarters in the period beginning January 1, 1966, and ending
with the close of June 30, 1967."

(b) No payment may be made to any State under title I, IV, X,
XIV, or XVI of the Social Security Act with respect to aid or assist-
ance in the form of medical or any other type of remedial care for
any period for which such State receives payments under title XIX
of such Act, or for any period after December 31, 1969.

(c) (1) Effective January 1, 1966, section 1101 (a) (1) of the Social
Security Act is amended by striking out "and XVI" and inserting in
lieu thereof "XVI, and XIX".

(2) Section 1109 of such Act is amended to read as follows:

"AMOUNTS DISREGARDED NOT TO BE TAKEN INTO ACCOUNT IN DETERMINING
ELIGIBILITY OF OTHER INDIVIDUALS

"SEc. 1109. Any amount which is disregarded (or set aside for
future needs) in determinmg the eligibility of and amount of the aid
or assistance for any individual under a State plan approved under
title I, IV, X, XIV, XVI, or XIX shall not be taken into considera-
tion in determining the eligibility of and amount of aid or assistance
for any other individual under a State plan approved under any other
of such titles."

(3) Effective January 1, 1966, section 1115 of such Act is amended
by striking out "or XVI" "or 1602", and "or 1603" and inserting in
lieu thereof "XVI, or XIX", "1602, or 1902", and "1603, or 1903",
respectively.



PAYMENT BY STATES OF PREMIUMS FOR SUPPLEMENTARY
MEDICAL INSURANCE

Authorizes Federal financial partici- SEC. 122. Sections 3(a), 403(a), 1003(a) 1403(a), and 1603(a) of
pation in expenditures by State under the Social Security Act are each amende by inserting "premiums
OAA, Aid and Services to Needy Families under part B of title XVIII for individuals who are recipients of
With Children, Aid to the Blind, and,Aid money payments under such plan and other" after "expenditures for"
to the Permanently and Totally Disabled in the parenthetical phrase aprig in so much of paragraph (1)
for premiume paid for supplementary medical thereof as precedes clause (A), and in the parenthetical phrase
insurance. appearing in paragraph (2) thereof.

TITLE I1-OTHER AMENDMENTS RELAkTING TO
HEALTH CARE

PART 1-MATERNAL AND CRIU HEALTH AND CRIPPLED

C LIN'S SERVICES

INCREASE IN MATERNAL AND CHILD HEALTH SERvICES

SEC. 201. (a) The first sentence of section 501 of the Social Security
Act is amended by strikie ut "$40 000,000" and all that follows and
inserting in lieu thereof "V5000, 00 for the fiscal year ending June
30, 1966, $50,000,000 for the fiscal year nding June 30, 1967,
$55,000,000 for the fiscal year ending June 30,1968, 55,000,000forthe
fiscal year ending June 30, 1969, and $60,000,000 for the fiscal year
ending June 30,1970, and each fiscal year thereafter."

(b) Section 504 of such Act is amended by adding at the end
thereof the following new subsection:

"4(d) Notwithstanding the preceding provisions of this section, no
payment shall be made to any State thereunder for any period after
June 30, 1966, unless it makes a satisfactory showing that the State is
extending the provision of maternal and child health services in the
State with a view to making such services available by July 1, 1975, to
children in all parts of the State."

INCREASE IN CRIPPLED CHILDREN'S SERVICES

SEC. 202. (a) The first sentence of section 511 of the Social Security
Act is amended by striking out "$40,000,000" and all that follows and
inserting in lieu thereof "$45,000 000 for the fiscal year ending June
30, 1966, $50,000,000 for the fiscal year ending June 30, 1967,
$55,000,000 for the fiscal year ending June 30, 1968, $55,000,000 for the
fiscal year ending June 30, 1969, and $60,000,000 for the fiscal year
ending June 30,1970, and each fiscal year thereafter."

(b) Section 514 of such Act is amended by adding at the end
thereof the following new subsection:

"(d) Notwithstanding the preceding provisions of this subsection,
no payment shall be rnae to any State thereunder for any period after
June 30, 1966, unless it makes a satisfactory showing that the State
is extending the provision of crippled children's services in the State
with a view to making such services available by July 1, 1975, to
children in all parts of the State."

TRAINING OF PROFESSIONAL PERSONNEL FOR THE CARE OF CRIPPLED
CHILDREN

SEC. 203. (a) Part 2 of title V of the Social Security Act is amended
by adding at the end thereof the following new section:


