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MEMORANDUM 

COMMITTEE ON WAYS AND MEANS 
U.S. HOUSE OF REPRESENTATIVES 

WASHINGTON, D.C. 20515 

September 7, 1972 

To: Mr. Paul Miltich 

From: 

Re: 

Office of Honorable Gerald R. Ford 

Office of Minority Counsel 

Telephone request 

In response to your telephone request earlier today, 
we are sending material relating to proposals affecting 
nursing homes and similar institutions under H.R. 1 as 
passed by the House. In addition to a Committee Print 
summarizing the House-passed bill, there is a Xerox copy 
of more elaborate explanations of pertinent provisions 
from the House Report on H.R. 1. Also enclosed is a sum
mary of tentative modifications in these proposals made by 
the Senate Finance Committee. 

This a large amount of material, but we have attempted 
to highlight the particular provisions which are likely to 
be of greater interest to you, and a further condensation 
of these provisions may be found in a marked section of re
marks (copy also enclosed) by Mr. Byrnes on the House floor 
during debate on H.R. 1. 

As noted earlier in our telephone conversation, the 
Chairman of our committee has indicated that further con
sideration of various national health insurance proposals 
will not be possible this year. The Committee held 4 1/2 
weeks of public hearings on these measures late in 1971. 
When the Committee does resume deliberations on national 
health insurance, it undoubtedly will again review the 
medicare and medicaid programs. 

If you have any questions about the enclosed material, 
or if we may be of further service in any additional way, 
please let us know. 
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SUMMARY OF PROVISIONS OF H. R. 1 
THE "SOCIAL SECURITY AMENDMENTS OF 1971" 

As REPORTED TO THE HousE OF REPRESENTATIVES ON MAY 26, 1971 
(HousE REPORT No. 92-231) 

I. PROVISIONS RELATING TO THE SOCIAL SECURITY 
CASH BENEFITS PROGRAM 

Five-percent increase in social security benefits.-Social security 
benefits would be increased by 5 percent. The minimum benefit 
would be increased from $70.40 to $74.00 a month. The average 
old-age insurance benefit payable for the effective month would 
rise from an estimated $133 to $141 a month and the average 
benefit for aged couples would increase from an estimated $222 to 
$234 a month. Special benefits for persons age 72 and over who 
are not insured for regular benefits would be increased from $48.30 
to $50.80 for individuals and from $72.50 to $76.20 for couples. 

Effective date.:-Benefits payable for June 1.972. 
Number of people affected and dollar payments.-27.4 million 

beneficiaries would become entitled to higher payments and 
16,000 people would be made newly eligible. About $2.1 billion in 
additional benefits would be paid in the first full year.* 

· Automatic i'licrease in benefits, the contribution and benefit base, and in 
the earnings test 

(a) Increases in benefits: 
Social security benefits would be automatically increased ac

cording to the rise in the cost of living. Increases could occur only 
once a year, provided that the Consumer Price Index increased 
by at least 3 1percent and that legislation increasing benefits had 
neither been enacted nor become effective in ... the previous year. 

(b) Increases in contribution and benefit base: 
In any year in which an automatic benefit increase becomes 

effective, the social security contribution and benefit base would 
- be automatically increased according to the rise in average wages 

covered under the social security program (if wage levels had gone 
up sufficiently). · . 

• Hereinafter the first·full year, when referring to the effects of changes In the social security cash benefits 
or medicare programs, refers to the 12 months beginning July 1972. 

(1) 
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(c) Change in earnings test: . 
In any year in which an automatic beD;efit mcrease becomes 

effective, the exempt am~mnt under the retirement test w?uld. be 
automatically increased m the same ~anner as th~ co_ntributwn 
and benefit base is increased-accordmg to the nse m average 
wages covered ?Y the pr?gra~. . 

Effective date.-Fnst possible mcrease effective for January 1974. 
Special minimum primary insurance amounts 

A special minimum benefit would be provided for people who 
worked for 15 or more years under social security. The benefit would 
be equal to $5 multiplied by the number of years of coverage the per
son has under the social security program, up. to a ~9:ximum of 30 
years. The highest minimum benefit under this proVIsion would .be 
$150 for a person who had 30 or more years of cov.erage. The. special 
minimum would not be raised under the automati? benefit mcrease 
provisions. 

Effective date.-January 1972. 
Number of people affected and dollar .payments.-300,000. I?eop~e 

would get increased benefits on the effective date and $30 mllhon m 
additional benefits would be paid in the first full year. 
I ncr eased widow's and widower's insurance benefits 

A widow (or. widower), including those already on the rolls, would 
be entitled to a benefit equal to 100 percent of the amount her deceased 
husband would be receiving if he were still living. Benefits applied 
for before age 65 would be reduced according to the widow's age at 
the time of application. 

Effective date.-January 1972. 
Number of people affected and dollar payments.-3.4 million people 

would receive increased benefits on the effective date, and $764 mil
lion in additional benefits would be paid in the first full year. 
Increased benefits for those who delay retirement beyond age 65 

A worker's old-age benefit would be increased by 1 percent for each 
year 0{2 of 1 percent for each month) in which the worker between 
ages 65 and 72 does not receive benefits. because he is wo_r~ing after 
age 65. No increased benefit :would be paid under the provisiOn to the 
worker's dependents or surVIvors. 

Effective date.-Prospective only for computations and recomputa-· 
tions after 1971 based on earnings after 1970. 

Number of people affected and dollar payments.-400,000 people 
would receive increased benefits, and $11 million in additional benefits 
would be paid, in the first full year. __ 
Age-62 computation point for men. 

Under present law, the method of computing benefits for men and 
women differs in that years up to age 65 must be taken mto account 

3 

in determining average earnings for men, while for women only years 
up to age 62 must be taken into account. Also, benefit eligibility is 
figured up to age 65 for men and up to age 62 for women. Under the 
bill, these differenees, which provide special advantag~:,s for women, 
would be eliminated by applyi11g the same rules to men as now apply 
to women. 

The new provision would become effective over a 3-year transition 
period. The number of years used in computing benefits for men would 
be reduced in three steps. Men who reach age 62 in 1972 would have 
only years up to age 64 taken into account; men who reach age 62 
in 1973 would have only years up to age 63 taken into account; men 
reaching age 62 in 1974 or later would have only years up to age 62 
taken into account in determining average earnings. The number of 
quarters of coverage needed for insured status for men would also be 

. reduced in three steps, with the first step in the reduction effective 
for January 1972 and subsequent reductions in 1973 and 1974. 

Eifect1:~'e date.-J>rospective only, in 3 annual steps, becoming fully 
effeetive for men reaehing 6:? in 1974 and after. 

Dollar payments.-$6 million in additional benefits would be paid 
in the first full year. 
Additiorwl dropout years 

One additional year of low earnings-in addition to the 5 years 
provided under present law-for each 15 years of covered work could 
be dropped in computing the average monthly wage on which benefit 
amounts are based. 

Effective date.-Benefits payable on the basis of the earnings of 
people who reach age 62 or die after 1971 or whose first month of 
entitlement to disability insurance benefits is after December 1971. 

Dollar payments.-$17 million in additional benefits would be 
paid in the first full year. 
Election to receive actuarially reduced benefits in one category not to be 

applicable to certain benefits in other categories 
Under present law, when a person receives a benefit in one benefit 

cate~ory that is reduced because it is taken before age 65, and also 
receives another benefit in a different benefit category beginning with 
the same month or a later month, the second benefit is generally re
duced to reflect the reduction in the first benefit. For example, when a 
woman applies for a retirement benefit prior to age 65, it is reduced 
under the actuarial reduction formula; if she applies for a spouse's 
benefit at age 65 or later, it is reduced to take account of the fact 
that she took her retirement benefit early. The bill would Pliminate 
the actuarial reduction of the spouse's benefit in such cases. The same 
rule would apply to men wtitled to dependent husbands' benefits. 

Effective date.-The sixth month following the month of enactment. 
Number of people affected and dollar payments.-100,000 people would 

receive increased benefits on the effective date, and $20 million in addi
tional benefits would be paid in the first full year. 

62-854 0 - 71 - 2 
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O(JTT/,putation of b~fits based on c~ined earnings 
A working. me.rried couple each of whom had at least 20 years of 

cove!ed earnmgs undbr the program after marriage could have their 
earrungs for. each year combined up to the maximum amount of 
taxab!e earrungs for that year. If th.ey elected to have their earnings 
combmed, each member would recetve a benefit equal to 75 percent 
of t~e. benefit based on their combined earnings. Payments to the 
survtvmg spouse based on the combined earnings ·would continue 
at the 75-percent rate. Dependents' and other survivors' benefits 
would not be affected. The provision would . be an. alternative to 
present Iaw and would apply only if higher payments would result. 

Effectwe date.-Prospecttve only for people who attain age 62 in or 
after January 1972. 
. DoUar payments.-$1t" million in additional benefits would be paid 
m the first full year. 
Liberalization of the retirement test 

.The a~ount tha~ a bene~ciary under age 72 may earn in a year and 
sttll be patd full soctal securtty benefits for the year would be increased 
from the present $1,680 to $2,000. Under present law benefits are 
reduced by $1 for e~ch $2 of earnings between $1680 a~d $2880 and 
for each ~1 of earnmgs above $2880. The bill would provide for a 
$1 reductiOn for each . $2 of all earnings above $2000; there would 
be }J-O $1-for-$1 reductiOn as under present law. Also in the year in 
wh~ch a pers<?n attains age 72 his earnings in and aft~r the month in 
which ~e .attat!ls age 72 wo~ld not be included, as under present law, in 
determu~mg hts total earrungs for the year. 

Effect·we date.-Taxable years ending after 1971. 
Number of people affected and doUar payments.-In the first full year 

700,000 people would receive increased payments and 390,000 peopl~ 
who.~et no payments und~r present law .cc;mld get some payments. 
Addtttonal benefits amountmg to $484 mtlhon would be paid in the 
first full year. 
Reduced benefits for widowers at age 60 

'Yidowe.rs under age 62 could be paid reduced benefits (on the same 
basts as .. Widows under present law) starting as early as age 60. 

Effectwe date.-January 1972. 
Childhood disability benefits 

Chil.dhood disa_bility benefits would be paid to the disabled child 
of an msured retrre{l, deceased, or disabled worker, if the disability 
beg~~ before age 22, rather than before 18 as under present law. In 
additiOn, a person 'Yho \~as entit~ed to childhood disabilit;r benefits 
could ~eco~e re-e.nt1tled 1f he agam becomes disabled withm 7 years 
after his. pnor entitlement to such benefits was terminated. 

Effectwe date.-January 1972. 
Number of people affected and doUar pa.yments.-13 000 additional 

people would become Immediately eligible for benefits ~n the effective 
date, and $14 million in additional benefits would be paid in the first 
full year. 

Continuation of student's benefits through end of semester 
Payment of benefits to a child attending school would continue 

through th~ end of the semester or quarter in which the student 

(including a student in a vocational school) attains age 22 (rather 
than the month before he attains age 22) if he has not received, or 
completed the requirements for, a bachelor's degree from a college or 
university. 

Effective date.-January 1972. · · .· 
Number of people. affected and . dollar payments.-55,000 students 

would have their benefits continued beyond age 22, and $16 million 
in additional benefits would be paid, in the first full :year. 
Benefit-eligibility requirements for a. child adopted by an old-age or dis-

ability insurance beneficiary · 
The provisions of present law relating to eligibility requirements 

~or child's benefi~s ~n the case of adoP.tion by old-age and ~isability 
msurance benefimaries would be modified to make the requrrements 
uniform in both cases. A child adopted after a retired or disabled 
worker becomes entitled to benefits would be eligible for child's bene
fits based on the worker's earnings if the child is the natural child or 
stepchild of the worker or if (1) the adoption was decreed by a court 
of competent jurisdiction within the United States, (2) the child 
lived with the worker in the United States for the year before the 
worker became disabled or entitled to an old-age or disability insur"' 
ance benefit, (3) the child received at least one-half of his support 
from the worker for that year, and (4) the child was under age 18 at 
the time he began Jiving with the worker. . . 

Effective date . .,-January 1968. 
Nontermination of child's benefits by reason of adoption 

A child's benefit would no longer stop when the child is adopted. 
Effective date."'---Month of enactment. 

Elimination of the support requirements for divorced W(Jm,en 
Under present law, benefits are payable to a divorced wife age 62 or 

older and a divorced widow age 60 or older if her marriage lasted 20. 
years before the divorce, and to a surviving divorced mother. In order 
to qualify for any of these benefits· a divorced woman is required to 
show that: (1) she was receiving at least one-half·of her support from 
her former husband, (2) she was receiving substantial contributions 
from her former'· husband pursuant to '8. written agreement, or (3) 
there was a court order in effect providing for substantial; contribu
tions to her support by her former husband. The.bill wnuld eliminate 
these support requirements for divorced 'wives, divorced widows; and 
surviving divorced mothers. . · • .. 

Effective date.-January 1972. · · ··. , . · 
Number of people affected and dollar payments.-10,000 additional 

women would become ill).mediately eligible for be~~fits on 'the effec
tive date, and $18 million in additional benefits would be paid in the 
first full year. 
Waiver of duration-of-marriage requirement in Ca$e of remarriage 

The duration-of-marriage requirement in present law for entitlement 
to benefits as a worker's widow, widower, or stepchild-that is, the 
period of not less than nine months immediately prior ,to. the day pp 
which the wo*er died that is n·ow required (except. .where qeath ;was 
'accidental or in the line of duty in the uniformed serVice, m which. case 
the· J?eriod is. tht(le. :r_n,onths~-:-would be wa~ved: in c~~s whe:.;e' • t.he 
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'!ork~r and his SP,ouse .were previously married, divorced, and remar
ried, i! they were. married .a.t the time of. the worker's death and if the 
duratiOn-of-marna.. ge reqmrement would have been met at the time of 
the divorce had the worker died then. 

Effective date.-January 1972. 
Disability insured status for individuals who are blind 

Under pre3ent law, ~o be insured for disability insurance benefits a 
worker must be fully msured and meet a test of substantial recent 
covered work (generally ?O q~arter3 of coverage ~n t.he period of 40 
calendar quarters precedmg disablement). The bill would eliminate 
th.e test of recent attachment to covered work for blir1d. people· thus a 
!>lmd person '_Vould be insured for disability benefits if he is fully 
msured-that Is, he has as many quarters of coverage as the number of 
~alendar yeara that elapseq afte~ 1950 (or the year he reached age 21, 
If later) ~nd up to the year m whwh he became disabled. 

Effectwe date.-January 1972. 
!Vumber of people affected .and dol!ar payments.-30,000 additional 

people would become Immediately ehgible for benefits on the effective 
date, and $29 million in additional benefits would be paid in the first 
full year. 

Wage credits for members of the uniformed services 
P~esent law provi~es for .II; social security noncontributory wage 

cred1t of up to $300, m addition to contributory credit for basic pay 
f<?r each cal~D;dar quarter of military service after 1967. Under tli~ 
b~l, the add1~10nal ~oncontrib.utory wage credits would also be pro
VIded for serviCe durmg the periOd January 1957 (wh~n military service 
came under contributory social security coverage) through December 
1967. . . 

Effective date.-January 1, 1972. 
Number of people affected and dollar payments.-130,000 additional 

pe.oi?le ~vould _r~ceive larger benefits on the effective date, and $39 
milhon m additiOnal benefits would be paid in the first full year. 
Reduction in waiting period for disability benefits . 

. The present 6-month period throughout which a person· must be 
disabled before he can be paid disability benefits would be reduced by 
one month (to 5 months). 

Effective date.-January 1972. 
N1tmber . of people affected and doUar payments.-950,000 p~ople 

would recetve mcreased benefits, and $105 million in additional bene
fits would be paid, in the first full year. 
!Jisability insurance benefits applications filed after death 

Disability insurance benefits (and dependents' benefits based on a 
":orker's entill~ment .to di.sability ~en~fits) would be. paid to the 
d1sabled workers survivors 1f an apphcahon for benefits Is filed within 
3 mo~ths af~e! the worker's death, 01 within 3 months after enactment 
of this proVIsion. 

Effective date.-For deaths occurring after 1969. 
Disability benefits djfected by the receipt of worlcmen' s compensation 

Under present law, social security disability benefits must be 
~duced when workmen's compensation is also payable if the com
bmed PRYJI!enfs exceed 80 percent of the worker's average current 
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earnings before disablement. Average current earnings for this purpose 
can be computed on two different bases and the larger amount will 
be used. The bill adds a third alternative base, under which a worker's 
average current earnings· can be b1;1.sed on the one year of his highest 
earnin~ in a period consisting of the year of disablement and the five 
, precedmg years. . 

Effective date.-January 1972. 
, Number of people affected and dollar payments.---:-65,000 people 
would receive increased benefits on the effective date, and $4 million in 
additional benefits would be paid in the first full year. · 
Optional determination of self-employment earnings 

Self-employed persons could elect to report for social security 
purposes two-thirds of their gross income from nonfarm self-employ
ment, but not more than $1,600. (This optional method of reporting 
is similar to the option available under present law for farm self
employment.) A regularity of coverage requirement would have to be 
met and the option could be used only five times by any individual. 

Effective date.-Taxable years beginning after 1971. . · .· 
Payments by an employer to the survit'or or estate of a former employee 

Amounts earned by an employee which are paid after the year of 
his death to his survivors or his estate would be excluded from coverage. 
Under present law, such wages are covered and social security taxes 
must be paid on these wages but the wages cannot be used to deterririne 
eligibilit;r for or the amount of social security benefits. 

Effectwe date.-January 1972; · 
Coverage of member8 of religi()'IM orders who are u?ukr a vow of poverty 

Social security coverage would be made available to members of 
religious orders who have taken a vow of poverty, if the order makes an 
irrevocable election to cover these members as employees of the 
order. · · 

Effective date.-Upon enactment. 
Self-employment income of certain individuals living temporarily outside 

the United States 
Under present law, a U.S. citizen who retains his residence in the 

United States but who is present in a foreign country or countries for 
approximately 17 months out of 18 consecutive months, must exclude 
the first $20,000 of his earned income in computing his taxable income 
for social security and income tax purposes. The bill would provide 
that U.S. citizens who are self-employed outside the U.S. and who 
retain their residence in the United States. would not exclude the first 
$20,000 of earned income for social security purposes and would com
pute their earnings from self-emploYIIlent for social security purposes 
m the same way as those who are self-employed in the U.S. 

Effective date.-Taxable years beginning after 1971. 
Penalty for furnishing false information to obtain a social security 

number 
Provides criminal penalties when an individual furnishes false in

formation in applying for a social security number with intent to 
deceive the Secretary as to his true identity. 
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Trust fund expenditures for rehabilitation services 
PJ:ovides an increase in the amount of social secu~ty t~ust fund 

momes that may be used to pay for the costa of reha.bllitatmg social 
security disability beneficiaries. The amount would be increased from 
1 percent of the previous year's disability benefits (as under present 
law) to 1~ percent for fiscal year 1972 and to 1}' percent for fiscal 
year 1973 and subsequent years. 

DoUar payments.-Additional payments for the cost of vocational 
rehabilitation services would amount to $17 million in the first full 
year. 
Other OASDI amendments 

Other changes relate to social security coverage of policemen and 
firemen in Idaho, public hospital employees in New. Mexico, Federal 
Home Loan Bank employees, employees of the Government of Guam, 
and students employed by certain nonprofit organizations; retroactive 
pa.~ents for certain disabled people; social security benefits for a. 
child entitled on the earnings record of more than one worker; benefits 
for certain dependent grandchildren; recomputation of benefits to 
survivors of a. deceased worker who was entitled to both social security 
and railroad retirement benefits; authorization for the Managing 
Trustee of the social security trust funds to accept money gifts or 
bequests; and preserving the amount of a. family's benefit when the 
worker's benefit is increased. 

II. PROVISIONS RELATING TO MEDICARE, MEDICAID, 
AND MATERNAL AND CHILD HEALTH 

A. ELIGIBILITY AND PAYMENT FOR BENEFITS 

. Extending health insurance protection to disabled beneficiarie8 
Health insurance protection under title XVIII would be extended 

to persons entitled to monthly cash benefits under the social security 
and railroad retirement programs because they are disabled, after 
they have been entitled to disability benefits for at least two years. 

E:.ffective date.-Juiy 1972. 
Number of teople affected and dollar payments.-About 1.5 million 

disabled socia security and railroad beneficiaries would be eligible for 
both l)o~p~t~l penef}ts and_p~ysicia!l coye:t:age u_n~er _me~i_care._ About 
$1.85 billion m benefits would be paid on behalf of disabled bene

. ficia~ies in the first full year of the program. 
Hospital in8'¥rame for the unin.<mrul . 

People reaching age 65 who are ineligible for hospital insurance 
benefits under medicare would be able to enroll, on a voluntaty basis, 
for hospital insurance coverae:e under the same conditions ·under 
which .peopl~ can enroll under'· the supplementary medical insurance 
part of. medicare. Those who enroll. w~mld pay the full cost: ?f the 
pro~ction-$3~ a month a:t the begmnu~g o! the program-nsmg as 
hC?sp1tal cosls nse. States and other ?rgamzahons, through agreeme!lts 
With the Secretary, would .be permitted to purchase such protection 
on a group basis for their retired (or a<~tive) employees age 65 or over. 

Effer.ti.ve date.-Ja.nuary 1972. 
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Amount of .sv~ntary meduaJ, in.tUrance prmium 
The supplementary medical insurance premium will be determined 

as under present law for months through Julie 1972 ($5.30 through 
June 1971 and $5.60 from July 1971 through June 1972:) Thereafter, 
the Secretary of Health, Education, and Welfare would, a.S under 

·present law, determine and promulgate for each year a. monthly 
enrollee premium for both aged and disabled. However, the enrollee 
premiums would be increased only in the event of the enactment of 
legislation providing for a general benefit increase or in the event of 
an automatic general benefit increase. In any given year, the premium 
would rise by no more than the percent~e by which cash benefits 
had been increased across the board in the mterval since the premium 
was last increased. The premium amount paid by the beneficiary 
would never exceed one-half of total program costs. 

Effective date.-July 1972. 
Change ia wpplementary medU;aJ, in.sura.nce deductible 

The Medicare part B deductible, currently $50 per year, would be 
· increased to $60. · 

Effective date.-Ja.nuaty 1972. 
Coinsurance under hospital insurance and the lifetime rellerve 

· Coinsurance equal to one-eighth of the inpatient hospital deductible 
·would be imposed for eaeh day of inpatient hospital coverage during a 
benefit _period be~nning with the 31st day and continuing through 
the 60th day. This- ·amoun't is now $7.50, but would increase as the 
inpatient hospital deductible increases (as hospital costs rise) . .(Coin
surance for th~ 61st through the 90th day would remain equal to one
fourth of the inpatient hospital deductible.) The lifetime reserve, 
under which the beneficiary pays one-half of the hospital deductible, 
would be increased from 60 days to 120 days . 

Effective date.-Hospital stays beginning after 1971. 
Automatic enrollment for supplementary medical insurance 

People entitled to hospital insurance benefits would be automatically 
enrolled and covered for supplementary medical insurance benefits 
unless they indicate they do not want to be enrolled for such coverage. 

Effective date.-January 1972. 
Incentives f<»' ~prehensi.ve care under medU;aid 

Incentives would be created for States to contract with health 
maintenance organizations or similar facilities. At the same time, 
disincentives woUld be provided to discourage prolonged stays in insti-' 
tutions. Specifically, there would be-

. (1) an increase of 25 percent {up to maximum of 95 percent) 
in the Federal Medicaid matching percentage to States under 
contract with HMO's or other comprehensive nealth care facilities; 

(2) a. decrease in the Federal medical assistance percentage by 
one-third after the first 60 days of care in a general or TB 
hospital; · 

(3) a. reduction in the Federal percentage by one-third after 
the 6rst 60 days of care in a. skilled nu.rSing home unless the State 
establishes that it has an effective utilization review program; 
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(4) a. decrease in Fed.eral matchin~.by one-third after 90 d~ys 
of care in a. mental hospttal and proVISion for no Federal ma.tchiDg 
after 275 additional days · of such care during an individual's 
lifetime ex~ept that the 90-day period may be extended for an 
additiona~ 30 \days if a doctor cert~es that t~e patient ~11. be~efit 
therapeutically from such an addtt1onal penod of hosp1tahzat10n; 
and · 

(5) authority for the Secretft.ry to c~rlJ.ute a reasonable cost 
differential for reimblll'$ement between · ed nlll'$ing homes and 

. intern:iediate care facilities. . 
Effective date.-July 1, 1971, except that the reasonable cost differ-

• ential provision would be effective January 1, 197~. · 
, Oost sharing under medicaid . 

The Secretary of Health, Education, and Welfare would be able to 
require the payment of a. premium, related to income, for those 
-eligible as medically indi~ent (non-cash recipients) under a State 
medicaid program. In addition, states would be permitted to impose 
a nominal cost sharing with respect to cash recipients, but applying 
only to services not required to be provided under the State program. 
States could apply copayment provisions to the medica.lly indig~n.t 
which are not related to 1ncome. '· 

Effective date. -July 1, 1972. 
Determination of payments under medicaid 

Families eligible for cash assistance would have a deductible under 
medicaid equal to one-third of the family's earnings above $720 
(after deducting the earnings of school children and any costs of re
quired child care) less the difference between the medicaid standard 
and the payment standard, if any, in that State. All States would be 
required to impose such a. deductib]e. Any family -with income belQw 
the -State medicaid standard would be eligible for medic.l1id assistance. 
· Effective date.-July 1, 1972. 

Relationship between medicare and Federal employees benefits 
Effective with January 1, 1975, no paymenl would be made und{')r 

medicare for the same serviees covered under a Federal employees 
health benefits plan, unless in the meantime the Secretary of Health, 
Education, and Welfare certifies that such phm or the Federal em
ployees health benefit::>' p10gram has been modified to inake available 
coverage supplementary to medicare benefi,_ts and that Federal em
ployees and xetirees age 65 and over will continue to have the benefit 
of a contribution toward their health insurance premiums from either 
the Government or the individual plan. 

·Effective dai~.-January 197~ 
MediCare bem.fits for people living nea;r United States border 

Medicare benefiCiaries living in border areas of the United States 
would be entitled to covered inpatient hospital care-outside. the United 
States if the hospital they use is closer to their residence than a com:.. 

I . para~le United States ho~pit~l and if it has been accredited ~y a 
hosp1tal approval program W1th standards comparable . to medicare 

I standards. Coverage would also be extended in these cases to physi
. cians' and ambulance services furnished in conjunction with covered 

foreign ~ospita.l care. . · · 
EffecttfJ6 date.-Ja.nuary 1972. . , . · 
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B. IMPROVEMENTS IN OPERATING EFFECTIVENESS 

Limitatitm on Federal particVpatien f!w capital ezpenditure<J 
Reimbursement amounts to providers of health services and health 

maintenance organizations under the medicare, medicaid, and ma
ternal and child health programs for capital costs, such as depreciation 
and interest, would not be made with respect to large capital expendi
tures which are inconsistent with Stale or local health facility plans. 
States would be required to establish procedures by which a facility 
or organization proposing a capital expenditure may appeal a decision 
by a. planning agency. 

Effective date.-July 1972 (or ear1ier if requested hy a State). 
E:r.perim6nts and demonstrati011 projects in pruspertil~e reimbursement amd 

incentives for econqmy 
· The Secretary of Health, Education, and Welfare would be required 

to develop experiments and demonstration projects designed to test 
various methods of making payment to providers of services on a 
prospective basis under the medicare, medicaid, and maternal and 
child health programs. In addition, the Secretary would be authorized 
to conduct experiments with methods of payment or reimbursement 
desi~ed to increase efficiency and economy (including payment for 
serVIces furnished by organizations providing comprehensive, mental, 
or ambulatory health care services); with areawide or communitywide 
peer review, utilization review, and medical review mechanisms; and 
with performance incentives for intermediaries and carriers. 

Effective date.-Enactment. 
Limits on costs r~ogniud as reasonable 

The Secretary of Health, Education, and Welfare would be given 
authority to establish and promulgate limits on provider costs to be 
recognized as reasonable under medicare based on comparisons of the 
cost of covered services by various classes of providers in the same 
geograJ?hical area. Hospitals and extended care facilities could charge 
beneficiaries for the costs of services in excess of those that are found 
necessary to the efficient delivery of needed health services (except 
in the case of an admission by a physician who has a financial interest 
in the facility). 

Effective date.-July 1972. 
Limits on prevailing charge levels . 

Physicians' char~es determined to be reasonable under the present 
criteria. in the mediCare, medicaid, and maternal and child health la\v 
would be limited by providing: (a) that after December 31, 1970, 
medical charge levels recognized as 1uevailing may not be increased 
beyond the 75th percentile of actual charges in a locality during the 
ca.lendar year elapsing prior to the start of the fiscal year; (b) that for 
fiscal year 1973 and thereafter the prevailing charge levels recognized 
for a locality may be increased, in the aggregate, only to the extent 
justi~ed by ~ndexes reflecting changes in cost~ of practi?e of physicians 
and m e~rnmgs le~els; a.~d (c) that for medtcal supphes, eqmpment, 
and serviCes that, m the JUdgment of the Secretary, generally do not 
vary significantly in quality from one supplier to another, charges 

62·854 0 • 71 • 3 
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allowed as reasonable may not exceed the lowest levels at which such 
SURplies, equipment, and services are widely available in a locality. 

The existing H;ealth Insurance Benefits Advisory Council is to 
conduct a study of the methods of reimbursement of physicians' fees 
under medicare and report to the Congress no later than July 1, 1972. 

Effectwe date.-(See provision.) 
Limit8 on skilled nursing lwme and intermediate care facility costs 

The average per diem costs for skilled nursing homes and inter
mediate care facilities countable for Federal financial participation 
under medicaid would be limited to 105 percent of such costs for the 
same quarter of the preceding year. Increases resulting from higher 
labor costs due to minimum wage legislation would not count in 
computing the cost figure. 

Effective date.-Ja.D.uary 1, 1972. 
Payrnmts to health maintenance organizations 

Medicare beneficiaries could choose to have all covered care, except 
emergency services, provided by a health maintenance organization 
(a prepaid _group health or other capitation plan). The Department 
of Health, Education, and Welfare would contract with such organi
zations, and would reimburse them on a monthly per .capita basis at .a 
rate equivalent to 95 percent of the estimated per cap1ta costs of medi
care beneficiaries in the area who are not enrolled in such organiza
tions. Profits accruing to the organization, beyond its retention rat.e 
for nonmedicare members, would be passed on to the medicare en
rollees in the form of expanded benefits. 

Effective date.-January 1972. 
Payments for services of teaching physicians 

Medicare would pay for the services of teaching physicians on the 
basis of reasonable costs, rather than fee-for-service charges, unless a 
bona fide private patient relationship had been established or the 
hospital had, in the 2-year period ending in 1967, and subsequently, 
customarily charged all patients and collected from at least 50 percent 
of patients on a fee-fot-service basis. Medicare payments would also be 
authorized on a cost basis for services provided to hospitals by the staff 
of certain medical schools. 

Effective date.-Accounting periods beginning aft.er ,June 30, 1971. 
Adva·nce approrol of extended care and Mm~ health seroir.P.s under medicare 

The Secretary of Health, Education, and Welfare would be author
ized to establish minimum periods of time (by medical condition) after 
hospitalization during which a patient would be presumed, for payment 
purposes, to require extended care level of services in an extended care 
facility. The attending physician would certify to the condition andre
lated need for the services. A similar provis1on would apply to post
hospital home health services. 

Effectw date.-January 1972. 
Termination of payrMnts to 1tuppliers of seT'V'iees who abme the medicare 

or tMdwid programs 
The Secretary of Health, Education, and Welfare would be siven 

authority to terminate payment for services rendered by a suppber of 
health and medical services found to be guilty of program abuses. 

Program review teams would be established to furnish the Secretary 
professional advice in carrying out this authorily. 
_ EffmiN 4ate.-Enaetmeut. · 
EliminatUm. of ~irement that States have comprehensi»e medicaid 

programs 
The existing requirement that States have comprehensive medicaid 

progt"ams by 1977 would be repealed. . 
Effective date.-Enactment. 

Reductions in care and seT'V'iees urukr medicaid 
The states would be permitted to eliminate or reduce the scope and 

extent of health services which arc optional under the Federal medicaid 
statute, e.g., outpatient drugs, eyeglasses and dental care. States 
would have to provide the same dollar amounts for their required 
health services. 

Effective date.-Enactment. 
State determinations of reasonable hospital costs under medicaid . 

States would be allowed to develop methods and standards for 
reimbursing the reasonable cost of inpatient hospital services. Such 
costs could not exceed medicare rates. 

Effective date.-July 1, 1972, or earlier if a State phl~ so provides. 
Governmmt payment no higher th,an charges 

Payments for institutional services under the medicare, medicaid, 
and maternal and child health programs could not be higher than the 
ch~~es :regularly made for these services. 

.lf.,J!ective date . .:.......July 1971. 
Institutional planning under mdicare 

Health institutions under the medicare program would be required 
to have a written plan reflecting an operating budget and a capital 
e~~diture budget. . 

.lf.,J!ective date.-=--sixth month following month of enactment. 
Federal matching for automated medicaid systems 

Federal matching for the cost of designing, developing, and installing 
mechanized clalms processing and information retrieval systems would 
be set at 90 percent and 75 percent for operation of such systems. 

Effective date.-July 1, 1971. 
Prohibition of reassignments 

Medicare (part B) and medicaid payments to anyone other than a 
patient, his physician, or other person providing the service, would be 
prohibited, unless the physician (or, in the case of medicaid, another 
type of practitioner) is required as a condition of his employment to 
turn over his fees to his employer or unless there is a contractual · 
arrangement between the physician and the facility in which the serv
ices were provided under which the facility bills for nll such services. 

E!fective date.-Enactment date for medicare; July 1, 1972 (or 
earlier at the option of the State) for medicaid. 
Institutional utilization review u'TUkr medicaid 

The same utilization review committees now reviewing medicare 
cases in hospitals and nursing homes would be required to · review 
medicaid cases in institutions utilized by medicare. · 
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Stupping payrnmt where hospital admi88ion not necessary u:rukr medicare 
If the utilization review committee of a hospital or extended care 

facility, in its sample review of admissions, finds a case where institu
tionalization is no longer necessary, payment would be cut off after 3 
days. This provision para1lels the provision in present law under which 
long-stay cases are cut off after 3 days when the utilization review 
committee determines that institutionalization is no longer required. 

Effective date.-Third month following the month of enactment. 
Use of health agencies in medicaid 

State medicaid programs would be required-
(1) To establish and implement plans, prek>ared by the State 

health agency, or other appropriate State medical agency, for the 
professional review of care provided to medicaid recipients, and 

(2) Provide that the State medical a~ency which licenses 
health institutions shall perform that funct10n for medicaid. 

Effective date.-July 1, 1972. 
Medicaid and comprehensive health care programs 

.! state medicaid plan would not be out of compliance if it arranged 
for medicaid care through a comprehensive health plan in one or more 
areas which provided more services than are generaJly provided under 
the State's medicaid plan. 

Effective date. -Enactment. · 
Program for determining qualifications for certain health care personnel 

The Secretary of Health, Education, and Welfare would be required 
to develop and employ proficiency examinations to determine whether 
health care personnel, not otherwise meeting specific formal criteria· 
now included in medicare regulations, have sllfficient training, experi
ence, and professional competence to be considered qualified personnel 
for purposes of the medicare and medicaid program. 

Effective date.-Enactment. 
Penalty for jrdudulent acts under medicare and medicaid 

Present penalty provisions relating to the making of a false state
ment or representation of a material fact in any application for medi
care payments would be broadened to include the soliciting, offering, 
or accept!j.nce of kickbacks or bribes, including the rebating of a por
tion of a.fee or a charge for a patient referral, by providers of health 
care services. The penalty for such acts would be imprisonment up to 
one year, a fine o~ $~0,000, or both. Similar penalty provisions would 
apply under medicaid. 

Anyone who knowingly and willfully makes, or induces the making 
of, a false statement of niate1ial fact with respect to the conditions 
and operation of a health care facility or home health agency in order 
to secure medicare or medicaid certification of the facility or agency, 
W<?uld be guilty of a misdemeanor punishable by up to 6 months' im
pnsonm~nt, a fine of not more than $2,000, or both. 

Effective date.-Enactment. 
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C. MISCELLANEOUS AND TECHNICAL PROVISIONS 

Phymal therapy and other therapy services under medicare · 
Under medicare's supplement!"'! medical insur~nce pro~am, up to' 

$100 per calendar yea.r of physical therapy serVIces furniShed by a 
licensed physical therapist in. his offic~ or the patient's home u~der 
a· physician's plan would be mcluded m covered charges. Hospitals 
and extended care facilities could provide physical therapy services 
under part B to inpatients who ~ave exhausted their days .of hospital 
insurance coverage. Where physical therapy and other ancillary serv
ices are furnished by a_ provider ~f servic_es, or by others under a.rra~ge
ments with the proVIder, medicare re1mbursemer:. to the provider 
woUld in all cases be based on a reasonable salary payment for the 
services. 

Effective date.-January, 1972. 
Coverage of BUpplies related to colostomies 

Medicare coverage would be provided for colostomy bags and sup
plies directly relate'd to colostomy care. 

Effective date.-Enactment. . . 
Ptosis bars 

Coverage would be provided under part B of Dl;edicare for ptos!s 
bar devices required for the care of indiVIduals suffermg from paralysis 
or atrophy of the eyelid muscle. 

Effective date.-Enactment. 
Intermediate care facilities under medicaid 

The ·provisions for OJ?tional coverage of inte~niedia~ care f~ilities 
would be moved from title XI of the Act (here 1t appbes, by reference 
to the cash assistance titles) to title XIX as an optional servi~e. 
Services in a public insti.tution for.the mentally retarqe~ c<?uld qu~y 
if the primary purpose IS to proVIde health or rehabllitation services 
and if the patient IS receiving active treatment. 

F$eciioe date.-January 1, 1972. · 
Coverage prior to application under medicaid 

States would be required to provide medicaid ~overage for ~are 
and services furnished in or after the third month pnor to the apphca
tion of an eligible person. 

Effective date.~uly 1, 1972. 
Certijicatilm of hospitalization for dental care 

A dentist would be authorized to ce!tify the ~ecessity f~r hosp_ita1:iza
tion to protect the health of a medicare patient who 1s hospitalized 
for a noncovered dental procedure. 

Effective date.-Third month after month of enactment. 
Grace period for paying medicare premium 

Where there is good cause for a medicar~ beneficiary's failure to 
pay supplementary medical insrira.nce premiums, an extended grace 
per!od of 90 days would be provided. · 
Effect~ dats.-Enactment. 
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Eztension of time for filing medicare claims 
The time limit for filing supplementary medical insurance claims 

wou~d. be e~tended where the medicare beneficiary's delay is due to 
adrmmstrative error. · 

Ejfective date.-Enactment. 
Waiver of enrollment period requirements where admin·istrat-ive e~ror i8 

involved . 
~eli~f .woul~ b~ provided whe_re adm!nistrative error has prejudieed 

!l-n mdiVldual s nght to enroll m medicare's supplementary medical 
msurance program. 

Effective date.-July 1966. 
Three-year limitation on medicare enrollment dropped 

Eligible beneficiaries would be permitted to enroll under medicare's 
supplementa!y medical i?-sl!rance program during any prescribed en
r~ll~ent penod. Beneficianes would no longer be required to enroll 
Wlthm 3 years following first eligibility or a previous withdrawal from 
the program. 

Effective date.-Enactment. 
Waiver of medicare overpayment 

Where incorrect medicare payments were made to a deceased 
~eneficiary,_ the liability. of survivors ~or repayment could be waived 
if the surVIvors were without fault m incurring the overpayment 

Effective date.-Enactment. · 
Medware fair hearings 

Fair hearings, held by medicare carriers in response to disagreements 
over amounts paid under supplementary medical insurance would be 
conducted only where the amount in controversy is $100 or more 

Effective date.-Enactment. · 
Collection of medicare premium by the railroad retirement board 

Where a person is entitled to both railroad retirement and social 
secu~ty 1p-onthly benefits, his premium payment for supplementary 
medical lllSurance benefits would be deducted from his railroad 
r~tirement b~nefit in all cases. The. Railroad Retirement Board is 
giVen ~u~hority to choose the carrier for part B benefits for its 
beneficianes. 

Effective date.-Applicable to premiums becoming due after the 
fourth month followmg the month of enactment. 
Prosthetic lenses furnished by optometrists 

The definition of phy~ician,. for J?Urposes of the medicare program, 
would _be amended to mcl~d~ a hcensed. doctor of. optometry, but 
only Wlth respect to estabhshmg the medical necessity of prosthetic 
lenses (~hich are already covered under the program). · 

Effectwe date.-Enactment. 
Social services requirement in extended care facilities . 

The present requirement for social services in extended care facili
ties under medicare would be removed. 

Effective date.-Enactment. 
Refund of excess premiums 

In t~e e~ent of the dea:th of a medicare beneficiary, a.ny hospital" 
o~ medicali?-surance premmms paid for any month after the month of 
hlS death Will be refunded to his estate or to a survivor 

Effective date.-Enactment. · 
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Waiving of r~uirement for skillea nursing homes in T1.1ral areas 

The requirement that skilled nursing homes under medicaid have 
at least one full-time re~stered nurse on the staff would be waived 
for ~p to one ~e~r at a time over a five-y!lar period where the skilled 
nursmg home Is m a rural area and certam other conditions are met 

Ejfective date.-Enactment. · 
Exemption of Christian Scientist sanatoriums from certain requirements 

under medicaid 
Christian Scientist sanatoriums under medicaid would be exempted 

from provisions in the bill which require certain health-related func
tions or conditions. 

Effective date.-Enactment. 
Req:uirements for nursing home administrators 

States would be permitted to provide under medicaid for a perma
nent waiver of a nursing home administrator who had been such an 
administrator for more than 3 years before the time the basic pro
vision became effective (July 1970). 

Effective date.-Enactment. 
Termination of Nursing Home Administration Advisory Council 

The National Advisory Council on Nursing Home Administra
tions under medicaid would be terminated. 

Effective date.-Thirty days after enactment .. 
Increase in limit on payments to Puerto Rico for medicaid 
T~e present limit o~ $20 million o~ ~he annual Federal payment for 

medicaid would be raiSed to $30 mdhon. The present matching rate· 
of 50 percent would be retained. 

Effective date.-Fiscal year 1972. 
Provider reimbursement review board under medicare 

.Providers of services, un?er certain circumstances, would· be per
mit~d to appeal to a review board (established by the Secretary 
specifically to conduct such reviews) from a decision of the fiscal 
intermediary concerning the amount of program reimbursement if 
the amount in controversy is at least $10,000. ' 
Chiropractors' services 

The Secretary of Health, Education, and Welfare would conduct a 
study of th~. ~esirability o~ covering chiropractors' services under 
~edicare, utilwng the expenments and experience under the medic
aid program.~ report ~n the study, inc~uding the experience of other 
programs P~Yl?-g for chrropractors' services, would be submitted to the 
Congress withm 2 years after enactment of the bill. · 

Ejfective date.-Enactment. . .· 
Extension of title V to American Samoa and the Trust Territory of the 

Pacific 
. The crippled children and maternal and child health provisions of 

title V of the Act would be extended to American Samoa and the Trust 
Territory of the Pacific. 

Effective date.-Fiscal years beginning after June 30, 1971. 
FINANCING OASDHI 

In ord.er to fin.an~e the changes in ~he OASDHI program as amended 
by the bill, the hmtt on taxable earnmgs would be increased to $10 200 
effective January 1972 and the following schedule of OASDI and HI 
tax rates would be provided: 
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SOCIAL SECURITY TAX RATES AND MAXIMUM ANNUAL SOCIAL SECURITY TAXES FOR EMPLOYEES, EMPLOYERS, 
AND SELF-EMPLOYED 

Employees and employers, each Self-employed 

OASDI, HI, Total, Maximum OASDI, HI, Total, Maximum 
percent percent percent tax percent percent percent tall 

Present law: 
0.6 5.2 $405.60 6.9 0.6 7.5 $535.00 19711 ••••.•••.•.•••••.. 4.6 . 

1972• ..••.•.•...••.••.. 4.6 .6 5.2 468.00 6.9 .6 7.5 675.00' 
197l-751 •....•..•••. --- 5.0 .65 5.65 508.50 7.0 .&5 7.65 688.50 
1976--791 •....•••••..... 5.15 .7 5.85 526.50 7.0 .7 . 7.7 693.00 
19110--86 ••....•••• -.. -.- 5.15 .8 5.95 535.50 7.0 .a 7.1 702.00 
1987 and after• ......... 5.15 .9 6.05 544.50 7.0 - .9 7.9 711.00. 

H.R. 1 (excludina effect-of 
the automatic adjustment 
provisions): 

4.6 .6 5.2 405.60 6. 9 ·.6 7.5 585.00 19711 .................. 7.5 765.00 1972-74• •••...•..•.•... 4.2 1.2 5.4 550.80 6.3 1.2 
197!>-76• ............... 5.0 1.2 6.2 632.40 7.0 1.2 8.2 836.40 
1977 and after • .•...••.. 6.1 1.3 7.4 754.80 7.0 1.3 8.3 846.60 

1 Tax rates apply to annual earn in as up to $7,800. 
s Tax rates apply to annual earnin&s up to ft,OOO. 
a Tax rates apply to annual earninp up to 10,200. 

1ST-YEAR BENEFIT COSTS AND NUMBER OF PERSONS AFFECTED BY OLD-AGE, SURVIVORS, DISABILITY, AND 
MEDICARE PROVISIONS OF H.R. 1 

ProviSion 

(Amounts In millions; numbers of persons in thousendal 

1st-year 
benefit 
costs I 

Present-law 
beneficiaries 
immediately 

affected • 

Newly 
eillible 

persons •· 

TtiiL, •• _ ••• _ ••••••••• ~---······--····•--····--······--· $5,438 •••••••••••••••••••••••••••• 
Cash benefit changes applicable to both present and future beneficiaries: 

5 percent benefit increase-effective June\972 . ................. . 
other cash benefit chanaes-aeneraliy effective January 1972: 

2, 073 27,400 •••••••••• ,,_11 

Retlrement test chances: 
$2,000 exempt amount;_lfor 2 above $2.~---··· -···-~-- 473 680 390 
Earnin&s in year of atta1nment o! aae 72 ................ .- 11 20 •••••••••••••• 

I ncreasad benefits for widows and widowers to 100 percent of 
· PIA (limited to OAIB)... ................................ 76414 ··-·····3·'·400···-········•••.·u 

Children disabled at a&es 18-21. ·············-···-·· ······· -
Noncontributory credits for military service after 1956......... 39 130 ............. . 
Election to receive laraer future benefits by certain beneficiaries 

eli&lble for more than 1 ectuarialiy reduced benefit.......... 20 100 ............. . 
Eliminate support requirement for divorced wives and survlvln& 

divorced wives.········---·············· · · ······-······ 18 ••.•••••••.•.• 10 
Student child's benefits continued after aae .22 to end of semes-

ter ••..•• ,.............................. . .............. 16 55 ............. . 
Special minimum PIA up to $150 ...••....•.. ;.. ............. 30 300 •••••••••••••• 
liberalized workmen's compensetion offset (80 percent of hlah 1 4 65 •••••••••••••• 

ul::S?iiid disaiiilitY"insi.iiiii Stiius jiioviiloii icirtiie iiilnci(ciiiiii. 
20/40 requirement) 29 •••••••••••• •• 30 

Increased allowance iorvocatioiiiirihibiliiilion"iipindiiuia:: 17 ........................... . 
----~----~-----= 

Sllllalll •• •••••• -----~-----······: •••••••• ·············===3;,, 508====<=·>====469= 
Cash benefit chan&es applicable oniy to future beneficiaries-effective 

Ja~~~~l~~putati011 point for men............................... 6 ----······-·-·---········--· 
Benefits based on combined earninp of husband and wife......... 11 --·················· ···-·--
Credit for delayed retirement................................... 11 400 ............. . 
Additional drop-out year for every 15 years of coveraae............ 17 ........................... . 
Reduce diseblllty waitlna ·period to 5 months ..................... ___ l_05_. ___ eso_ •. _._··-··-··-··-·-·· 
.......................... : •••••••• ~-------~---······--···===""150~==~<·>~-;,·=··,;.;··=··=··:::··~--
Total, cash benefit ciii111M"'.: •••••••• - ..................... ===3=, 651====~=·>====4=59 

Medicare benefit chanita: · 
.Hospital insurance for diSabled bentficilrlest ............ ::-........ l. 500 .... .......... l, 500 
Supplementary medlcall11111rance for diSabled beneficilries •--..... 350 .............. l, 500 

Cha'1a~J:,;ut,~Lrz~'!.~~!.~~~-~--~~~~~~---~--7o __ ~1~9,~B00:-:-._ •• _ •• _ •• _ .. 
7
·-=··=--

Total, Medicare ................ -.. •• -................... 1;110· 19,800 1,500 

1 Represents additional benefit payments In ihe 12-month_perlod belinnina July l, 1972. 
1 For cash benefits, present-law beneficiaries whose benefit for the effective month would be Increased under the pro

vision; for Medicare, persons with 111111rence protection. 
1 For cash banefits, persons who cannot receive • benefit under present law for the affective month, but who would 

receival benefit for such month under the provision; for Medicare, persons who pin Insurance protection. 
• Fi&ures not additive beceuse 1 person may ba affected by more then one provision. . 
• Etfective July 1, 1972. 
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III. PROVISIONS RELATING TO ASSISTANCE FOR THE 
AGED, BLIND, AND DISABLED 

The existing Federal-State programs of aid to the aged, blind, and 
permanently and totally disabled would be repealed, effective July 1, 
1972, and a. new, totally Federal program would be effective on that 
date. The new national program is designed to provide financial 
&l?sistance to needy people w~o have reached a~e 65 or are blind f>r 
dtsabled and would be establtshed by a new T1tle XX of the SoCial 
Security Act. The program would be administered by the Social Secu
rity Administration through its present administrative framew9rk and 
facilities. · 

The eligibility .requirements and other legislative elements of the 
new program are as follows: 
Eligibility fqr and amount of benefits 

Individuals or couples could be eligible for assistance when their 
monthly income is less than the amount of the full monthly payment. 

Full monthly benefits for a single individual would be $130 for 
fiscal year 1973; $140 for fiscal year 1974, and $150 thereafter. Full 
monthly benefits for an individual with an eligible spouse would 
be $195 for fiscal year 1973, and $200 for fiscal year 1974 and there
after. Benefits would not be paid for any full month the individual is 
outside the U.S. . · 

. The Secreta.!'Y would establish the circumstances under which gross 
income from a trade or business, includin~ farming, is large enough 
to preclude eliftibility (net income notWithstanding). In addition, 
people who are m certain public institutions, or in hospitals or nursing 
homes getting medicaid funds, would be eligible for benefits of up to 
$25 a month. People who fail to apply for annuities, -pensions, work
men's compensation, and other such payments to which they may be 
entitled would not be eligible. 
Definitim of income 

In determinin~ an individual's eligibility and the amount of his 
benefits, both hts earned and unearnOO. incmne would have to be 
taken into consideration. The definition of earned income would follow 
generally the definition of earnings used in applying the earnings limi
tation of the social security program. Unearned mcome would mean all 
other forms of income, among which are benefits from other public 
a.nd private programs, prizes and awards, proceeds of life insurance 
not needed for expenses of last illn~ss a.nd burial (with a maximum of 
$1,500), gifts, support, inherita.nces, rents, dividends, interest, and so 
forth. For people who live as members of another person's household, 
the value of their room a.nd board would be deemed to be 33~ percent 
of the full monthly payment. 

The following items would be excluded from income: 
1. Earnings of a student regularly attending school, with reasonable 

limits. 
2. Irregular earned income of an individual of $30 or less in a quarter 

and irregular unearned income of $60 or less in a quarter. 
3. The first $85 of earningS per month and one-half above that for 

the blind and disabled (plus work expenses for the blind). The first $60 
of ea.rJ!ings _per month and one-third above that for the aged. 

4. The tmtion part of scbolarshlps a.nd fellowships. 
5. Home produce. 
6. One-third of child-support payments from an absent parent._ 
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7. -Foster care payments for a child placed in the household by a. 
child-placement agency. 

8. Assistance based on need received from certain public or private 
agencies. 

9. Vocational rehabilitation allowances. 
ExclWJions from resources 

Individuals or coufles cannot be eligible for payments if they have 
resources in excess o $1,500. The following items would be excluded 
from resources: 

1. The home to the extent that its value does not exceed a reasonable 
amount. 

2. Household goods and personal effects not in excess of a reasonable 
amount. 

3. Other property which is essential to the individual's support 
(within reasonable value limitations). • 

4. Life insurance policies (if their total face value is $1,500 or less). 
Other insurance policies would be counted only to the extent of 

their cash surrender value. -
The Secretary would prescribe periods of time and manners in 

which excess property must be disposed of in order that it not be 
included as resources. 
Meaning of tums 

An el!gible individual must be a resident of the United States, 
Puerto Rico, the Virgin Islands, or Guam and a citizen or an alien 
admitted for permanent residence, and be aged, blind, or disabled. 

Aged indiv1dual: One 65 years of age or older. 
Blind individual: An individual who has central visual acuity of 

20/200 or less in the better ey:e with the use of a correcting lens, or 
equivalent impairment in the fields of vision. 

Disabled individual: An individual who is unable to engage in any 
substantial gainful activity by reason of a medically determinable 
physical or mental impairment which is _expected to last, or has lasted, 
for 12 months or can be expected to end m death. (This definition is 
now used for social security disability benefits.) 

Eligible spouse: An aged, blind, or disabled individual who is the 
husband or wife of an individual who is aged, blind, or disabled. 

Child: An unmarried person who is not the head of a household and 
who is either under the age of 18, or under the age of 22 and attending 
school regularly. . 

Determination of marital relationship: Appropriate State law will 
apply exceyt that, if two people were determined to be married for . 
·purposes o receiving social security cash benefits, they will be con
sidered to be married, and two persons holding themselves out as 
married in the community in which they live would be considered 
married for purposes of this program. 

Income and resources of a spouse living with an eligible individual 
will be taken into account in determining the benefit amount of the 
individual, whether or not the income and resources are available to 
him. Income and resources of a parent may count as income of a 
disabled or blind child. 
Rehabilitation seruice8 

Disa.bled.-and blind beneficiaries would be referred to State agencies 
for vocational rehabilitation services. A beneficialy who refused 
without good cause any vocatio~al rehabilitation services offered would 
not be eligible for benefits. · 
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Optional State supplementation 
A State which provides for a. State surplement to the Federal 

payment could agree to have the Federa Government make the 
supplemental payments on behalf of the State. If a. State agrees to 
have the Federal Government make its SUJ?p~eme~tal payments, the 
Federal Government would pay the full admimstra.tive costs of making 
such payments, but if it makes its own payments, the State would pay 
all of such costs. 

States could but would not be required to cover under medicaid 
persons who are made newly eligible for cash benefits under the bill. 

The Federal government, in administering supplemental benefits 
on. behalf ~f a State, wou~d be re!luired to recogmze a residency re
qmrement If the State decided to 1mpose such a requirement. 

Payments and procedures 
Benefits could be paid mo~thly, or otherwise, as determined by the 

Secretary of Health, Education, and Welfare. Benefits could be paid 
~o an individual, an eligible spouse, partly to each, C>r to another 
mteres~ed party on. behalf of th~ individual. The Secretary could 
dete~nune ranges of mcomes to which a single benefit amount may be 
a.pphed. . 

Cash advances ~f- u.P. to $10~ could be pai~ if an applicant appears 
to meet all the ehg1bility reqmrements and 1s faced with a financial 
e~er~~ncy. Applicant~ apparently eligible for benefits on the basis of 
disability could be paid benefits for up to three months while their 
disability claim was in process. 

The Secretary may arrange for adjustment and recovery in the 
event of ove~pa.yme~ts or underpayments, and could waive overpay
ments to achieve eqmty and avoid penalizing people who were without 
fault. · 

Pcopl~ who are,. or ~laim to be, eligible for benefits and who dis
agree With determmat10ns of the Secretary could obtain hearings if 
they request them within 30 days. Final determinations would be 
subje;ct to judicial review in Federal district courts, but the Secretary's 
dec1s1ons as to any fact would be conclusive and not subject to review 
by the courts. 

The right of any person to any future benefit would not be transfer
able o~ assignable, !1-nd no money payable undez the program would 
be subJect to execut10n, levy, attachment, garnishment, or other legal 
process. 
. If ~~ ind~vidual fails to report events and changes relevant to his 

~hg_1b.d1ty Without good_ caus~, benefits which may be payable to the 
mdiv1dua.l would be terminated or reduced. 

Th? heads ?f other Federal agencies would be required to provide 
S';'~h mforma.twn as the Secretary of HEW needs to determine eligi
bility for benefits. 
Penalties for fraud 

A penalty o~ up ~o $1,000 or up to one year imprisonment, or both, 
would be proVIded m case of fraud under the program. 
A dministratioo 

The Secretary of HEW may make administrative and other arrange
ments as necessary. to carry out the purposes of the program and the 
Sta~s could e~~er mto 9:greements to administer the Federal benefits 
dunng a transitional penod. 
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Evaluation and research 
The Secretary of HEW would continually evaluate the program, 

including its effectiveness in achieving its goals and its impact on 
related programs. He could conduct research a~~ contract for inde
pendent evaluations of the program. Up to $5 mdhon a year would be 
appropriated to carry out the evaluation and re~earch. Ann'!a! repo.rts 
to the President and the Congress on the operatiOn and admmiStratiOn 
of the program would be required. 

IV. PROVISIONS RELATING TO FAMILY PROGRAMS 

The present program of aid to families with dependent children 
(AFDC) would be repealed effective July 1, 1972, and two new totally 
Federal programs would take effect on that day. The new programs 
would be adopted for a period of five ye.ars (throu~h fisca~ year 19'!7) 
in order to give Congress an opportumty to review therr operatiOn 
before continuing them in subsequent years. The new programs wo'!ld 
be established by a new Ti~le XXI in the Social Securi~y Act. A descrip
tion of the two new programs follows: 

Families in which at least one person is employable would be 
enrolled in the Opportunities for Families Program, administered by 
the Department of La~or. F~milies with no et;nJ?loyable person would 
be enrolled in the Family Assistance Plan admmistered by the Depart-
ment of Health, Education, and Welfare. , 

A-OPPORTUNITIES FOR FAMILIES PROGRAM 

Registration for employment and training 
Every member of a family who is found to be available for work by 

the Secretary of Health, Education, and Welfare would be required to 
register for manpower services, . training and employment. 

An individual would be considered available for work unless such 
·person-

(1) Is unable to work or be trained because of illness, inca-
pacity, or age; 

(2) Is a mother or other relative caring for a child under age 6 
(age 3 beginning July 1974); 

(3) Is the mother or other female caretaker of a child, if the 
father or another adult male relative is in the home and is 
registered. 

(4) Is a child under the age of 16 (or a student U.P to age 22); 
· (5) Is needed in the home on a continuous basis because of 
illness or incapacity of another family me!fib~r. . . 

Nevertheless, any person (exceP-_t o~e w~o Is ill, mcapacita~d! or 
aged) who would be exempted from reg~stermg by the above provJsJons 
could voluntarily register. · 

Every person who registered (other than a volunteer) would be 
required to participate in manpower services or training and to accept 
available employment. An individual could not be required to accept 
employment however-

(1) If the J?Osition offered is vacant due to a strike, lockout, or 
other !abor diSpute; 
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(2) If the wages and other emplo_yment conditions are contrary 
to those prescribed by applicable Federal, State, or local law, or 
less favorable than those prevailing for similar work in the locality, 
or the wa~es are less than an hourly rate of ~ of the highest 
Federal mmimum wage ($1.20 per hour under present law) ; 

(3) If membership m a company union or non-membership in 
a bona fide union is required; . 

(4) If he has demonstrated the capacity to obtain work that 
would better enable him to achieve self-sufficiency, and such work 
is available. . 

Ohild care and other supportive servicu 
The Secretary of Labor directly or by using child care projects 

under the jurisdiction of the Department of Health, Education, and 
Welfare, would provide for child care services for registrants who 
require them in order to accept or continue to participate in man
power services, training, employment, or vocational rehabilitation. 

The Secretary of Labor would be authorized funds to provide child 
care by grant or contract. Families receivin~ such services might also 
be required to pay all or part of the costs mvolved., · 
· Health, .vocational rehabilitation, family plannin~, counseling, so
cial, and other supportive services (including physiCal examinations 
and minor medical services) would also be made available by the 
Secretary of Labor to registrants as needed. 

Operation of manpower services, training and employment programs 
The Secretary of Labor would develop an employability plan de

signed to prepare recipients to be self-supporting. The Secretary would 
then provide the necessary services, training, counseling, testing coach:.. 
ing, program orientation, job training, and followup services to assist 
the registrant in securing emplo)rment, retaining employment, and 
obtaining opportunities for advancement. 

Provision would also be made for voluntary relocation assistance 
to enable a registrant and his family to be self-supporting. 

Public service employment programs would also be used to provide 
needed jobs. Public service projects would be related to the fields of 
health, social service, environmental protection, education, urban and 
rural development and redevelopment, welfare, recreation, public fa
cility and similar activities. The Secretary of Labor would establish 
these programs through grants or by contract with public or nonprofit 
agencies or organizations. The law would provide safeguards for 
workers on such jobs and wages could not be less than the higher of 
the prevailing or applicable minimum wage or the Federal minimum 
wage. · 

Federal participation in the costs of an individual's participation 
in a public service employment program would be 100 percent for the 
first year of his employment, 75 percent for the second year, and 50 
percent for the third year. . . 
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States and their subdivisions that receive Federal grants would be 
required to provide the Secretf!ory of Labor with UJ?-to-date listings of 
job vacancies. The Secretary would also agree w1th certain Federal 
agencies to establish annual or other goals for employment of members 
of families receiving assistance. 
AUowances of individuals participating in training 

An incentive allowance of $30 per month would be paid to each 
registrant who participates in manpower training (States would have 
the option of providing an additional allowance of up to $30). Neces
sary costs for transportation and similar expenses would also be paid. 
Utilization of other programs 

The Secretary of Labor would be required to integrate this program 
as needed with all other manpower training programs involving all 
sectors of the economy and all levels of government. 
ReluWilitation services for incapacitated family members 

Family members who are · incapacitated would be referred to the 
state vocational rehabilitation service. A quarterly review of their 
incapacities would usually be made. 

Each such incapacitated individual would be required to accept 
rehabilitation serviCes that are made available to him, and an allow
ance of $30 would be paid him while he receives such services. (States 
would have the option of providing an additional allowance of up to 
$30.) Necessary costs for transportation and similar expenses would 
also be paid. 
Evaluation and research; reports 

The Secretary of Labor would be authorized to conduct research 
and demonstrations of the program and directed to make annual 
evaluation reports to the President and the Congress. An appropria
tion of $10,000,000 would be authorized for these purposes. 

B-FAMILY ASSISTANCE PLAN 

Payment of benefits 
All eligible families with no member available for employment 

would be enrolled and paid benefits by the Secretary of Health, Edu
cation, and Welfare. 
ReluWilitaiion services and child care for incapacitated family members 

Family members who are unemployable because of incapacity 
would be referred to State vocational rehabilitation agencies for 
services. A quarterly review of their incapacities would usually be 
made. Such persons would be r~quired to accept services made avail
able, and would be paid a $30 per month incentive allowance plus 
transportation and other related costs. (States would have the option · 
of providing an additional allowance of up to $30.) 

Child care services would also be provided if needed to enable 
. i_!!dividuals to take vocational rehabilitation services. · 
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Evaluation and research; reports 
The Secretary of Health, Education, and Welfare would be author

ized to con~uct research and demonstrations of the fainily a_ssistance 
plan and drrected to make annual evalua.tion reports to the President 
and the Congress. An appropriation of $10,000,000 would be author
ized for this purpose. 

C-DETERMINATION OF BENEFITS 

Uniform determinations 
. Both Secretaries would be required to apply the same interpreta

tiOns and applications of fact to arrive at uniform determinations of 
eligibility and assistance payment· amounts under the two family 
programs. ' 
Eligihility for and amount of benefits 

Fainily benefits would be computed at the rate of $800 per year for 
the first two members, $400 for the next three members, $300 for the 
next two members and $200 for the next member. This would provide 
~2,400 for a f~~y of fo'l!r.,._ and the maximum am()unt -~~c~ any f~m
ily could rece1ve would De $3,600. A family woula not be elig~ble 
if it had countable resources in excess of:$1,500. 
. _If any member of the family fails to register, take required employ
ment or training, or accept vocational rehabilitation services, the 
family benefits would be reduced by $800 per year. 

Benefits would be determined on the basiS of the family's income for 
the current quarter and the three preceding quarters. 

After a fainily has been paid benefits for 24 consecutive months 
~ ~ew application w;oul~ be required which would be processed a~ 
1f 1t were- a new application. 

The Secretary could determine that a family ~ not eligible if it has 
very lar~e gross income from a trade or business. 

Families would have to apply for all other benefits available to them 
in order to be eligible. 
Definition of income 

Earned income would follow generally the definition of earnings used 
in applying the earnings limitation of the social security program. Un
earned income means all other forms of income among which are 
benefits from other public and private programs, prizes and awards 
proceeds of life insurance not needed for last illness and burial (with ~ 
!fiaximum of $1,500), gifts, support, inheritance's; grants, d,.ividends, 
Interests and so forth. -

The foll?wing items would be excluded from the income of a fainily: 
1. Earnmgs of a student regularly attending school, with limits 

· set by the Secretary. _ 
2. Irregular earned income of an individual of $30 or less in a 

quarter and irregular unearned income of $60 or less in ·a quarter. 
3. Earned income used to pay the cost of child care under a schedule 

prescribed· by the Secretary. 
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4. The first $720 per year of other earned income plus one-third 
of the remainder. · 

5. Assistance based on need received from public or private agen-
cies, except ve~rans' pensions. 

6. Traming allowances. 
7. The tuition part of scholarships and fellowships. 
8. Home produce. 
9. One-thll'd of child support and alimony. 
10. Foster care payments for a child placed in the family by a child 

placement agency. 
The total of the exclusions under (1}, (2}, and (3} above oould not 

exceed $2,000 for a family of four rising by $200 for each additional 
member to an overall maximum of $3,000. 
Exclusions fr(Yffl resources 

A family cannot be eli~ible for payments if it has resources in ex
cess of $1,500. In determming what is included in the $1,500 amount, 
the following items are excluded: 

1. The home to the extent that its value does not exceed a. reason
able amount. 

2. Household goods and personal effects not in excess of a reason
able amount. 

3. Other property which is essential to the family's self-support. 
An insurance policy would be counted only to the ~xtent of its cash 

suiTender value exce{>t that if the total face .value o~ all such policies 
with respect to an mdividual is $1,500 or less, no . cash s1.mender 
value will be counted. 

The Secretary would prescribe periods of time, and manners in 
which, property must be ·disposed of in · order that it · would not be 
included as resources. 
M~aning of family and 'child 

A family would .b~ defi:n~ as .. two: qr more related: peopl.e liVing 
t?~ether in the tJnite<f S_tate~' ":~ere at least o.ne of the ·mem,bers· i~ a 
Cltlzen or a la.wtwly adm1tted allet:~ .a.nd where at least one ·of them 1s a 
child dependent ori solileorie else in the family. . . 

No fa.Inily will be eligible if. the head of the 'l).ousehold is· ail und~r.:. 
gra~uate or graduate st~dent regUlarly . il.~\e'n4in.g ,a . ~olleg~ ,o~ -qpi:
yerstt:y.J;Jen~fits W<?uld not be,payable to an mdlVIduJtlfOI: any mot,lth 
m whwh he lS outside the Umted States. 

The term "child" means an unmarried person who is not the head of 
the household, and who is either under the age of 18 or under the .age of 
22 if attending school regularly. · · 

Appr_opria.te State law would .be used in determining relationships. 
The mcome and resources of an adult (other than a ·pa.rent or the 

spouse of a. parent) living with the family but not contributing to the 
family would be disregarded. · . 

If an individual takes benefits under adult assistance, he could not 
be eligible for family benefits. 
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Optional State supplementation 
If a State decides to supplement the basic Federal payment, it would 

be required to provide benefit amounts that do not undermine the 
earnings disregard provision. A State could agree to have the Federal 
Government make the supplementary payments on behalf of the State. 
If a State agrees to have the Federal Government make its supplemen
tal payments, the Federal Government would pay the full administra
tive costs of making such payments, but if it makes its own payments 
the State would pay all of such costs. 

States could but would not be required to cover under medicaid 
persons who are made newly eligible for cash benefits under the bill. 

The Federal Government, in administering supplemental benefits 
on behalf of a State, would be required to recognize a residency re
quirement if the State decided to impose such a requirement. 

D-PROCEDURAL AND GENERAL PROVISIONS 

Payments and procedures 
The Secretary would be permitted to pay the benefits at such times 

as best carry out the purposes of the title and could make payments to 
a person other than a member of the family or to an agency where he 
finds inability to manage funds. The Secretary's decision would be 
subject to hearing and review. . 

The family benefits could not be paid to an individual who failed 
to register, or take work, training or vocational rehabilitation. 

Cash advances of $100 or less could be paid if an applicant appears 
to meet all the eligibility requirements and is faced with a financial 
emergency. 

The Secretary may aiTange for adjustment and recovery in the 
event of overpayments or underpayments, with a view tow-ard equity 
and avoiding penalizing people who were without fault. 

People who are, or claim to be, eligible for assistance payments, and 
who disagree with determinations of the Secretary, could obtain ,hear
ings if _they re9u~s~ them. wit~ in 30 days .. F~al determinations WO\lld 
be subJect to JUdwtal reVIew m Federal distnct courts; but the Secre
tary's decisions as tp any fact· would be conclusive and 'not subject to 
review by the · courts. The Secretary would also be given 'authority 
to ~ppoi~t qualified ·"people t.o serve ~s : hearing; _exam~ners without 
thmr havmg to meet the speCific standards pi'escnbed· under the 'Ad
miilistrative'Procedure Act for hearing examiners. 

The right of aliy person to any future· benefit would not be trans
ferable or assignable, and no money payable under this title would' be 
subject to execution, levy, att.achment, garnishment,' or other ·legal 
process. 

In addition, the Secretary would establish necessary rules and regu., 
lations dealing with proofs and evidence) . and the method of ta,ki,ng 
and furnishing the same, in order to establish the r_igl).t to benefits. 

Each family would be required to submit a report of income within 
30 days after the end of a quarter and benefits would be cut off if the 
report was not filed. If a family failed, without good cause, to report 
income or changes in circumstances as required by the Secretary, it 



28 

would be subject to a penalty of $25 the first time, $50 the second time 
and $100 for later times. 

-The head of any Federal agenc~ would be required to provide sucli 
information as the Secretary of HEW needs to determine eligibility 
for benefits under this title. 
Penalties for fraud 

A penalty of $1,000 or 1 year imprisonment, or both, would be 
provided in the case of fraud under the program. 
Administration 

Both the Secretary of Health, Education, and Welfare and the 
Secretary of Labor could perform their functions directly, through 
other Federal a~ncies, or by contract. An additional Assistant Sec
retary is author1zed in the Department of Labor to head up the new 
program in that Department. 
Child care 

The Secretaries of Labor and Health, Education, and Welfare are 
each given the authority and responsibility for arranging day care 
for their respective recipit~nt.s under the Opportunities for Families 
Program and the Family Assistance Plan who need such day care in 
order to participate in training, employment, or vocational rehabilita
tion. Where such care can be obtained in facilities developed by the 
Secretary of Health, Education, and Welfare, these would be utilized. 

Insofar as possible, arrangements would be made for after school 
care with local educational agencies. All day care would be subject to 
standards developed by the Secretary of Health, Education, and 
Welfare, with the concurrence of the Secretary of Labor. Both Secre
taries would have authority to make grants and contracts for payment 
of up to 100 percent of the cost of care. The Secretary of Health, 
Education, and Welfare would have total res{>onsibility for c_qnstruc
tion of facilities. $700 million would be authonzed for the provision of 
child care services in the first fiscal year, and such sums as Congress 
may appropriate in subsequent years. In addition, $50 million would 
be authorized for construction and renovation of child care facilities 
for each fiscal year. 
Obligations of parents 

A deserting parent would be obligated to ~he U~ited States for the 
amount of any Federal payments made to h1s family _less any amo':lnt 
that he actually contributes by court order or otherwlSe to the family. 

Any parent of a child receivin~ benefits who travel~ in intersta~ 
commerce to avoid supporting his child w~>Uld. be guilty of a filS
demeanor and subject to a fine of $1,000, rmpnsonment for 1 year, 
or both. · . · f h"ld 

The Secretary would report to. approp~ate of?Clals ~~es ~ c 1 
neglect or abuse which came to hlS attentiOn whlle admm1stermg the 
program. 
Local committees to evaluate program 

Local advisory committees would be set up throughout the country, 
with a minimum of one in each State, which would evaluate and report 
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on the effectiveness of the elements of the program designed to help 
people become self-supporting. Each committee would be composed of 
re_presentatives from labor, business, and the public, as well as public 
officials not directly involved in the administration of the progran1S. 

V. OTHER RELATED ASSISTANCE PROVISIONS 

ADOPTION AND FOSTER CARE SERVICES UNDER CHILD WELFARE 

Authorizations of $150 million for fiscal year 1972 and higher 
amounts for subsequent years would be provided for payments to the 
States to support foster care and related services. 

PROVIS~ONS RELATED TO NEW ASSISTANCE PROGRAMS 

Effective date for adult a8sistance and family programs 
Major changes made in the assistance programs would be effective 

July 1, 1972. The child care provisions would become effective upon 
enactment of the bill. The amendments which provide· benefits to 
fRmilies where the father and mother are both present, neither is 
bcapacitated, and the father is not unemployed (the "working poor") 
would become effective January 1, 1973. 

Prohibition against participation in food stamp. program by recipients 
of payments under family and adult assistance programs 

The bill would amend the Food Stamp Act of 1964 by providing that 
families and adults eligible for benefits under tho ttssistance programs 
in this bill would be excluded from participation in the food st amp 
program. 
Special provisions for Puerto Rico, the Virgin Islands, and Guam 

There would be special provisions for Puerto Rico, the Virgin 
Islands, and Guam .. The amounts used in the family assistance plan 
and the aid to the aged, blind, and disabled (other than the $720 
amount of annual earnings to be disregarded and the $30 per month 
incentive allowances) would be adjusted by the ratio of the per capita 
income of each of these jurisdictions to the per capita income of the 
lowest of the 50 States. 
Determination of medicaid eligibil·ity 

The Secretary would be able to enter into agreements with States 
under which the Secretary would determine eligibility for medicaid 
both for those eligible for Federal payments and the medically needy 
in cases where the State covered the medically needy. The State would 
pay half of the Secretary's additional administrative costs arising from 
carrying out the agreement. 

Effective date.--July 1, 1972. 

Transitional administration ~f public a8sistance 
The Secretary of Health, Education, and Welfare could enter into 

ttgreements with States under which a State would administer the 
Federal assistance program for a period of up to one year from the 
beginning of the program . . 
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Limitations on lncreases in State Welfare expe?Ulitures 
States would be guaranteed that, if they make payments supple

mentary to the Federal adult or_fa_mily_programs, it would cost them 
no more to do so than the amount of their total expenditures for cash 
public assistance payments during calendar year 1971, to the extent 
that the Federal payments and the State supplementary payments to 
recipients do not exceed the payment levels in effect under the public 
assistance programs in the State for January 1971. The value of food 
stamps would be taken into account in computing whether the guaran
tee would go into effect if the State pays in cash the value of food 
stamps. Most States would save money under the provisions of the 
bill; this provision would guarantee that uo State would lose money. 
Limitation on Federal expenditures for social services 

The Federal Government would continue to provide 75 percent 
matching funds to the States for child care and famitrplannin_g services 
on ~n ope~-end appropriation l?as.is. Feoerai -matcliiri.~(for ?ther 
specified soCial services would be bmited to the amounts appropnated 
by the Congress. 

PUBLIC ASSISTANCE AMENDMENTS EFFECTIVE IMMEDIATELY 

Additional remedies for State noncompliance with provi8ions of assistance 
titles 

The Secr~tary would be able to require States to make payments to 
people who did not receive all money due them because the State 
failed to comply with a Federal requirement. 

The Secretary could require a State which is in noncompliance with 
a Federal requirement to set up a timetable and method for assuring 
compliance, or could request the Attorney General to bring suit to 
enforce the Federal requirements. · 

Effective date.-Enactment. 
Statewideness not req:uired for services 

A State would be permitted to furnish social services in one area 
of a State without being required to furnish such services in all geo
graphic areas of the State. 

Effective date.-Enactment. 
Optional modification in disregarding income ·under AFDC 

States would be permitted, between enactment and July 1, 1972, to 
modify their present AFDC programs so as to substitute the earnings 
disregard provisions in the family assistance provisions (cost of <·hild 
care, plus $720, plus one-third of the remamder) for provisions of 
present law (the first $30 and one-third of the remainder after which 
actual work expenses are deducted). 

A State could also apply the maximum dollar limits in the family 
programs on child care and student earnings ($2,000 for a family of 
four rising to $3,000 for a. family of nine or more) to its present AFDC 
pr<>gram. · 

Effective date.-Enactment. 
Individual programs for family services not req:uired 

States would no longer be required to prepare &.· separate plan of 
services for each individual who is eligible for AFDC. 

Effective,.date.-July 1, 1972, or earlier if the State so chooses. 
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Enforcement of support orders 
States would be required to secure support for a spouse of a parent 

from the other parent (of children receiving assistance payments). 
· where he has deserted or abandoned his spouse, utiliZing reciprocal 
arrangements with other States to obtain or enforce court orders for 
support. •. . 

Effective date.-July 1, 1972, or earlier, if the State plan so provides. 
Separation of social services and cash assistance payments 

Each State would be required to submit a proposal to. the Secre
tary by January 1, 1972 providing for the _administrative separation 
of handling eligibility for cash payments and the provision of social 
services by July I, 1972. 

Increase in Federal matching to States for costs of establU!hing paternity 
and coUecting child support payments 

Federal matching would be increased fl'Om 50 percent to 75 percent 
for State costs incurred in establishing the paternity of AFDC children 
and locating and collecting support from their absent parents. 

E.ffective dati.-Enactment. 
Vendor payments for special needs 

States would be permitted to provide for non-recurring items of 
special need by means of vendor payments. 
Increase in Federal matching-WIN program 

Effective immediately, the Federal matching under the WIN pro
gram would be increased from 80 to 90 percent. This provision (IXpires 
June 30, 1972. 1 -

VI. PROVISIONS FOR TAX CHANGES (OTHER THAN 
PAYROLL TAXES) 

Child Care Deduction 
Under present law, a chil? care dedu~tion of $600 per ?hild, b'!t 

not more than $900, is available for child care expenses m certam 
cases. Generally, this amou~t is available in. the case of su~h expenses 
incurred· by a widow or widower or certam other marned couples 
with an incapacitated spouse and also in the case of married couples 
with incomes of not over $6,000. 

The new provision retains the basic child <?are provision ?f present 
law but increases from $6,000 to $12,000 the mcome a marned couple 
may have and still be eligible for. this deduction, In a~di.tion, the 
amount of child care expenses wh1ch may be deducted 1s mcreased 
from $600 for the first child to $750, and to $1,125 for two children, 
and to $1 500 for three or more children. These changes are effective 
with resp~ct to taxable years beginning on or after January 1, 1972. 

Retirement Income Credit 
Under present law, a retirement income credit of up to $1,524 

multiplied by 15 percent ($229) is allowed for single persons ag.e 65 
or over having "retirement income"~that is, income from pensions, 
dividends, interest, rents or other passive income source~. However, 
this credit is available only if the individual had ten pnor years of 
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Projected recipients under current law and persons eligible for 
assistance under H.R. 1, fiscal years 1973-1977 

(In mllllona) 

1973 1974 1975 1976 1977 

Persons eligible for benefits under H.R. 1: 
Persons in families: 

Not now covered under present programs_ 9. 1 8. 1 7. 2 6.4 5. 7 
Cov.ered under present programs ________ 10. 3 10.6 10.9 11.2 11.5 Aged, blind and disabled ___________________ 6. 2 6. 6 7. 1 7. 2 7. 2 

Total eligibles under H.R. !_ _________ 25.6 25. 3 25. 2 24. 8 24. 4 

Recipients under current law: 
Persons !n families with dependent children ___ 11.6 12.6 13.6 14. 7 15. 8 Aged, blind and disabled ___________________ 3. 4 3. 4 3. 5 3. 5 3. 6 

·Total recipients under current law _____ 15.0 16.0 17. 1 18.2 19.4 
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Potential State savings under assistance provisions of H.R. 1 1 

[In millions of dollars) 

1973 1974 1975 1976 1977 

Alabama----------------------- $32. 4 $38.4 $45. 4 $47.2 $49. 1 Alaska _________________________ 
2. 5 3. 1 3. 7 4.4 5. 1 Arizona ________________________ 21. 5 22. 6 23. 8 25.2 26. 5 Arkansas _______________________ 19. 7 20. 4 21. 3 22. 1 22.9 California ______________________ 234. 9 294.9 356.5 402.5 447. 7 Colorado _______________________ 13.3 16.6 19. 8 21.5 23. 1 Connecticut _____________________ 21. 3 25.7 30.2 34. 8 39. 1 Delaware _______________________ 1. 8 2. 1 2. 5 3. 0 3. 6 

District of Columbia ____ ______ ___ 12.6 17.0 21. 5 23.4 25. 1 Florida _______________ ___ _______ 170.3 177. 8 185. 3 192. 9 200.2 Georgia _____________ _______ ____ 57.8 53. 4 55. 0 5(}. 7 58. 3 HawaiL ________________________ 7.0 7. 8 8.6 9. 6 10. 7 Idaho __________________________ 
1.5 1.9 2. 2 2. 8 3. 4 

Illinois __________________ ~ ______ 62. 1 78. 9 95.6 112.4 129. 2 Indiana ________________________ 8. 6 10. 5 12.6 14. 7 16.9 
Iowa ______________ .-·----- ______ 26. 7 28.6 30. 5 32. 6 34. 6 lransas _________________________ 14. 2 15. 6 17.0 18.7 20. 3 
lren~~cky ______________________ 12.6 13.6 14. 5 15.5 16. 3 Lomslana _______________________ 65. 4 68. 5 71.7 74.9 78. 1 
~aine __________________________ 

3. 6 4. 4 5.4 6. 4 7. 5 
~aryland ________ ________ ______ 41. 9 44. 7 47. 5 50.4 53. 2 
~assachusetts __________________ 44. 3 57. 3 70.4 83.7 96. 9 
~chigan _______________________ 

45. 4 58. 2 71.2 84.2 97.2 
~innesota ______________________ 15. 2 19.4 23.8 28. 1 32.6 
~·. ' · . 23. 3 24. 2 25.2 26.4 27. 5 !S81SS1J?pl ______________________ 
~tssoun ________________________ 12. 1 14.9 20.5 22. 6 24. 7 
~ontana _______________________ 

2.5 2. 7 2. 9 3. 2 3. 5 Nebraska ___________ ____________ 3. 1 3. 9 4. 7 5. 6 6. 6 Nevada ________________________ 1. 1 1. 2 1. 2 1. 8 2. 1 
New Hampshire __________ ------- 2. 3 2. 9 3. 6 4.4 5. 2 
New Jersey _______ ________ ______ 50. 1 64.4 78. 6 93. 1 107. 6 
New Mexico _____________ ------- 7. 3 7. 8 8. 2' 8. 7 9. 1 
New York ______________________ 188.4 238. 7 289. 2 339. 6 390. 1 
North Carolina __________________ 31. 9 33. 0 34. 1 35. 2 36. 4 
North Dakota _________ __________ 1. 2 1. 2 1.4 1. 8 2. 2 Ohio ___________________________ 

64. 0 69.3 74. 6 79. 9 85.3 
Oklahoma _____ _______ _____ _____ 38.3 40.2 42. 0 43. 9 45. 6 Oregon ___________ ______ __ ______ 15.9 17. 4. 18.9 20. 5 22. 0 
Pennsylvania ___________________ 51. 3 69. 9 88.5 107.2 125. 9 
Rhode Island _______ ______ _____ _ 6. 3 7. 7 9. 3 11.0 12.7 
South Carolina ____ _____ _________ 13.8 14. 5 15.2 16.0 16. 7 
South Dakota ___________________ 2. 5 2. 8 3. 3 3. 7 4. 3 Tennessee ______________________ 34. 2 35. 1 36. 1 37.0 38.0 Texas ______________ ____________ 

57. 1 59.7 61.4 65. 1 67. 7 lJtah ___________________ ______ _ 
3. 4 3. 6 3. 9 4. 3 4. 7 Vermont ________________________ 1. 1 1. 3 1. 7 2. 1 2. 5 

Virginia ________________________ 10.4 12. 9 15.5 18. 2 20. 9 
~ashington ______ ________ _______ 11.4 15.9 20.6 25. 2 30.0 
~est Virginia __ ________ ___ ______ 18.3 18. 7 19.2 19.7 20. 3 
~isconsin __ __ ____________ ______ 33. 3 35.5 37. 6 39.9 42. 1 

~!~~~~~:~~================ ==== 
1.2 1. 3 1. 5 1.9 2. 2 
. 22 . 22 . 32 . 33 . 33 

Puerto Rico ____________________ 26. 1 27.6 29. 1 30.7 32.2 
Virgin Islands ___________ ___ __ ___ 1. 1 1. 2 1. 2 1. 4 1. 4 

TotaL ___________________ 1, 643. 8 1, 911. 1 2, 185. 5 2, 438. 1 2,687. 4 

1 Assumes that the States, through supplemental payments, m\!lntaln January 1971 payment levels I~ 
eluding the value of food stamps and agree to Federal 8dminlstrstlon of supplemental payments. 
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INTRODUCTION 

This summary describes briefly, in general terms, the significant 
features of the provisions of H.R. 1, the Social Security Amendments 
of 1971 as ordered reported to the Senate by the Committee on Fi
nance. The description of minor and technical amendments included in 
the bill may not be contained here but will be reflected in the text of 
the Committee bill and will be explained in the Committee report 
accompanying the bill. 

As ordered reported by the Committee, H.R. 1 represents the most 
massive revision of the Social Security laws Congress has ever under
taken. The bill would increase benefits by $17.6 billion over the esti
mated costs if present law were continued. The social security cash 
benefits alone will increase by $7 billion in 1973 ($7.4 billion in 
1974) largely because of the 10-percent increase in benefits approved 
by the Committee. Medicare benefits will rise by $3 billion by 1974 as 
the new program for coverage of the disabled and for the provision of 
drugs become effective. , 

But perhaps the most significant features of the bill are those seek
ing to reform the welfare laws. In addition to upgrading the level of 
benefits for needy old age, blind, and disabled Americans (at an added 
cost of $2.2 billion in 1974) the Committee bill offers a bold, new ap
proach to the problem of increasing dependency under the program of 
Aid to Families With Dependent Children. Specifically, where the 
youngest child in an AFDC family has reached school age (or where the 
family is headed by a male) the family would no longer be eligible 
for welfare as it is today, but instead the head of the family would be 
offered a guaranteed job opportunity. He, or she, would be given an 
opt>ortunity to become independent through employment and suf
ficient financial incentives are provided by the bill to encourage him 
or her to prefer employment in the private economy to work in the 
guaranteed iob. Moreover, unlike today, the Federal Government's 
incentive to help these families locate suitable jobs would be enhanced 
because under the Committee plan the entire cost of the employment 
program would be borne by the Federal Government whereas AFDC 
costs are shared with the States. The cost of this new system of em
ployment opportunity is estimated at $4.5 billion in 1974, with vir
tually all the expense incurred to increase the income of the poor who 
work. 

(1) 



The Slocial Security, Medicare, and Medicaid Programs 

SOCIAL SECURITY CASH BENEFITS 

As passed by the House, H.R. 1 would increase social security cash 
benefits by $3.9 billion in 1973 and $4.3 billion in 1974. A little over 
half of this increase is related to the 5-percent across-the-board 
benefit increase in the House bill. . 

The Committee bill would increase social security cash benefit pay
ments by $7.4 billion in 1974. The major item of cost relates to the 
10 percent benefit increase in the Committee bill, twice the amount of 
the increase in the House bill. 

Another major feature of the Committee bill would provide a special 
minimum benefit to low-wage workers with long-time attachment to 
employment covered under social security. A retired worker with at 
least 30 years of covered employment would be guaranteed a benefit of 
at least $200 (if the worker is married, the couple would receive a 
benefit of at least $300) . 

The individual provisions of the Committee. bill are described below. 

1. PROVISIONS OF THE HOUSE BILL CHANGED AND NEW PROVISIONS 
ADDED BY THE COMMITTEE 

Increase in Social Security Benefits 

The Committee bill provides for a general 10-percent increase in 
social security benefits in place of the 5-percent increase in the House
passed bill. The increase would be effective with the benefit checks that 
will be delivered July 3. 

However, it seems unlikely that Congress could take final action on 
the bill in time for the higher amounts to show up in the July checks. 
The increase, th~refore, will be paid retroactively after the bill is 
enacted. 

Under the Committee bill about 27.8 million social security bene
ficiaries will receive higher benefits and about $4.3 billion in additional 
benefits will be paid in 1974 as a result of the 10 percent benefit in
crease. The average retirement benefit would rise from an estimated 
$133 to $14 7 a month, rather than to $141 as under the House bill. The 
average benefits for aged couples would increase from an estimated 
$223 to $24 7 a month, rather than to $234 a month under the House
passed bill. A worker with maximum earnings creditable under social 
security who retired at age 65 this year would get a monthly benefit of 
$237.80 rather than $216.10 as under present law. If he and his wife 
both become entitled to benefits at age 65, they would get $356.70 
rather than $324.20 under present law. 

The minimum benefit would be increased by 5 percent from $70.40 
to $7 4.00, as in the House-passed bill. 

(3) 
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Special benefits for people age 72 and over who are not insured 
for regu~ar benefits would be increased by 5 percent as in the House
passed bill, from $48.30 to $50.80 for individuals a~d from $72.50 to 
$76.20 for couples. · 

Special Minimum Benefits 

The House-passed bill would provide a special minimum benefit of 
$5 multiplied by the number of years in covered employment up to 
thirty years, producing a benefit of at least $150 a month for a worker 
who has been employed for 30 years under social security coverage. The 
9ommittee bill replaces this with a provision for a special min
n!lum benefit under the social security program which would pro
vide a payment of $200 per month ($300 for a couple) for persons who 
ha':e been employed i!l covered emp~oyment for thirty years. 
This benefit would be paid as an alternative to the reaular benefits in 
cases 'Where a higher benefit would result. ~ 

Specifically, the Committee bill would provide a special minimum 
of $10 per year for each year in covered employment in excess of ten 
years (for purposes of this special minimum, there would be no credit 
f?r the fi~s~ ten years of employment). Under this provision, the new 
higher mmimum benefit would become payable to people with 18 or 
more years of employment; at that point, the special minimum bene
fit-$80-would be more than the regular minimum. A worker with 
twenty years of employment under social security would thus be guar
anteed a benefit of at least $100; one with twenty-five years would be 
guaranteed at least $150, while one with thirty years would receive at 
least $200 a month. Minimum payments to a coi1ple would be one and 
one-half times these amounts. 

The level of payments under the present law, the House bill and 
the Committee bill are shown in the following table: ' 

TABLE !.-COMPARISON OF MONTHLY BENEFITS UNDER PRESENT 
LAW, HOUSE BILL, AND COMMITTEE BILL 

Retirement benefit for ;Jn 
individual under-

Average monthly Years of employment Present House Committee 
earnings under social security law Bill Bill 

$200. 20. $128.60 $135.10 $141.50 
$200. 25. 128.60 135.10 150.00 
$200. 30 or more. 128.60 150.00 200.00 

$250. 20 145.60 152.90 160.20 
$250. 25 .. 145.60 152.90 160.20 
$250. 30 or more. 145.60 152.90 200.00 

$300. 20. 160.90 169.00 177.00 
$300. 25 .. 160.90 169.00 177.00 
$300 .. 30 or more. 160.90 169.00 200.00 
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B~ffective date.-J anuary 1973. 
Number of people affected and dollar payrnents.-1.3 million people 

would get increased benefits on the effective date and $300 million in 
additional benefits would be paid in 1974. 

Automatic Increases in Benefits, the Tax Base, and the 
Earnings Test 

The Committee bill retains the provisions in the House bill provid
ing for automatic annual increases in social security benefits as the cost 
of living rises. These increases would go into effect each January when
ever the Consumer Price Index goes up by at least 3 percent. However, 
the Committee did change the method of financing the additional bene
fits paid under the automatic mechanism. Under the Committee 
bill, the financing would be directly related to the amount of the 
additional benefits and one-half would be provided from an increase in 
the tax rate and one-half from an increase in earnings (presently 
$9,000 and increasing to $10,200 beginning ,January 1973 under the 
Committee bill) subject to the social security tax. Under the House
passed bill, the financing mechanism 'vould not be related to the cost 
of the automatic benefit increase, but rather to changes in wage rates. 
Under the House bill, the increased benefits would be financed entirely 
through an increase in the taxable wage base. 

Effective date.-The first cost-of-living increase would be possible 
for January 1975. · 

Increased Benefits for Those Who Delay Retirement Beyond 
Age 65 

The Committee bill includes the provisions in the House bill which 
would provide for an increase in social security benefits of one percent 
for each year after age 65 that the individual delays his retirement. 
However, the committee modified the provision so that the additional 
benefit would apply to persons already retired, rather than only to 
those coming on the social security rolls after the bill's enactment. 

E./!ective date.-,J an nary 1973. 
A umber of people affected and dollar payment.-5 million people 

would get increased benefits on the effective date and $180 million in 
additional benefits 'vould be paid in 1974. 

Reduction in Waiting Period for Disability Benefits 

Under the House bill, the present 6-month period throughout which 
a person must be disabled before he can be paid disability benefits 
would be reduced by one month (to 5 months). Under the committee 
bill, the waiting period would be reduced 2 months to a 4-month 
period. 

Effecti-ue date.-January 1973. 
Nnm,ber of people affected a:nd dollar payments.-950,000 benefici

aries would become ~I~titled to higher benefit payments on the effective 
date and 8,000 additional people would become entitled to benefits. 
About $250 million in additional benefits would be paid in 1974. 
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Benefits for a Child Based on the Earnings Record of a 
Grandparent 

Under the Hous~ bill, coverage would be extended to grandchildren 
not ado~ted by their 15r~ndp~rents if their parents have died and if the 
grandchild:r:en were hvmg w1th a grandparent at the time the grand
P.a~·ent qualified for b~nefit~. The Committee approved the House pro
v~swn but extende~ It to mstances where the grandchild's parents 
m~her are totally disabled or have died, and the grandchild is living 
w1th a grandparent. 

Effective date.-J anuary 1973. 

Refund of Social Security Tax to Members of Certain ·Religious 
Faiths Opposed to Insurance 

Un~er .Presen~ l~~;w, memb~rs of ce_rtain religious sects who have 
consc1entwu~ obJectiOns. to soCial security by reason of their adherence 
to th~ established teachmgs of the. sect may be exempt from the social 
secunt:y self-e~ployment tax p:ovided they also waive their eligibility 
f~r social security bene~ts. This exerr;tption was written largely to re
heve the Old Order ~m1sJ;1 ~rom ha.vmg to pay the social security tax 
when7 because of their religious beliefs, they would never draw social 
seeur1ty benefits. 
T~e Cm;nmi~tee bill would extend the exemption (by a refund or 

credit agamst mcome taxes at year end) from social securitv taxes to 
meJ?bers of the sect who are "employees" covered by the Social Se
curity Act as well as the "self-employed" members of the sect. The 
employee ":ould. ha':e .t~ ~le an apP,lication for exemption from the 
~ax and waiVe h1s eligibility for social security and medicare benefits 
JUSt. as t~e ~e~f-employed members must presently do. Although a 
qual~fied md1v1dual would be exempt from the tax, his employer would 
contmue to deduct the tax fr.om his pay and to pay the employer tax. 
Lat~~ ~he emp~oyee could c~a1m a refund or a tax credit. However, the 
proVIsJOn spec1fica~ly provides that there would be no forgiveness of 
t!1e emp~oyer portiOn of the social security tax as the Committee be
li_eves tlus would cr~ate al?- undesi~able situation in ·which an employer 
\\Ould have a tax mcentlve to h1re people of one religious belief in 
preference to those of other religious beliefs 

Effective date.-J anuary 1973. · 

Sister's and Brother's Benefits 

. The Committee b~ll includ~s a provision (not contained in the House 
b1ll) to exti;nd social secunty coverage to dependent sisters and to 
dependent disabled brothers. 

Effective date.-January 1973. 
Number of people affected and dollar payments.-50 000 additional 

p~oP,le ~ould ~e?ome eligible for benefits on the effective date and $70 
million m additiOnal benefits would be paid in 1974. 

Disability Benefits for Individuals Who Are Blind 

The C?mmittee bill ~nclu~es P.r?visions (not contained in the House
passed bill) : (a) makmg disability benefits payable to blind persons 
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who have six quarters of coverage earned at any time; (b) changing 
the definition of disability for the blind to permit them to qualify for 
benefits regardless of thel.r capacity to work and whether they work; 
(c) permitting the blind to receive disability benefits beyond age 65 
without regard to the retirement test; and (d) excluding the blind 
from the requirement that disability benefits be suspended when a 
beneficiary refuses without good cause to accept vocational rehabili
tation. 

Effective date.-J anuary 1973. 
Jlif:umber of people affectP-d and dolla1' payments.-250,000 additional 

people ·would become eligible for benefits on the effective date and 
$200 million in additional benefits would be paid in 1974. 

Issuance of SoCial Security Numbers and Penalty for Furnishing 
False Information to Obtain a Number 

The Committee bill includes a number of provisions (not contained 
in the House bill) dealing with the method of issuing social security 
account numbers. Under present law, numbers are issued upon appli
cation, often by mail, upon the individuaFs motion. 

Under a Committee amendment, numbers in the future generally 
would be issued at the time an individual enters the school system; 
for most persons, this ·would be the first grade. In the case of non
citizens entering the country under conditions which would permit 
them to work, numbers would be issued at the time they enter the 
country or in the case of a person who may not legally work at the 
time he is admitted to the United States, the number would be issued 
at the time his status changes. In addition to these general rules, num
bers would be issued to persons ·who do not have them at the time they 
apply for benefits under any federally financed program. 

As a corollary to this more orderly system of issuing social security 
account numbers, the Committee bill ''muld provide criminal pen
alties for (1) knowingly and willfully using a social security num
be~ that was obtained wi~h false ~nformation for any purpose or (2) 
usmg. someone else's social security number or other use of a social 
~ecunty 1~umber t<_> conceal one's true identity (such as by counterfeit
u~g a SOCial security number) for such rurpo~es. The penalties pro
VIded would be a fine of up to $1,000 or 1mpnsonment for up to one 
year or both. These criminal penalties perfect and improve upon 
features of the House bill relating to false information with respect 
to social security numbers . 

Treatment of Income From Sale of Certain Literary or 
Artistic Items 

. The Committee bill includes a provision (not contained in the House 
lnll) to exclude income from sale of certain literary or artistic items 
created before age 65 from income for purposes of' determining the 
amount of ben~fi~s to be withh~ld unde.r the social security earnings 
test. Under ex1~tmg law, such mcome Is not counted if the literary 
work was copynghted before age 65. Under the amendment the time 
of copyright is immaterial so long as the work which produced the 
literary or artistic item was performed before age 65. 

79-184 0 - 72 - 2 
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Underpayments 

The Committee bill includes a provision (not contained in the House 
bill) under which additional relatives (by blood, marriage, or adop
tion) would be added to the present categories of persons listed in the 
law who may receiye social security cash payments due but unpaid 
to a deceased beneficiary. 

Payments by an Employer to Disability Beneficiaries or to the 
Survivor or Estate of a Former Employee 

Under the House bill amounts earned by an employee which are paid 
after the vear of his death to his survivors or his estate would be ex
rluded from coverage. The Committee bill would extend the provision 
to payments made to disability insurance beneficiaries. Under present 
law, such \vages are covered and social security taxes must be paid on 
these wages but the wages cannot be used to determine eligibility for 
or the amount of social security benefits. 

Death Benefits Where Body Is Unavailable 

Under Public Law 92-223, expenses of memorial services can be 
counted as funeral expenses for the purpose of the social security lump 
sum death payment, even though the body is unavailable for burial 
or cremation. The provision applies only with respect to deaths after 
December 29, 1971. The Committee bill would cover deaths occurring 
after 1960, thus spanning the entire period of the Vietnam action. 

2. PROVISIONS OF THE HOUSE BILL THAT WERE NOT CHANGED BY 
THE COMMI'ITEE 

Increase in Widow's and Widower's Insurance Benefits 

Under present law, when benefits begin at or ·after age 62 the benefit 
for a widow (or dependent widower) is equal to 82% percent of the 
amount the deceased worker would have received if his benefit had 
started when he was age 65. A widow can get a benefit at age 60 re
duced to take account of the additional 2 years in which she would 
be getting benefits. 

Both the House bill and the Committee bill would provide benefits 
for a widow equal to the benefit her deceased husband would have 
received if he were still living. Under the bill, a widow whose benefits 
start at age 65, or after, would receive either 100 percent of her de
ceased husbanJ's primary insurance amount (the amount he would 
have been entitled to receive if he began his retirement at age 65) or, 
if his benefits began before age 65, an amount equal to the reduced 
benefit he would have been receiving if he were alive. 

Under the bill, the benefit for a widow (or widower) who comes on 
therolls between 60 and 65 would be reduced (in a way similar to the 
way in which widows' benefits are reduced under present law when 
they begin drawing benefits between ages 60 and 62) to take account of 
the longer period over which the benefit would be paid. 

Effective date.-J anuary 1973. 
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Number o.f people affected and dollar payments.~3.8 million people 
would get mcreased benefits on the effective date and $1 billion in 
additional benefits would be paid in 1974. 

Age 62 Computation Point for Men 

Under .rreset:t law, the method of computing benefits for men and 
~vomen d1_ff~rs m that years _up to age 65 must be taken into account 
m determmmg average earmngs for men, while for women only years 
up to age 62 must be taken into account. Also, benefilt eligibility is fig
ured up to age 65 for men but only up to age 62 for women. Under both 
the ~ouse bill and the Committee bill, these differences, which provide 
speCial advantages for women, would be eliminated by applying the 
same rules to men as now apply ·to women. 

Effective date.-The new provision would become effective, starting 
.January 1973, over a 3-year transition period. 

Liberalization of the Retirement Test 

_The am~mnt that .a benefi?iary under age 72 may earn in ·a year and 
still be pmd full soCial secunty benefits for the year would be increased 
from the present $1,680 to $2,000. Under present law, benefits are re
duced by $1 for_ each $2 of earnings between $1,680 and $2,800 and for 
each $1 of earnmgs above $2,880. The bill would provide for a $1 re
duction for each $2 of all earnings above $2,000; there would be no 
$1-for-$1reduction as und·er present law. Also, in the year in which a 
person attains age 72 his earnings in and after the month in which he 
attains age 72 would not be included, as under present law, in de
termining his total earnings for the year. 

Effective date.-.T anuary 1973. 
NumbeJ' of people affected and dollar payments.-1.1 million benefi

ciaries would become entitled to higher benefit payments on the effec
tive date and 400,000 additional people would become entitled to 
benefits. About $650 million in additional benefits would be paid 
in 1974. 

Childhood Disability Benefits 

Childhood disability benefits would be paid to the disabled child of 
an insured retired, deceased, or disabled worker, if the disability began 
before age 22, ra.ther than before 18 as under present law. In addi,tion, 
a person who was entitled to childhood disability benefits could be
come re-entitled to childhood disability benefits [f he again becomes 
disabled within 7 years after his prior entitlement to such benefits was 
terminated. 

Effective date.-J anuary 1973. 
Number of people affected m1d dollar payments.-13,000 additional 

people would become eligible for benefits on the effective date and 
$16 million in additional benefits would be paid in 1974. 

Continuation of Child's Benefits Through the End of a Semester 

Payment of benefits to a child attending school would continue 
through the end of the semester or quarter in which the student 
(including a student in a vocational school) attains age 22 (rather 
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than the month before he attains 'age 22) if he has not received, or 
completed the requirements for, a bachelor's degree from a col,lege 
or university. 

Effecth)e date.-.Tanuary 1973. 
Number of people affected and dollar payments.-55,000 nresent 

beneficiaries would have their benefits continued and 6,000 additional 
people would become eligible for benefits on the effective date and 
$18 million in additional benefits would be paid in 1974. 

Eligibility of a Child Adopted by an Old-Age or Disability 
Insurance Beneficiary 

The provisions of present law relating to eligibility requirements 
for child's benefits in the case of adoption by an old-age insurance 
beneficiary or by disability insurance beneficiaries would be modified 
to make the requirements uniform in both cases. A child adopted after 
a retired or disabled worker becomes entitled to benefits would be 
eligible for child's benefits based on the worker's earnings if the child 
is the natural child or stepchild of the worker or if ( 1)- the adoption 
was decreed by a court of competent jurisdiction within the United 
States, (2) the child lived with the worker in the United States for 
the year before the worker became disabled or entitled to an old-age or 
disability insurance benefit, (3) the child received at least one-half of 
his support from the worker for that year, and ( 4) the child was under 
age 18 at the time he began living with the worker. 

Effective date.-,J anuary 1973. 

Nontermination of Child's Benefits by Reason of Adoption 

A child's benefit would no longer stop when the child is adopted. 
Effecti1•e date.-J anuary 1973. 

Disability Benefits Affected by the Receipt of Workmen's 
Compensation 

Under present law, social security disability benefits must be re
duced when workmen's compensation is also payable if the combined 
payments exceed 80 percent of the worker's average current earnings 
before disablement. Average current earnings for this purpose can be 
computed on two different ba:ses and the larger amount wilrl be used. 
The bills add a third altemative base, under ,which a worker's average 
current earnings can be based on the one year of his highest earnings 
in a period consisting of the year of disablement and the five pre
ceding years. 

Effect1:1·e date.-January 1973. 

Dependent Widower's Benefits at Age 60 

Widowers under age 62 could be paid reduced benefits (on the same 
basis as widows under present law) starting as early as age 60. 

Effecth·e date.-.J anuary 1973. 
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Waiver of Duration-of-Marriage Requirement in Case of 
Remarriage 

The duration-of-marriage requirement in present law for entitle
ment to benefits as a worker's widow, widower, or stepchild-that is, 
the period of not less than nine months immediately prior to the day 
on which the worker died that is now required (except where death 
was accidental or in the line of duty in the uniformed service, in 
which case the period is three months) -would be waived in cases 
where the worker and his spouse were previously married, divorced, 
and remarried, if they were married at the time of the worker's death 
and if the duration-of-marriage requirement would have been met at 
the time of the divorce had the worker died then. 

Effecth•e date.-January 1973. 

Wag'e Credits for Members of the Uniformed Services 

Present law provides for a social security noncontributory wage 
credit of up to $300, in addition to contributory credit for basic pay, 
for each calendar quarter of military service after 1967. Under the 
bill, the additional noncontributory wage credits would also be pro
vided for service during the period January 1957 (when military 
service came under contributory social security coverage) through 
December 1967. 

Disability Insurance Benefits Applications Filed After Death 

Disability insurance benefits (and dependents' benefits based on a 
worker's entitlement to disability benefits) would be paid to the dis
abled worker's survivors if an application for benefits is filed within 
;3 months after the \Yorker's death, or within 3 months after. enact
ment of this provision for deaths occurring after 1969. 

Coverage of Members of Religious Orders Who Are Under a Vow 
of Poverty 

Social security coverage would be made available to members of 
religious orders who have taken a vow of poverty, if the order makes 
an irrevocable election to cover these members as employees of the 
order. 

Self-Employment Income of Certain Individuals Living 
Temporarily Outside the United States 

Under present law, a U.S. citizen who retains his residence in the 
United States but who is present in a foreign country or countries for 
approximately 17 months out of 18 consecutive months, must E>xclude 
the first $20,000 of his earned income in computing his taxable income 
for social security and income tax, purposes. The bill would provide 
the U.S. citizens who are self-E>mployed outside the United States and 
who retain their residence in the United States would not exclude the 
first $20,000 of earned income for social security purposes and would 
compute their earnings from self-employment for social security pur-
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poses in the same way as those who are self-employed in the United 
States. 

Trust Fund Expenditures for Rehabilitation Services 

Provides an increase in the amount of social security trust fund 
moneys that may be used to pay for the costs of rehabilitating social 
security disability beneficiaries. The amount would be increased from 
1 percent of the previous year's disability benefits (as under present 
law) to 114 percent for fiscal year 1972 and to 1% percent for fiscal 
year 1973 and subsequent years. 

3. OTHER CASH BENEFIT AMENDMENTS 

Other amendments included in the Committee's bill relate to the 
executive pay le,·el of the Commissioner of Social Security; the cov
erage of lJ.S. misqionarirs working outside the U.S.; retroactive bPne
fits for certain disabled persons; 10ocial security benefits for a child 
entitled on the earnings of more than one person; filing of disability 
applications; social security coverage for students employed at State 
operatpj schools; and social security coverage of Registrars of Voters 
in Louisiana; coverage of certain policemen and firempn in 'Vest 
Virginia; and wage credits for Americans of .T apanese ancestry who 
\YerP intenwd by thP U.S. Govprnment during ·world 'Var II. 

In addition, in ordPr to pay for a portion of the long-range costs 
associated with the 10-percent across-the-board bPnefit incrPase, the 
Committee deleted the House-passed amendments relating to actuari
ally reduced bPnPfits in one catPgory not being madP applicable to cer
tain benefits· in other categories; the computation of benefits based on 
combined earnings of a married couple; and to the dropping of addi
tional years of low earnings from the computation of average earnings. 

PRINCIPAL MEDICARE-MEDICAID PROVISIONS 

1. PROVISIONS OF HOUSE BILL NOT SUBSTANTIALLY MODIFIED BY 
COMMITTEE 

Problem 

Medicare Coverage for Disabled Beneficiaries 

(Section 201) 

The disabled, as a group, .are simi_lar to the elderly ~n those charac
teristics-low incomes and high medical expenses-which led Congress 
to provide health i~surance for older people. ~hey use about seve;n 
times as much hospital care, and about three ~Imes as mu_c~ phy~I
cians' services as does the nondisabled populatiOn. In additiOn, dis
abled persons are often unable to obtain private health insura.nP.P. 
coverage. 
Finance Committee Amendment 

Effective July 1, 1973, a social security disability .beneficiary W?~ld 
be covered under Medicare after he had been entitled to disabihty 
benefits for not less than 24 consecutive months. T.hose covered. would 
include disabled workers at any age; disabled widows an~ d~sabled 
dependent widowers between the ages of 50. an4 ~5; b~nefiCianes ~ge 
18 or older who receive benefits because of disabihty pr~or to reachm~ 
age 22 ; and disabled .qualified railr~ad. retirement ann~It~nts .. .i\n. est!
mated 1.5 million disabled benefiCiaries would be eligible untlally. 
Estimated first full-year cost is $1.5.billion for hospital insurance and 
$350 million for supplementary medical coverage. 

Problem 

Hospital Insurance for the Uninsured 

(Section 202) 

A substantial number of people reaching or presently over age 65 
are ineligible for Social Security and thl_ls cannot secure Part A 
(hospital insurance) coverage unde_r Medicare. These p~ople have 
difficulty in securing private health msurance coverage With benefits 
as extensive as those of Medicare. 
Finance Committee Amendment 

The Committee bill will permit persons age 65 or over who .are 
ineligible for Part A of Medicare to voluntarily enroll. f?~ hospit~l 
insurance coverage by paying the full cost of coverage (mitlally esti
mated at $31 monthiy and to be recalculated annually). Where the 
Secretarv of HEW finds it administratively feasible, those State a~d 
other. public employee groups which have, i~ the past, voluntarily 
elected not to participate in the Social Security program could opt 

(13) 
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for and pay the Part A premium costs for their retired or active em
ployees age 65 or over. 

The Finance Committee amendment requires enrollment in Part B 
of Medicare as a conrlition of buying into Part A. 

Problem 

Part B Premium Charges 

(Section 203) 

During the first 5 years of the program it has been necessary to 
increase the Part B premium almost 100 percent-from $3.00 monthly 
per person in .Tuly 1966 to a scheduled $5.80 rate in July 1972. The 
government pays an equal amount from general revenues. This in
crease and projected future increases represent an increasingly sig
nificant financial burden to the aged living on incomes which are not 
increasing at a similar rate. 
Finance Committee Amendment 
· The Committee bill will limit Part B premium increase to not more 
than the percentage by which the Social Security cash benefits had 
been generally increased since the last Part B premium adjustment. 
Costs above those met by such premium payments would be paid 
out o~ general revenues in addition to the regular general revenue 
matchmg. 

Automatic Enrollment for Part B 

(Section 206) 
Problem 

Under present law, eligible individuals must initiate action to 
enroll in Part B of Medicare. Nearly 96 percent of eligible older 
people so enroll. Some eligibles, however, due to inattention or in
ability to manage their affairs, fail to enroll in timely fashion and 
lose several months or even years of necessary medical insurance 
coverage. · 
Finance Committee Amendment 

Effective July 1, 1973, the change provides for automatic enroll
ment under Part B for the elderly and the disabled as they become 
eligible for Part A hospital insurance coverage. Persons eligible for 
automatic enrollment must also be fully informed as to the procedure 
and given an opportunity to decline the coverage. · 

Relationship Between Medicare and Federal Employees' 
Benefits 

(Section 210) 
Problem 

Federal retirees and older employees have been required to take full 
coverage and pay full premiums for Federal employee coverage despite 
the fact that the Federal Employees' Prog-rams will not pay any 
benefits for services covered under Medicare. Thus the retiree, who also 
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has earned entitlement to Medicare, is paying a portion <?f hi.s prem~UJ?
to F.E.P. for cov~rage for which no l?en~fits.will be paid him. This IS 
particularly true m the case of hospitalizatiOn. The F.E.P. does not 
presently o:ffei_" such employees or retirees wi~h dual eligibility the 
option of electmg a lower-cost pohcy or one which supplements rather 
than duplicates Medicare benefits. 
Finance Committee Amendment 

Effective January 1, 1~75, Medicare would not pay a beneficiary, 
who is also a Federal retiree or employee, for services covered under 
his Federal Employee's health insurance pol~cy which are. also covei_"ed 
under Medicare unless he has had an optiOn of selectmg a policy 
suppJementing Medicare benefits. If a suplemental policy is ~ot made 
available, the F.E.P. would then have to pay first on any Ite~s of 
care which were covered under both the F .E.P. program and Medicare. 

Limitation on Federal Payments for Disapproved Capital 
Expenditure 

(Section 221) 
Problem 

A hospital or nursing home can, under p~esent law, make large capi
tal expenditures which may haye been d.Isappro~ed by ~he State or 
local health care facilities plannmg council ~nd still be reimbursed by 
Medicare and Medicaid for capital costs (depreciation, interest on 
debt, return on net equity) associated with that expenditure. 

Finance Committee Amendment 
The Committee bill will prohibit reimburse.ment to provi~ers un~er 

the Medicare and Medicaid program~ for capital. costs assoCiat~d with 
expenditures of $100,000 or more whiCh are sp~~Ifically determmed to 
be inconsistent with State or local health facility plans. 

Experiments in Prospective Reimbursement and Peer Review 

(Section 222) 
Problem 

Reimbursement on the present reasonable C?sts basis contains lit~le 
incentive to decrease costs or to improve efficiency, and retrospec~IVe 
cost-finding and auditing have ca'?-sed le!lgt~y delays. and c?nfusi?n. 
Payment determined on a prospective basis might provide an mcentiVe 
to cut costs. However, under prospective payment providers might 
press for a rate less favorable to the Government than the present cost 
method, and they might cut back on the quality, ra_ng~ and frequency 
of necessary services so as to reduce costs and maximize return. 

Finance Committee Amendment 
The Committee bill instructs the Secretary to experiment with vari

ous methods of prospective reimburse~ent, and to _report .to the C?n
gress with an evaluation of such experiments. In view of Its adop.twn 
of the Professional Standards Review amendment, the Committee 
deleted the portion of this section authorizing peer review 
experimentation. 



Problem 

Limitations on Coverage of Costs 

(Section 223) 

qe_rt;ain. institutions may incur excessive costs, relative to comparable 
facihti~ ~n t~e same area, as a. result of inefficiency or "the provision 
of amemties m plush surroundmgs." Such excessive costs are now re
imbursed under Medicare. 
Finance Committee Amendment 

The C?mmitte~ bi~l authorizes ~he S~cretary ·to establish limits on 
overall direct or md~rect_costs which will b_e r~cognized as reasonable 
for comparable services m comparable facilities m an area. He may 
also establish maximum acceptable costs in such facilities with respect 
to items or group~ of ~er~ices (for example, food costs, or standby 
c?sts). The beneficiary IS liable for any amounts determined as exces
sive (except that he may not be charged for excessive amounts in a 
facility in which his admitting physician has a direct or indirect own
Prship in~e.r~st). The Secretary is required to give public notice as to 
those f~cihties where beneficiaries may be liable for payment of costs 
determmed as not "necessary" to efficient patient care. 

In cases where emergency care is involved, however patients would 
not he liable for any differential in costs related to the 'emergency care. 

Limitation on Prevailing Charge Levels 

Problem 
(Section 224) 

Under ~~e ~resent reasonable cha~ge_policy, Medicare pays in full 
any physiCian s _charge that falls withm the 75th percentile of cus
tomary charges man area. However, there is no limit on how much 
physicians, in general, can increase their customary charges from year 
to year and thereby increase Medicare payments and costs. 
F ina nee Committee Amendment 

The Committee bill recognizes as reasonable, for Medicare reim
bursem~nt purp?ses. only, t~ose charges which fall within the 75th 
perc~ntile. Startmg m 1973, mcreases m physicians' fees allowable for 
MediC~re purposes, would be limited by a factor which takes into ac
~ount mcreased costs of practice and the increase in earnings levels 
In an area. 

With respect to reasonable charges for medical supplies and equip
ment, the ame.ndment would provide for recognizing only the lower 
charges at whiCh supplies of similar quality are widely available. 

Payment for Physicians' Services in the Teaching Setting 

Problem 
(Section 227) 

Physi~ians i!l private. pract.ice are generally reimbursed on a fee
fo_r-serv~ce basis for care provided to their bona fide private patients. 
Difficulties have _arisen i_n deter~ining how and whether payments 
should be made m teachmg hospitals where the actual care is often 
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rendered by interns and resid~n.ts under. the ~irection (sometimes 
nominal) of an attending physician who IS assigned to (but not se-
lected by) the Medicare patient. . . . 

The issue relates to the compensation of th~ ~ttendmg phy~ICian 
often termed the supervisory or teac~ing physician. The sa~anes of 
interns and residents are now covered m full as~ Part A ho~pital cos~. 
In general, patients were not billed for _the ser~I~es of teachmg physi
cians prior to Medicare and, since M~di~are, b_Illmgs have been essen
tially limited to Medicare and MediCaid patients. The pr?Ceeds are 
·most frequently used to finance and su~sidize medical ~ducation rather 
than being paid directly to the teachmg doctor. While charges _have 
often been billed on a basis comparable ~ those ch.arged by a pnvate . 
physician to his private patients the services provided are often less. 
Finance Committee Amendment 

The Committee bill provides tha.t services of teaching physicians 
would be reimbursed on a costs basis. unless : 

(A) The patient is bona fide pnvate or 3 · 
(B) The hospital has ch3;rged a_ll patients and collected from 

a majority on a fee-for-ser~ICe basi~ .. 
For donated services of teachmg physiCians, a ~lary cost. would b_e 

imputed equal to the prorated usual costs of full-~Ime salane4 physi
cians. Any such payment would be ma~e to a special f';lnd designated 
by the medical staff to be used for charitable or educatiOnal purposes. 

Advance Approval of ECF and Home Health Coverage 

(Section 228) 
Problem . 

Uncertainty about determinations of eligibility ~or care. m. an 
extended care facility or hoJ?e he3;lth program foll?w~ng 1?-os~Ital.Iza
tion have created major difficulties fo: ~ntermedi~r~es, mstitutwns 
and beneficiaries. The essential problem Ism d~termmn:;tg whet~er the 
patient is in need of skilled nursing and ~ediCal ~rviCes o~ m fact, 
needs a lesser level of care. Retroactive claiJ!lS dema.ls resulti_ng ~rom 
determinations that skilled care was not reqmred, while often JUStified, 
have created substantial friction and ill will. 
Finance Committee Amendment 

The Committee bill authorizes the Secretary to ~stablis~, by diag
nosis minimum periods during which the post-hospital patient would 
be p;esumed to be eligible for benefits. 

Termination of Payment to Suppliers of Service 

(Section 229) 
Problem . 

Present law does not provide authority for t~e S~cre~ary to wit~h?ld 
future payments for services rendered by an mstitutwn o_r physician 
who abuse the program, although payments ~or past clarms may be 
withheld on an individual basis where the services were not reasonable 
or necessary. 
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Finance Committee Amendment 
The Secretary would be authorized to suspend or terminate Medi

care payments to a provider found to have abused the ro ram 
Furtther,h~hhre ~ould be no Federal participation in Medic~il pay: 
me:!? s w IC might be made subsequently to this provider Pro ram 
review .teams wou~d be esta~lis?ed .in each. State to furnish the S~cre
tary with professiOnal advice m dischargmg this authority. 

Elimination of Requirement That States Move Toward 
Comprehensive Medicaid Program 

(Section 230) 
Problem 

The Medic~id program has been a significant burden on State 
~~ances .. SectiOn 1993 (e) o~ Tit.le 19 requires each State to show that 
~t I~ makm.g e.fforts m the direc~IOn of broadening the scope of services 
m ~~ ~edi~aid program and liberalizing eligibility requirements for 
me Ica assista~ce. These required expansions of Medicaid ro ams 
hav~ been forc~ng Stat.es to either cut back on other progrims~r to 
cb~sid~r droppmg MediCai.d. The original date for attainment of those 
o Jectlves was 1975. The ymance Commi.ttee, the Senate and the House 
approved an amendment m 1969 postponmg the date to 1977. 
Finance Committee Amendment 

The Committee bill would repeal section 1903 (e). 

Relationship Between Medicaid and Comprehensive Health 
Programs 

(Section 240) 
Problem 

.St'tte agelci~s often cann?t make pre-payment arrangement which 
mig. resu t m . m?re e~c~ent and economical deli very of health 
s~rvlCes to Medi.caid recipi.ents because such arrangements mi ht 
vwl~te present ::r'Itle 19 reqmrements that the same range and levef of 
services be available to all recipients throurYhout the Stat 
F

. e a 
~nanoe Committee Amendment 
.The Committee bill ~_ould permit States to waive Federal state

;Ide~fss asnd comparability .requirements with approval of the Secre-
ary .I a tate co~trac.ts with an organization which has a reed to 

provide ?eal.th services m excess of the State J?lan to eligible r!ci ients 
who. reside ~n the area served by the orgamzation and who el~ct to 
r~cmve services from. such organization. Payment to such or aniza
~~~~ C?dld notd~te hig~er on a per-capita basis than the per~capita 

ICai expen I ures m the same general area. 

Program for Determining Qualifications for Certain Health 
Care Personnel 

(Section 241) 
Problem 

Jhere isf a sil~o_vtage of ~ualified manpower in the health care field 
,. an many ac Ities have difficulty hiring sufficient qualified personnel. 
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At the same time there are persons available who do not meet full 
licensing or Medicare educational requirements, but who have had 
years of experience and have been granted "waivered" status (for 
example, waivered licensed practical nurses). 

Finance Committee Amendment 
The Committee bill would require the Secretary to develop and 

apply appropriate means of determining the proficiency of health per
sonnel who are disqualified or restricted in responsibility under pres
ent regulations because of lack of formal training or educational 
requirements. 

In order to encourage young people to complete required training, 
all health personnel initially licensed after Dec. 31, 1975 would be 
expected to meet otherwise required formal educational and training 
criteria. 

Penalties for Fraudulent Acts and False Reporting Under 
Medicare and Medicaid 

(Section 242) 
Problem 

Present penalty provisions applicable to Medicare do not specifically 
include as fraud such practices as kickbacks and bribes. There is no 
criminal penalty provision applicable to Medicaid. Additionally, there 
are no penalties at present for false reporting with respeot to health 
and safety conditions in participating institutions. 

Finance Committee Amendment 
The Committee bill would establish penalties for soliciting, offering 

or accepting bribes or kickbacks, or for concealing events affecting a 
person's rights to benefits with intent to defraud, or for converting 
benefit payments to improper use, of up to one year's imprisonment 
and a $10,000 fine or both. Concealing knowledge of events affecting 
a . person's right to benefits with intent to defraud, and converting 
benefits to improper use would also be a Federal crime subject to the 
same penalty. Additionally, the bill establishes false reporting of a 
material fact as to conditions or operations of a health care facility as 
a misdemeanor subject to up to 6 months' imprisonment, a fine of 
$2,000, or both. 

Prosthetic Lenses Furnished by Optometrists Under Part B 

(Section 264) 
Problem 

Medicare will pay for prosthetic lenses furnished by an optometrist, 
provided that the medical necessity for such lenses has been deter-
mined by a physician. 

Optometrists contend that to require their patients to obtain a physi-
cian's order for prosthetic lenses is unfair to both .the patient and the 
optometrist. Moreover, because the physician who furnishes the order 
is generally an opthalmologist, the requirement may serve to encour
age patients to use an ophthalmologist m preference to an optometrist. 
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Finance Committee Amendment 
The Committee bill provides that, for the purposes of the medicare 

~rogram, an optometrist be recognized as a "physician" under sec
tion. 1861 ( r) ?f the Act, bu~ only with respect to establishing the 
medical necessity of ·prosthetic lenses for medicare beneficiaries. An 
optometrist would not be recognized as a "physician" for any other 
purposes under medicare and no additional services performed by 
optometrists would be coverd by the proposal. 

2. PROVISIONS OF HOUSE BILL SUBSTANTIALLY MODIFIED BY 
COMMITTEE 

Failure by States To Undertake Required Institutional Care 
Review Activities 

(Section 207) 
Problem 

Both the General Accounting Office and the HEW Audit Agency 
ha~e found substantial unnecessary and overutilization of costly insti
tutional care under Medicaid, accompanied by insufficient usage of 
l~s~ cos~ly alternative out-of-institution health. care. There is no pro
VISion m present law which places affirmative responsibility upon 
States to assure proper patient placement. As a practical matter, the 
Department of HEW has seldom if ever, recovered from a State 
amounts improperly spent for non-covered care or services. 

House Bill 
1. Unless a State can make a showing satisfactory to the Secretary 

that th~ State has an effective program of control over the utilization 
of nursmg h~me care, e~ecti.ve January 1, 1973, t~e ~ouse bil! provides 
for a one-third reductiOn m the Federal Med1ca1d matchmg share 
for stays in a fiscal year which exceed 60 days in a skilled nursing 
home. 

2. Federal ma~ching would be available~ in any year, for only: (a) 
60 days of ~are m a general or TB hospital, and (b) 90 days in a 
~ental hospital ( exc~pt that an additional 30 days would be allowed 
m a mental hospital If the State shows that the patient will benefit). 
There would be no Federal matching for care in a mental hospital 
beyon~ 120 days in.any year. In addition, there would be no Federal 
matchmg for care m a mental hospital after 365 days of such care 
during a patient's lifetime. 

3. ~he House bill would also provide for an increase of 25% (up to 
a maximum. of 95% ) in the Federal Medicaid matching formula :for 
amounts pa1d by States under contracts with He·alth Maintenance 
Organizations or other comprehensive health care facilities. 

4. The bill w~uld p~ovide authority for the Secretary to assure that 
average Statewide reimbursement for intermediate care in a State is 
;easonably lower than average payments for higher level skilled nurs
mg home care in that State. 
Finance Committee Changes 

1. In additiol!- to the utilization review requirement, States must 
also conduct the mdependent professional audits of patients as required 
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by present law which are intended to assure that the patient is getting 
the right care in the right place. 

2. Where a State makes a satisfactory showing t? .the. Secretary 
that it has an effective program of control over t~e ~til~zati_?n of hos
pital and mental hospital care: (a) the 60-day hmitatwn I~ g;ene~al 
and TB hospitals, and (b) the 90-day or 120-day annua! hm1tatwn 
·md the 365-day lifetime limitation on care in mental hospitals, would ;wt apply. If proper procedures assure that the patient needs the care 
and is benefiting from it, it seemed inappropriate to cut off Federal 
matching utilizing arbitrary limitations. . . . 

3 The Committee deleted the House provision callmg for a 25% 
inc~ease in matching for amounts paid to ~MO'~, since if FJ;MO's 
deliver services more efficiently, and econom1cal~y, It wo~ld be m .the 
States' interest to deal with liMO's without an 1~crease m mat~hm~. 

4. Intermediate care services would also be subJect ~o a red~cbon m 
Federal matching after 60 days, unless the State provides ~at1sfactory 
assurance that required review is being un~ertaken. Th1s al?p~ar~d 
appropriate in view o:f the shift of interm~d1ate .care to MediCaid m 
legislation enacted subsequent to ~ou~e consideratwn.o.f H:R. 1. 

5. Finally, the Secretary's vahdatwn of Stat~ utihzahon controls 
would be made on site in the States and such findmgs would be a mat
ter of public record. The purpose here is to assure actu!ll-rather than 
paper--compliance with the proposed statutory reqmrements. 

Cost Sharing Under Medicaid 

(Section 208) 
Probl~m 

Under present law, States m~y require payment by the medicapy 
indigent of premiums, deduct1bles and co-payment amounts w1th 
respect to Medicaid services provided them but such amounts must be 
"reasoll'ably related ~o the reciri~nt's income." However, .States can
not require cash assistance recipients to pay any deduchbles or co-
payments. 
House Bill 

This section contains 3 provisions : . . . . 
1. It requires States which cover the mediCally md1gent to Impose 

monthly premium charges. The premium. would be graduated by 
income in accordance with stand·ards prescnbed by the Secretary and 
details re~arding the operation of the pre~ium would .be .left to the 
Secretary s discretion. The House Committee report mdicates that 
it would be expected that premiums ":ould be fixed .on a sta~e-by-state 
basis at whatever level would be reqmred to result m 'R savmgs under 
the medically indigent program o:f approximately 6 percent. . 

2. States could, at their option, require payment by ~he mediCally
indigent of deductibles and co-payment amounts whiCh would not 
have to vary by level of incom.e. . . . . 

3. 'Vith respect to cash assistance reCipients, nommal deductible and 
co-payment requirements, while pro~ibite~ for th~ six m~ndatory 
services required under Federal law (mpat1ent hospital se_rv1ces; .out
patient hospital services; other X-ray and laboratory serviCes; s~Illed 
nursing home services; physicians' services; and home health services), 
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would be permitted with respect to optional Medicaid services such 
as prescribed drugs, hearing aids, etc. 
Finance Committee changes 

The provision would be modified by the Committee bill as follows : 
1. _The House bill_permi~s ~tates to impose co-payments and de

ductibles on the mediCally-mdigent. The change limits such amounts 
~·0.c?-paymen~~ on patient-initiated elective services only, such as the 
Initial office VISits to physicians and dentists. 

2. T~e House hip ~lso allows States to impose co-payments and 
de.ductibles on the mdigent for optional Medicaid services. The com
mittee deleted this provision, as the savings ($5 million) would most 
probably be exceeded by the administrative costs. 

Mandatory Medicaid Deductible for Families With Earnings 

(Section 209) 
Problem 

U1_1der p~sent law,_.A;FpC families ~it_h earnings can, at a certain 
earnmgs pomt lose ehg"Ibihty for MediCaid. This has been caHed the 
"¥.edicai~ No~ch". This notch is believed to act as a potential work 
dismcentive, si~ce: at .a. ~z:tail_l ~ncome le_v~l a family may precipi
tously lose Medicaid ehgihihty If It has additional earnings. 
House Bill 

_Section.209 would remove.th!s "notch': by requiring AFDC families 
~vith ~rn~ngs to pay a Medicaid deductible. In States without a med
Ically mdi~nt progralll this deductible would be equal to one-third 
of all earnmgs over $720. The deductible amount is identical to the 
amoun~ of ea;rnings whicih AFDC families would be allowed to retain 
as an n;tce~tive. 0 :w.ork. This approaoh eliminates any sudden loss 
of Medicaid ehgrbilit;v. However, although eligible for Medicaid 
every dollar of a recipient's retained earnings raises his Medicaid de~ 
ductible by one dollar. 
~n ~hose States with programs for the medically indigent, an AFDC 

~empient would not. have to pay the deductible until his retained earn
!ngs ex~ded ~he ~rfference between a State's cash assistance level and 
Its me~wally md!gent level. At this point, however, his Medicaid 
deductible would mcrease dollar for dollar with his retained earnings. 

Finance Oorrvrnittee Ohanges 
. AltJhough_th~ House pro_v~sion eliminates any sudden loss of eligibil
I~Y for MediCaid, the provisiOn acts as a subsbantial work disincentive 
smce: the Medicaid deductible increases dollar for dollar with retained 
earnmgs. 

In o_rder to avoid establishing a substantial work disincentive the 
Committ.ee amended Section 209 to deal with the "Medicaid Notch" 
by allowmg Wo.rk ~rogram f~~il!~s otherwise eligible for Medicaid, 
who would ordmarily lose eligibility as a result of earnings from 
employl?en~, to remain eligible for. ¥edicaid for one year. At 
the ~xp_IratiOn o~ that year, such families could elect to continue in 
MediCaid by pa.ymg a P.remium of 20 percent of income in excess of 
$2,~ annual_lY, (e~clu~ing work bonus amounts). Additionally, other 
families pa~tlci_pat!n@: m the Work Program (see Title IV) which 
are otherwise mehgible for Medicaid in a State could also vol-
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· untarily eleet to participate by paying a premium of 20 percent of 
income (excluding work bonus) ·above $2,400. Costs of coverage for 
those families on a premium basis would be subsidized by the Federal 
Government to the extent premium income did not cover the costs of 
benefits for those families. 

The Committee retained that portion of Section 209 of the House bill 
which gives States the option of covering under Medicaid aged, blind 
1tnd disabled persons made newly eligible as a result of the increases in 
payment levels to these persons proposed by the Committee. 

Medicare Benefits for Border. Residents 

(Section 211) 
Problem 

At present; coverage for care in a foreign hospital near the U.S. 
border is available only where an emergency occurs within the United 
States and where the foreign institution is the closest adequa:te bcility. 
This limitation creates difficulty in securing necessary non-emergency 
care by border residents who ordinarily do and would use the nearest 
hospital suited to their medical needs, which may be a foreign hospital. 

House Bill 
Authorizes use of a foreign hospital by a U.S. resident where such 

hospital was closer to his residence or more accessible than the nearest 
suitable United States hospital. Such hospitals must be approved 
under an appropriate hospital approval program. 

In addition, the provision authorizes Part B pa~ents for neces
sary physicians' services furnished in conjunction w1th suoh hospitali-
zatiOn. 
Finance Oorrvmittee Ohanges 

The Committee approved the House provisions; it also authorized 
Medicare payments for emergency hospital and physician. services 
needed bv beneficiaries in transit between Alaska and the other con
tinenta 1 States. 

Payments to Health Maintenance Organizations 

(Section 226) 
Problem 

Certain large medical care organizations seem to make the delivery 
of medical care more efficient and economical than the medical care 
community at large. 

Medicare does not currently pay these comprehen:-ive programs on 
an incentive capitation basis, and consequently any financial incentives 
to economical operation in such programs have not been incorporated 
in Medicare. 

Two areas of potential concern arise in dealing with HMO's. The 
first area of concern involves the quality of care which the HMOs 
will deliver. Most existing large HMOs provide care which is gen
erally accepted as being as of professional quality. However, if the 
Government begins on a widespread basis, to pay a set sum in advance 
to an organizatiOn in return for the delivery of all necessary care to 

79-1840-72-3 
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a gro~p o.f J>OOP.le, there must be effective means of assuring that such 
orgamzat10ns Will not be tempted to cut comers on the quality of their 
care (e.g., by_ using marginaf facilities or by not providing necessary 
care and ~mces) m order to maximize their ~urn or "profit." Under 
pr~nt reimbursement arrangements, although there may be no in
centive for efficiency, neither is there an incentive to profit through 
underservicing ·and other comer-cutting. · 

The second problem area involves the reimbursement of HMO's. 
If an ~MO w~r·e to enroll ~l~tively good risks .(i.e., the younger andJ 
healt.hier Medicare benefi?Ianes), payment to that organization in 
re~atwn .to average per capita non-HMO costs--without accurate actu ... 
arial adJustments---eould result in large "windfalls" for the HMO as 
the current costs of ~aring for these beneficiaries might turn out U: be 
!lluch less. than Med!care's avera{re per capita costs. Additionally, ceil
~ngs on wmdfalls.nnght be evaded because an HMO conceivably could 
mflate charges to It by related organizations thereby maximizing profits 
through exagl!erated benefit costs. 

It may not always be possible to detect and eliminate such windfulls 
through actuarial adjustment. Further, once a valid base reiml.urse
ment rate is determined, an issue remains as to the extent to which the 
HMO, and the Government should share in any savings achieved by 
an HMO. 
House Bill 

The House bill authorizes Medicare to make a single combined Part 
A and B payment, prospectively on a capitation basis to a "Health 
Maintenance Orgamzation," which would agree to prdvide care to a 
group not more than one-half of whom are Medicare beneficiaries 
who freely choose this arrangement. Such payments may not exceed 
95 pet:cent of present Parts A and ~ per capita costs in a given geo-
graphic area. · 

':J.'he Secretary could ~ake these arrangements with existing pre
paid groups and foundatiOns, and with any new or~nization which 
meets the broadly defined term "Health Maintenance brganization." 
Finance Committee Changes 

Agreeing with t~e ~esirabi~ity of authorizing reasonable per capita. 
p~ymen~ to orgaruzations which have demonstrated a capacity to pro
VI~e quahty h~alth care, and r~ognizing the above problems, the Com
mittee 111uthorized the followmg approach as a modification of the 
HMO provision in the house bill : 

ELIGIBILITY FOR INCENTIVE REIMBURSEMENT 

T.he _Secreta.ry. would ~e author~zed to contract on an incentive 
capitation basiS for Medicare serv1ces with substantial estab1ished 
H~O's: ( 1) with reasonable. ~tan~ards for quality of ~are at least 
eqUivalent to standards preva1lmg m the HMO's area and which can 
be adequately _monitored, and (2) w~ich have sufficient operating his
~ory a,n~ su~c~ent enrollll_lent to prov~de an adequate basis for evaluat
mg tl~en: abib,ty to _provide appropriate health care services and for 
establ~shmg a combmed Part A-Part B capitation rate. 
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GENERAL REQU~ENTS 

Such reimbursement would be authorized for HMOs which: (1) 
have been in operation for at least two years, and (2) have a minimum 
of 25,000 enrollees, not more than one-half of whom are age 65 or over. 

Ewceptio'n 
The Secretary would be authorized to make exceptions to the mini

mum enrollment requirement in the case of HMOs in smaller com
munities or sparsely populated areas which had demonstrated through 
at least 3 years of successful operation, capacity to provide healtli 
care services of proper quality on a prepaid basis and which have at 
}east 5,000 members. 

REIMBURSEMENT 

The combined Part A-Part B per capita payment would be deter
mined and administered as follows : 

1. An eligible HMO approved by the Secretary for per capita re
imbursement would submit, at least 90 days prior to the beginning of 
a prospective Medicare contract year, an operating costs and enroll
ment forecast. On the basis of the estimate and available information 
regarding Medicare costs in the HMO's area, the HMO and the Secre
tary would arrive at an interim per capita reimbursement rate. The 
rate would reflect estimated costs of the HMO for its enrolled popula
tion but might not exceed 100 percent of the estimated "adjusted aver-
age per capita cost" (as defined below). · 

2. At the beginning of the contract period, the HMO would be 
paid monthly, in advance, the interim per capita prepayment for 
the Medicare beneficiaries actually enrolled. The HMO would submit 
interim cost estimates on a quarterly basis and the interim payment 
could be adjusted as indicated in such estimates, subject however to 
the limitations Aet forth below. 

3. The HMO would submit, annually, independently certified finan
cial statements, including certified costs statements allocating HMO 
operating costs to the Medicare population in proportion to utilization 

' of HMO resources. Allocations may use statistical, demographic and 
utilization data collection and analysis methods acceptable to the Sec
retary in lieu of fee-for-service or cost-per-service methods in the case 
of an HMO which does not operate on a fee-for-service basis. Such 
statements would be developed in accordance with Medicare account
ing principles but not necessarily on the basis of actual case-by-case 
patient services. All HMO's would be subject to audit in accordance 
with the selective audit procequres of the Bureau of Health Insurance 
and would also be subject to audit and review by the Comptroller 
General (and the Inspector General for Health Care administration). 

4. The Secretary would retroactively determine on an actuarial 
basis what the per capita costs for Part A and Part B services for the 
HMOs' Medicare population would have been if the population had 
been served through other health care arrangements in the same gen
eral area and not enrolled in the HMO. That IS to say there would be a 
calculation, on the basis of experience in the same or similar geo
{rraphical areas, of the cost for the non-HMO [!roup of similar size, age 
distribution, sex, race, institutional status, disability status, cost experi-
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ence for the Medicare contract year in question, and other factors 
deemed by the actuaries to be relevant and material such as unusual 
usage of low-~ost hospitals and non-usage of specialists. This figure 
defined as "adjusted average per capita cost" would be determmed 
as promptly as practical after the end of a contract period. Many of 
the difficulties and uncertainties of previously suggested methods of 
rate determination are minimized or eliminated by making- this deter
mination after the fact. For example, the makeup of the enrolled 
population and Medicare cost experiences-within and outside of the 
HMO-would be known, rather than merely estimated. 

!S. If the HMO's costs for the types of expenses reimbursable under 
medicare are less than the adjusted average per capita cost the differ
~nce, called "net savings" would be divided and allocated as follows: 

Savings between 90 percent and 100 percent would be divided 
equally between the Government and the HMO. Savings between 
80 percent and 90 percent would be divided 75 percent to the 
Government and 25 percent to the HMO. Savings below the 80 
percent level would be allocated entirely to the Government. 

'rhus, assuming an HMO operated at 80 percent of adjusted average 
per oopita costs, it would receive a share equal to 71h percent of the 
adjusted average per capita costs and the Government would retain 
12% percent of those costs. 

6. At the option of the HMO, it could apply any amount of its 
share of the saving toward improved benefits, reduced supplemental 
premium rates, or other advantages for beneficiaries or retain the 
money. It could not, however, make cash refunds to beneficiaries. 

7. If, on the other hand, HMO costs exceed adjusted average per 
ca'Pita costs, the "excess costs" would be allocated between the gov
ernment and the HMO in the following manner: 

Any amount of excess between 100 percent and 110 percent 
would be divided equa:lly between the Government and the HMO. 
Excess costs between 110 percent and 120 percent would be borne 
25 percent by the HMO and 75 percent by the Government. Costs 
in excess of 120 percent would be borne entirely by the Govern
ment. Any losses incurred would carry forward and be recovered, 
proportionally, by the HMO and the Government in the future. 
Any losses bl the Government would have to be recovered in full 
before any 'savings" could be paid to an HMO in future years. 

Reductions in Care and Services Under Medicaid Program 

Problem 
(Section 231) 

The Medicaid program has been a significant burden on State 
finances. In an effort to reduce financial pressure upon States, Section 
1~02 (d) of Title 19 provides that a State may reduce the range, dura
tion or frequency of the services it provides under its Medicaid 
program, but it cannot reduce its aggregate expenditures for Medicaid 
from one year to the next. This maintenance of effort requirement has 
forced a few States to either cut back on other programs or to con
sider dropping Medicaid. 
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Souse Bill 
The House bill provides for a continuance of the maintenance of 

effort clause with respect to the six mandatory health care services. 
The provision would. however, amend section 1902( d) by restricting 
the maintenance of effort requirement to those six basic services. The 
State would be able to modify the scope, extent and expenditures for 
optional services provided, such as drugs, dental care and eyeglasses. 

Finance Committee Changes 
The Committee substituted for the House provision an amendment 

repealing Section 1902(d)~ntirely. This action is consistent with 
Committee and Senate action on H.R. 17550 in 1970. 

Payments to States Under Medicaid for Installation and Opera
tion of Claims Processing and Information Retrieval Systems 

(Section 235) 
Problem 

Many States do not have effective claims administration or properly 
designed information storage and retrieval systems for their Medicaid 
programs and do not possess the financial and technical resources to 
develop them. Their recourse today is to contract with private com
panies for their data processing. 
House Bill 

1. Authorizes ~U percent Federal matching payments toward the cost 
of designing, developing and installing mechanized claims processing 
and information retrieval systems deemed necessary by the Secretary. 
The Federal government would assist States with technical advice 
and development of model systems. Federal matching at 75 percent 
would be provided toward the costs of operating such systems. 

2. Authorizes 90% matching for 2 years (up to a total of $150,000 
annual!y) for the development of cost determination systems for State
owned general hospitals. 
Finance Committee Changes 

The Committee deleted the first part of the House provision retain
ing, however, the part authorizing funds for cost-determination 
systems. 

Provider Reimbursement Review Board 

(Section 243) 
Problem 

Under present law, there is no specific provision for an appeal by a 
provider of services of a fiscal intermediary's final reasonable cost 
determination, although administrative procedures exist to ass~st pro
viders and intermediaries to reach reasonable settlement on disputed 
items. 
House Bill 

The House bill establishes a Provider Reimbursement Review Board 
to consider disputes between a provider and i:rittlrmediary where the 
amount at issue is $10,000 or more and where the provider has filed 
a timely cost report. Decisions .of the Review Board would be final 
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unless the Secretary reversed the Board's decision within 60 days. I~ 
~uc~ .n ri:'VE:'~"Sal occurs the provider would have the right to obtain 
JUdiCial revieW. 

The Home provision is similar to a Senate amendment to H.R. 
17550 in 1970. The House did not include those portions of the earlier 
Senate amendment which would allow provid~rs, as a group, to appeal 
a~rgregate amounts of $10,000 on a common Issue; and which would 
all.ow appeals. to the Board by a provider where the intermediary 
fails to make hmely final costs determinations. 
Finance Committee Changes 

The Comm~t~ee substituted the 1970 Senate language and added 
lanreage requmng the Secretary to rep01t to the legislative committees 
at t e. end of the .first yea:r; of operation of the provision concernin~ its 
eap~Ity to functi<?n eifectively and equitably as well as any suggestiOns 
he might have for Improvement of the process. 

Physical Therapy Services and Other Services Under Medicare 

(Section 251) 
Problem 

Physica;I therap:y is presently ?overed as an inpatient service, and as 
an outpatient service when fu.rrushed through a participating facilit"· 
or home health agency. Services cannot be provided in a therapist's 
office. 

An additio~al. probiem relating to physical therapy is that a patient 
can exhaust hts ~npatient ~~efits and continue to receive payment for 
treat!llent only If the famhty can arrange with another facility to 
;furnish ~he therapy as an outpatient service. For example, a hospital
IZed patie~t w~uld receive necessary physical therapy as a Part A 
benefit durmg hts 90 days of coverage. But, if his hospital stay exceeded 
90 days, he would be required to secure such services underPart B from 
a Hom~ l_Iealth Agency-even though the hospital, itself, was capable 
of provtdmg the nee~ed thera~y co~veniently. 
A~other probl~m IS the rapidly mcreasing cost of physical therapy 

serviCes and findmgs of abuse of the benefit. 
House Bill 
T~e How;:e bill wo'!lld i!lclude as covered services under Part B, 

physical therapy provided I!l the therapi~t's office under. s~ch licensing 
as the Secretary may reqwre and pursuant to a physician's written 
plan of treatment. 

. It would !Llso auth?rize a hospital or extended care facility to pro
yide «:mtpatient physiCal therapy services to its inpatients, so that an 
mpatient could conveniently receive his Part B benefits after his inpa
tient benefits have expired. 

Finally,. it would control :physical therapy costs by limiting total 
payments m on~ year for services by an inde_Pendent practitioner in his 
offic~ or the P!Ltient's home. to $100, and by limiting reimbursement for 
ser':Ices provided bv phy~Ical and other therapists in an institutional 
sett!llg to a reasonable salary-related basis rather than fee-~for-service 
basis. 
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Finance Committee Changes . . . 
The Committee modified the House ~roviSIO~ by ado~tmg language 

to assure that factors, such as travel time, be u~cluded m th~ ~alcula
tion of salary-related reimbursement and deletmg the provision that 
would have established a new and separate benefit o~ up to $109 a~-

ually for services provided by an independent physiCal therapist m 
his office or in a patient's hoJ?e· . . . . . . 

Additionally the Committee will mclude m Its Report mstructions 
to the Secretary designed to assure that reason!Lble arrangements may 
1)e undertaken in rural and smaller populatiOn centers to enhance 
availability of physical therapy in those areas. 

Waiver of Registered Nurse in Rural Skilled Nursing Facility 

(Section 267) 
Problem . 

There are some rural nursing homes which .can obtain a reg~ste~ 
nurse to work one shift 5 days a week, but whiCh are unable to obtam 
the services of an additional registered nurse to work on the other 
2 days, generally the weekend. 

House Bill 
The House bill would allow a compl.ete waiver.of the r~uirement 

for a re~red nurse in a rural nursmg hom~, If there IS no other 
skilled nursing home in the area to ~eet P!l.taent needs. :Under the 
bill a skilled nursing home could functiOn without any sktlled nurse 
at all. 
Finance Committee Changes 

The Committee modified the provision granting waivers for 
certain rural skilled nursing facilities ~hich are ~~a;ble to assure the 
presence of a full-time re~stered nurse m such faci~lties 7 da:ys a week. 
The Committee modificatiOn would allow a ru~al sktl~ed nursmg.home, 
which has one full-time registered nu!-"se and 1s maki~g good f!L1th ef
forts to obtain another, a special waiv~r of the nursmg reqwrement 
with respect to not more than two ~h1ft~, such a~ ~wer a weekend. 
This special waive~ ~oul~ ~authorized 1f the faCJhty.had only pa_
tients whose phystcians mdicat~d that each such P.atient could !>a 
without a registered nurse'sservic~ .for a 48-~o~r penod. If the fa~tl
ity had any patients .for whom p~ysicians had IndiCated a need for daily 
skilled nursmg services, the faci~t.Y would have to m~ke arrangements 
for a registered nurse or a physician to spend sucJ;l time as ~as neces
sary at the facility on the uncovered day to proVIde the sktlled serv-
ices needed. 

Coverage of Chiropractic Services 
Problem 

Chiropractors are not currently eligible to participate as physicians 
in the Medicare ·program. . 

House Bill 
The House Bill calls for a study regarding the coverage of 

chiropractors. 
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Finance Committee Changes 
The Committee on Finance deleted the study of chiropractic serv

ices called for in the House bill and substituted a provision providing 
for the coverage under Medicare of services involving treatment by 
means of manual manipulation of the spine by a licensed chiropractor 
who meet<: certain minimum standards established by the Secretary of 
Health, Education, and Welfare. The same limitations on chiro
practic services applicable to Medicare would also pertain to States 
providing such care under Medicaid. 

3. NEW PROVISIONS ADDED BY THE FINANCE COMMITTEE 

Establishment of Professional Standards Review Organizations 

Problem 
There are substantial indications that a significant amount of health 

services paid for by Medicare and Medicaid are in excess of those 
which would be found to be medically necessary under appropriate 
professional standards. Furthermore, m some instances services pro
vided are of unsatisfactory professional quality. 
Finance Committee Amendment 

The Committee provided for the establishment of Professional 
Standards Review Organizations sponsored by organizations repre
senting substantial numbers of practicing physicians (usually 300 or 
more) in localareas to assume responsibility for comprehensive and 
ongomg review of services covered under the Medicare and Medicaid 
prog-rams. The purpose of the amendment would be to assure proper 
utilization of care and services provided in Medicare and Medicaid 
utilizing a formal professional mechanism representing the broadest 
possible cross-section of practicing physicians in an area. Appropriate 
safeguards are included so as to adequately provide for protection 
of the public interest and to prevent pro forma assumption in 
carrying out of the important review activities in the two highly ex
pensive programs. The amendment provides discretion for recogni
tion of and use by the PSRO of effective utilization review committees 
in hospitals and medical organizations. 

Coverage of Drugs Under Medicare 
Problem 

The costs of outpatient prescription drugs represent a major item 
of medical expense for many older people, especially for those suffer
ing from chronic and· serious illness conditions. The costs of such drugs 
are not presently coYered under the Medicare program. 
Finance Committee Amendment 

The Committee amended Part A of Medicare to cover the 
costs of certain specified drugs, purchased on an outpatient basis, which 
are necessary in the treatment of the most common, crippling or life
threatening chronic disease conditions of the aged. Beneficianes would 
pay $1 ·toward the cost of each prescribed drug included in the reason
able cost range for the drug involved. 

The amendment would cover specific drugs used in the treatment 
.of the following conditions: arthritis, cancer, chronic cardiovascular 
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disease, chronic kidney disease, chronic respi~tory d~ase~ diabete~ 
gout, glaucoma, high blood pressure, r~e~matl~, thyroid diSeaSe a~ 
tuberculosis. The amendment would hmi~ .reimbursement to certam 
dru~ nsed in the tn~fl.tment. of these ~o_nd1~10ns. For example, peop~e 
with chronic heart disease often use digitalis drugs to strengthen theid 
heartbeat, anticoagulant drugs to reduce the danger of blood clots an 
drugs to lower their blood pressure. These types of .drugs would be 
covered under the amendment as they are necessary m tl?-e treatment 
of the heart condition and they are.~ot types of drugs whiCh would be 
used by people without heart condttlons. . . 

Othl:'r drugs which might be us~~ by those '!Ith ?hroruc heart con
ditions (such as sedatives, tranqmlizers and vitamms) wou14 no\ be 
covered as they are drugs which are generally less expensrye1 ess 
critical in treatment and much more .difficult t.o handle admmi~\~a
tively, as many patients without chrome heart disease may also uti Ize 
these type'3 of medications. 

The major provisions of the amendme~t are: 
Eligibiiity.-Medicare beneficiaries with one or more of the fol1ow-

ing conditions: 
Diabetes. 
High blood p~essure. . 
Chronic cardiOvascular disease. 
Chronic respiratory disease. 
Chronic kidney disease. . 
Arthritis, gout and rheumatism. 
Tuberculosis. 
Glaucoma. 
Thyroid disease. 
Cancer. . 

Benefits-Would include those drugs: 
. N~ssary over a prolonged period of time for treatment of the 

above conditions 1 • d" 
Generally subJect to use only by those with the above con 1-

tions. 
This recommendation would exclude drugs not requiring .ab.P~Y

sician's prescription (except for insulin), d~gs sue~ as antl Iotlcs 
which are generally used ~nly f?r a sho.rt per1od of tune, band l1fe 
such as tranquilizers and sedatives which may be used Y e Igi e 
beneficiaries but also by many other persons. . . . . 

A list of the covered drug categories and Illustrative drug entitles 
follows: 

THERAPEUTIC CATEGORY AND DRUG ENTITY 

Adrenocorticoids (e.g., Cortisone, Dexamethasone, Hydrocortisone, 
Prednisone) . . . 

Anti-arrhythmics (e.g., q,mmdme) 
Anti-coagulants (e.g., Dtcumaro~) 
Anti-hypertensives (e.g., Reserp1ne) .. 
Anti-neoplastics (e.g., C:ycloph?sphamide, Flourouracil, Mercapto-

purine, Met!1otrexate, V mcl'lstme) 
Anti-rheumatics (e.g., Phenylbutazone) 
Bronchial dialators (~.g., I~pr~tere~ol) 
Cardiotonics (e.g., Digitoxm, D1goxm) 
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Coronary vasodilators (e.g., Nitroglycerin) 
Diuretics (e.g., Hydrochlorothiazide) 
Gout suppressants (e.g., Colchicine) 
Hypoglycemics (e.g., Insulin) 
Miotics (e.g., Philocarpin.e) 
Thyroid hormones (e.g., Thyroid) 
Tuberculostatics (e.g., Aminosalieylate, Isoniazid) 

Reimbu,rsement and C()Kt Oontrol11.-The amendment would utilize a 
reasonable charge reimbursement method, and would incorporate a 
formulary approach. The formulary established could include only 
drug entities in categories specified above. Participating pharmacies 
would file either their usual nnd customary markups or professional 
fee schedules as of June 1, 1972, which would then be applied to the 
estimated acquisition cost of the drug product. The usual and cus
tomary charge, includin~ mark-up or professional fee, for purposes 
of program payments and allowances, could not exceed the 75th per
c~~tile of charges by comparable vendors in an area for similar quan
tities of the dosage form of the drug. Outpatient drugs dispensed by a 
participating hospital or extended care facility would be reimbursed 
on the regular Part A Medicare costs basis. Increases in prevailing 
mark-ups or fees would be limited in a fashion essentially parallel to 
that applicable to physicians' fees. 

Finandng.-Part A Medicare payroll tax. 
Cost.-$100 million with a $1 co-payment per prescription. There 

would be an offsetting reduction in Federal-State Medicaid costs of 
$100 million as a result of this Medicare drug coverage. 

Inspector General for Medicare and Medicaid 

Problem 
There is, at present, no independent reviewing mechanism charged 

with speoific responsibility for ongoing and continuing review of 
Medicare and Medicaid in terms of the efficiency a~ electiveness of 
program operations and compliance with Congressional intent. While 
HEW's Audit Agency and the General Accounting Office have done 
helpful work, there is a J;leed for day-t<kday monitoring conducted 
at a level which can promptly call the attention of the Sectetary and 
the Congress to importa:Q.t problems and which has authority to 
rem~dy some of those problems in timely, effective and responsible 
fashiOn. 
Finance Committee Amendment 

Under the amendment, an Office of Inspector General for Health 
Administration would be established within the Department of Health 
Education, ~nd Welfare. The Tnspe<ltor General would be appointed 

· by the President, would report to the Secretary, and would be re
sponsible for reviewing and auditing the Social Security health pro
grams on a continuing and comprehensive basis to determine their 
efficiency, economy, and consonance with the Statute and Congressional 
intent. 

The Inspector General would be authorized to issue an order of 
suspension of a formal regulation,· practice, or procedure which he 
found inconsistent with the law or legislative intent. Generally speak-
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ing such suspen'Sion would become effective not less than 30 days after 
issdance unless specifically countermanded by the Secret&ry of HEW. 
Upon issuance of an order of suspension the Inspector Ge~eral would 
be required to immediately adVIse the committees on Fmance and 
Ways and Means as to the findings and basis for the order. If the 
Secretary countermands, he too would be required to .Un~edia~ly 
advise the legislative committees as to the reasons for his actiOn. 
Thus, a serious issue involving a question ooncerning Congressional 
intent would be placed before the committees having jurisdiction in 
orderly and delineated fashion. 

Medicaid Coverage of Mentally Ill Children 

Problem 
Present law limits reimbursement under Medicaid for care of the 

mentally ill to those otherwise eligible individuals who are 65 years of 
age or older. 
Finance Committee Amendment 

The Commit~e bill would authorize coverage of inpatien.t care in 
mental institutions for Medicaid elig~bles under age 21, :pr?vided ~hat 
the care consists of a program of active treatment, that It Is provided 
in an accredited medical institution, and that the State maintains its 
own level of fiscal expenditures for care of the .mentally ill under 21. 

The amendment also provided for demonstration projects of the 
potentjal benefits of extending Medicaid mental hospital coverage to 
mentally ill persons between the ages of 21 and 65. 

Public Disclosure of Information Regarding Deficiencies 

Problem 
Physicians and the public are currently unaware as to which hos

pitals, extended care facilities, skilled nursing home and intermediate 
care facilities have deficiencies and which facilities fully meet the 
statutory and regulatory requirements. This operates to discou~ge 
the direction of physician, patient, and public concern towar~ deficient 
facilities, which might encourage them to upgrade the quality of care 
they provide to proper levels. 
Finanbe Committee Amendment 

The Committee added to the House bill a provision under which the 
Secreta-ry of Health, Education and Welfare would be required to 
make reports of an institution's significant deficiencies or the absence 
thereof (such as deficiencies in the areas of staffing, fire safety_, and 
sanitation) a matter of public record readily and generally available 
at social security district offices. Following completion of a survey of 
a health care facility 01: organization, those portions. ~f the s_ur':ey re
lating to statutory reqmrements as well as those addittonal significant 
survey aspects required by regulation relating to the capacity of the 
facility to provide proper care in a safe setting would be matters of 
public record. In the case of Medicare, such mformation would be 
available for inspection within 90 days of completion of the survey 
upon request in Social Security District Offices, and, in the case of 
Medicaid, the information would be available in local Welfare offices. 
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Extended Care Facilities-Skilled Nursing Facilities 
Problem 

Serious problems have arisen with respect to the skilled nursing 
home benefit under medicaid and the extended care benefit under medicare. 

In the case of medicare, the definition of eligibility has been ex
tremely difficult to apply objectively and, consequently, has led to 
great dissatisfaction on the part of patients, providers and practi
tioners, resulting in many facilities' refusal to participate in medicare 
and widespread retroactive denial of benefits. 

Medicaid has its own set of problems with respect to skilled nursing 
home care. These include, according to the General Accounting Office 
and the HEW Audit Agency, widespread inappropriate placement 
of patients in skilled nursing homes who more properly belong in 
other institutional settings-such as intermediate care facilities-and 
widespread noncompliance with required standards. It appears diffi
cult to insist that a skilled nursing facility meet all necessary stand
ards without, at the same time, assuring that reimbursement is equi
table for necessary care in the proper setting. In general, that is not 
the case today. The Comptroller General and others have reported 
on the often Irrational payment mechanisms developed and utilized 
by many States in reimbursing for nursing home care. On an aggre
gate basis, it appears that nursing homes are not underpaid. However, 
because of the arbitrary payment structures in many States, in all 
probability, many facilities are being overpaid for the care they pro
vide while others are being underpaid. 
F'i~ Committee Am~8 

a. Conforming Standards for Ewtended Oare and Skilled Nursing 
Home F'aailities.-The Committee bill would establish a single defini
tion and set of standards for extended care facilities under Medicare 
and skilled nursing homes under Medicaid. The provision creates a 
single category of "skilled nursing facilities" which would be eligible 
to participate in both health care programs. A "skilled nursing 
facility" would be defined as an institution meeting the present defi
nition of an extended care facilitv and which also satisfies certain 
other Medicaid requirements set forth in the Social Security Act. 
These changes are intended to reduce duplicative activity and red-tape. 

·b. "Level of Care" Requirementa for Ewtended Care.-To make 
the Medicare extended-care benefit more equitable and suitable to the 
post-hospital needs of older citizens, as well as to avoid the problem 
of retroactive denials of coverage which have nlagued Medicare pa
tients and facilities, the Committee bill would change the level of care 
requirements with respect to entitlement for extended care benefits 
under Medicare. Present law would be amended to· authorize skilled 
care benefits for individuals in need of "skilled nursing care and/or 
skilled rehabilitation services on a daily basis in a skilled nursing 
facility which it is practical to provide only on an inpatient basis." 
Medicare coverage would also continue during short-term periods (e.g. 
a day or two) when no skilled services were actually provided but 
when discharge from a skilled facility for such brief period was neither desirable nor practical. • 
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· . t f Extended Oare Benejits.-
c. JJ,-Day Tra:nafer Re_qutreme:efici:'ries are entitled to exte~~ed 

Under existing Ia:w, Medicare be f d to an extended care fac~hty 
care benefits only If t~ey ar.e trans erre m a hos ital. The Comnnttee 
within 14 days followmg discha~. fro t"ents PAn interval of mo~ 
modified this with respect to .ce m P~tient~ whose conditions did 
than 14 days wou~d be aut~<?nze~ :klikd services within the 14-day 
not permit immedif!'te pro~'lSIOn o red hi s whose fractures have ~ot 
limitation (e.g., p~tlenth with ~ra~tul ther~y and restorative nursmg 
mended to the pomt w ere .P ysiC; to exceed 2 weeks beyond t~e. 14 
can be utilized). An exte~smn.no . tances where an admission 
days would 9;lso be au~drbee!~~ t~Oh~snon-availability .of appro
to an ECF IS pre_venf "l"ti'es ordinarily utilized by patients m a priate be~ ~pace m aCI I • • • 

geographic area. · Skilled Nursing Faml'tt'teB:-
d Reimbursement Rates for (Jtfre m ending Title 19 to reqmre 

· C "tt dded a provision am . d · ter The ommi ee a . b skilled nursmg an m -
States, by July. ~'. 19'74, to reimblrs~t-related basis, using accept
mediate care faCihtles ?n a rea~na th~ds approYed and validated by 
able cost-finding techmques an . mb rsement methods which the Sec
the Secretary of HEW.~hlst f~ei~ S~ate's Medicaid program wou~d be 
retary found to be accep. e d! stments for purposes of MediCare 
adapted, w~th apP.::opru~te a )U ent in that State. . 
skilled nursmg fac~hty ;;::a~~O~rtijication Procedures.-The CoW 

e. Skilled Nurstng . ~ Y d which the Secretary of H_E 
mitt<>e also added a profslll!t un u~lifies to participate as a "skillhd 
would decide whether a aCI I Y ~· d Medicaid programs. T E' 

nursing facility" in :o~~ ~hd ~:rny::tio~ based princip~~ly up~Sn t~ 
Secretary would rna e a e evaluation of the faCil.1ties. A ttl: 
appropriate State healdh rgen~ cept as a participant in the MediC
could, for good ca~s~, ec Il!e ac the Secretary but could not over
aid program a facihty cert~fiedFb~ 1 Medicaid matching funds for 
rule the Secretary and receive e eraS cretary. The Committee also 
any institution not approved by the ~sals of the President re~f!'rd
incorporated into the amendme?t prop . facility and intermediate 
ing full Federal financing of ski.lled ~~t~I:ftribntable to the Medicare 
care facil_ity_ survey and 1ru:ff~10rr:ining of additional Federal and and Medicaid program an . e 1 
State nursing facility inspection personne . . . 

. . ts Concerning the Most Suit· 
Authority for DemonsftraBbone:~~:i~ Ready for Discharge From able Types of Care or e':' . 

a Hospital or Skilled Fac1hty 

Problem . h italized medicare beneficiary It is not unusual for a previously osp nder the program. A bene-
to need services other than those covere_'fai may need further institu
ficiary who is discha~~ ffrom ~· ~ir: was hospitalized, but the care tional care for a ~nditlon or w IC . 
required is not skilled care. 

Finance Committee Ame'IUiment t of HEW to exneri-
h · d th Secre ary ed" The Committee aut orize .. e itable.levels of care .fQr M I-

ment wi~h methods for ddterfm~h~rge from hospi~als an~ ¥illed 
care patlen~ .~ho ared rea ly or require skilled care, mcludm~ some nursing faCilities an no onger 
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termina!ly-ill patients but who are unable to maintain themselves at 
home With~ut som~ sort of additional assistance. The experiments and 
demonstratiOn froJects could include (1) making Medicare payment 
for each day o care pr~vided in an intermediate care facility, count 
as one c~v~red day o~ skilled nursing facility care, if the care was for 
the ?onditiOn for whiCh the person was hospitalized, (2) covering the 
services of .homemakers, where institutional services are not needed. 
Such experime~ts would be aimed at determining whether such cover
~ge could elfective.ly lower l?ng-.rang-e costs by _pf)Stponing or preelud
I~g the need for higher cost mstltutlonal care or by shortening the pe
riOd ~f such care, and ascertaining what eligibility rules may be ap
prop.r~ate and .the resul~nt costs of application of various eligibility 
requirements, If the proJect suggests that extension of such coverage 
generally, would be desirable. · 

Problem 
Physicians' Assistants 

Ove_r the pa.s~ fe~ yea.rs, a number of programs have been developed 
to tram physiCu~.n~ ~ssistants .. T~ese assistants are seen as a way to 
extend the ph;ysician s pr?duc~Ivity and to bring care to many who 
would otherwise not receive It. HEW is currently supporting the 
training ~~ ~hese physicians' assist~~ts. Th~re are some 100 experi
n;tental tlammg programs for physiCian assu:;tants and nurse practi
tioners. Each o~ these, however, is structured differently, reflecting the 
l~ck of agreement amo~~ professi?n!lls on the experience and educa
tion that should be reqmred of trammg program applicants the con
tent of ~he programs,. or the responsibilities and supervisior: that are 
appropriate for t~e1r graduates. These unresolved issues have 
promJ,>te~ the Amet1ca.n Medical Association, the American Hospital 
Associatwn, th~ A~er!~an Public Health Association, as well as the 
Department · (m I~. ~~port on Licensure and Related Health 
Personn~l Credentiahng. ) and other organizations to ask for a 
moratormm on State licensure of the new categories of health personnel. 

Some feel that it ~s incon~istent for HE~ to support the training of 
these P.ersonJ?.el, whii~ Medicare does not, m some mstances recognize 
all their services as reimbursable items. ' 

pn_der present law, pa!t B of Medic~re pays for physicians' services. 
Withm Fhe scope of paymg for J?hysicians' services the program ays 
for serviCes commonly r~ndered m a p~ysician's offi~e b,y para-m~cal 
pers?nnel. F.or exatnpl~, If a nurse admmisters an injectiOn in the office, 
Med.ICare will recogmze a small charge by the physician for that serviCe. 
Medi~are will !lot pay where a physician submits a charge for a 

professiOnal se_rvu;e, per!~rmed by a para-medical person, m cases 
where the serVIce IS traditionally performed by a physician. For ex
ample, the program would not recognize a charge for a complete physi
cal exam conducted by a nurse. 

Ad~itionally, Med1care will not recognize a physician's charge for 
a. se;viCe performed by a para-medical person outside of the physi
?Ia~ s office .. I!l other words, he would not be reimbursed for an in
~~IOn admimstered by. a para-medi~al employee in a nursing home. 

ers argue that Medicare does reimburse physicians for services 
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provided by these new physicians' assist~ts, so long as th~y are ser~
Ices commonly provided by para.-profess~onal per:so.nnel m ~ physi
cian's office. They go on to argue that, unt~l the t~ammg and ~!Censure 
of physicians' assistants becomes m?re umform_, It would be 111appr<>:
priate for Medicare to take the .J~ad 111 en.couragmg doct?rs--by gener
ous reimbursement tQ use physicians' assistants to work Independently 
or to expand their responsibilities. 
Fina~ Committee Amendme'nt 

The committee authorized demonstration projects ~o determine the 
most appropriate and equitabl~ meth?ds of compens~t~ng for the serv
ices of physicians' assistants (mc~udmg nurse practitioners). The ob
jectives are development of non-u!-fla~10nary and less-costly alterna
tives which do not Impede the contmumg efforts to expand the supply 
of qualified physicians' assistants. 

The Role of the Joint Commission on the Accreditation of 
Hospitals in Medicare 

Problem · 
Several problems have arisen with respect to t~e JCAH r~le i~ 

the Medicare certification process. Pr~ent ~aw spec!fies that an mst~
tutio!J. f!lay be dee~ed to meet th.e certification. reqUirem~n~ of Medi
care If It IS accredited as a hospital by the J omt Commission on Ac-
creditatiQn of Hospitals. . 

In addition under the definition of a hospital, the sectiOn states 
that an institu'tion must meet such requirements as the Secretary finds 
necessary in the interests of health and safety, except that su~h other 
requirements may not ~ h~gher than _the comparab!e reqUirel?e~ts 
prescribed for the accreditation of hospitals b:y the Jo111t CommiSSIOn 
on the Accreditation of Hospitals. Another sectiOn of the law does allow 
an individual State to set higher standards. . . 

The JCAH survey process is not subJect to Federal reVIew, 
and all JCAH survey reports are confidential, available only 
to the Commission and the facility concerned. Consequently, 
the Federal agencies responsible to. the Co~g!ess for t~e ad
ministration of Medicare, are not 111 a positlOn to audit the 
validity of the overall JCAH suryey pro~ess .and are t~us. unable to 
determine the extent to which spec1fic deficienCies may exist m the vast 
majority of participati~ hospit~ls, sine~ ~C~ survey reports are 
not available to the Social Security Admi!J.lStra.tion. A further pr?b
lem arises because, under present law, MediCare IS barred from sett~ng 
a.ny standards which are higher than comparable JCAH reqmre
ments. This has been interpreted by Social Security to also ba~ esta~
lishment of any standards in an area where :JCAH has remamed SI
lent. Since the law does not refer to any specific JCAH standard, but 
rather to any standards prescribed by the JC~H, the law ~rves as an 
almost total and blanket delegati?n of aut~orit~ ove~ ~ospital stand
ards to a private agency. Th~s, If .the Jomt CommiSSion chooses to 
lower a standard Medicare 1s obliged to also accept that reduced 
standard. Though'the Federal Government is tied to •!9~ s~an?ards, 
a State may promulgate higher standards for fa.mhties withm the 
State. 
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FVna;n,ce Com;mittee Amendment 
The Commi~ approved a provision under which the State certifi

cation agencies, as d1rected by the Secretary, would survey on a ran
dom sample basis (or where substantial allegations of noncompliance 
have been made) hospitals accredited by the Joint Commission on 
Accreditation of Hospitals. This would serve as a mechanism to vali
date the JCAH survey process. If deficiencies from the JCAH stand
ards were found to exist in an institution, the Medicare standards and 
compliance procedures would be applied in that facility. To implement 
this authority, JCAH hospitals would, as a condition of participating 
in Medicare, agree, if included in a survey, to furnish the State agency 
or the Secretary on request with copies of the JCAH survey report on a 
confidential basis. The Joint Commission on Accreditation of Hos
pitals has indicated that it would cooperate fully with such validation 
surveys and the Secretary would be expected to consult with and co
operate with JCAH in these activities. 

Under the provision the Secretary would be authorized to promul
gate standards as necessary for health and safety after consultation 
with JCAH and with adequate lead-time without being bound to 
JCAH standards. 

Maternal and Child Health 
Problem 

The intent of the 1967 Amendments was to divide available funds 
between formula grants to the States, and special project grants for 
a few years, so tliat the Federal Government could fund innovative 
special project grants which the States might not be able to support 
out of their formula funds. The 1967 Amendments terminated special 
project grants as of fiscal year 1973 and converted all the project money 
to formula grants on the rationale that after a few years' time the 
States would recognize the value of and continue to support worth
while project grants as part of an overall State program. Two prob
lems have occurred in the interim. First the specml project grant has 
been utilized primarily in urban ghetto areas, while the formula funds 
are weighted m favor of rural States. Therefore, a shift of funds from 
urban States with project grants to rural States without project grants 
would occur if the project grants were terminated. Additionally, 
many project grant directors feel that with the pressure on State fi
nances, State health departments would be reluctant to use new for
mula funds to continue support for project grants however worthy 
they might be. 
Finance Committee Amendment 

The Committee added to· H.R. 1 a provision which extends for two 
additional fiscal years (through June 30, 197 4) the present special 
project grant authorization contained in Title V of the Social Security 
Act to support maternal and child health programs. 

Coverage of Speech Pathologists and Clinical Psychologists 
Under Medicare 

Problem 
While speech pathology and clinical psychology services are at times 

useful to aged persons with certain disorders, such services are rela-
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. . ible to the aged due to t~e sm r 'ble to participate m 
tlVt~~l~n~~~~~ho are employed by proVlbdlers ~~~e fact that the pro
pa . am Part of the pro em ed 
the Me .Ic.are progr · t be physiCian-direct · 
vider chmc or agency mus 
Fit~ .. a/Me Committee Amendment. . lo ·sts and speed~ the~-

of the services of chmcal psycho.11Pble under Medicare 1f 
Coverage · · tly ava1 a · · d' t d . ts on an outpatient basis IS presen d red in a physician- Ir~. e 

p~s rvices of such personnel are ren e ·ttee included a provl~Ion 
t .e .se t atient department. The Comml ril be rendered m a 
chmc i~ o~h~ requirement that su<;h care nec~~t. ifowever, the serv
re;:-oJ..m..a~-directed clinic or outpatie~t depart~ized setting, and under 
7! ys ld still have to be proVIded I:t;l an org& h sician who wo~d 
lces wou and treatment estabhsh~d b,Y a p ~dditionally' WI~h 
t': ~i:- o~:~:lleresponsibility for the pathnt~a~~uld be. included In 
J e nPr.t to psychological treatment, sucll'c 'tation on reimbursement 
rest'--; . d b th overall $250 annua IIDl 
and h~nt~ienf tre:tment of mental illnesses. 
for ou pa . . n in Selection of 

Provide Secretary Grea~er Dlstcrfbproviders to Them 
Intermediaries and Assignmen o 

Problem . ices-hospitals, extende~ 
ou or association of providers o~ serv ave the option of noml-

A f ·fties and home health. agencies-: ral Government) to act 
car~ aci I ' nization (including the Fe e . ders and the Gc:>vern-
nat~h~ '~~sc~~termedi~ry': bet":eel nbl the.J:'~pect to carriers in part 
as t (No such nominatiOn IS avai a e Wl 
men · t with an B f M dicare ) · to an aJZT8emen 

~'he Secret~ry is authorize~ ~ fita_r :~at to do so would be Th-
orl:~~z!\~h et!:C~rv:~~;~Mcient ~d;i:tistx;~0~1~1!~~ara~·if. h: 
Sl terminate an agreemen Wl t or that contmuatiOn 
td':~:r i~hra failed to ca~ry out t_h~ a~:~n administration of the 
of the agreement is inconsistent wit e cl 
program. . . 
Problem · · · rative prerogatlv~ m the 

It would be helpful to strength~n admid~s~ies and the reassignhent 
assignment of new provideSrs totmteh~uld have the primary a~t.:;d 

. t' roviders The ecre ary s . ders may be reas~n'"' .. 
?f exiS d~kine to ~hich i!ltermedi~ry. proV1 where contin'-;led a~ail
Ity to h 'sh to change mtermediaries or. n locale is mefficient, 
wh;e~ t e; WI a.rticular mtermediary in a g~v~ interest. That is. the 
~bi~ty thre aof otherwise not in ~he best progr.Jder but be able to ta~e a 
S:cr:~ry ~hould cons~de~ the w~sh of tfelrffectiv~ program operation. 
different course of action m the mteres o e 
Finance 0()'111!1'1'1..ittee Amendment . 816 so as to authori~e !he 

The Finance Committee a~ended s~dtlont~ available intermediarl!d· 
t to assign and reassign proVl ers expressed by the prov! -

tcre ayd take into account any ~refer~c~he primary considera.tl?n 
e bo~ would not be bound by their chOicff. tive and efficient admmis

efrs, h? assiQ"'lment action woUld .be thee ec 
or IS e d' ogram tration of the Me Icare pr . 

7&-184 o - n· 4 
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Disclosure of Information Conce.rning Medicare Agents and 
Providers 

Problem 
As part of its responsibility for administration of the Medicare 

program, the Social Security Administration regularly prepares for
mal evaluations of the performance of contractors-carriers and inter
mediaries-and State agencies, which assist SSA in program adminis
tration. In addition, SSA also prepares program validation review 
reports, which are intended to be used as management devices for 
informing intermediaries of findings and recommendations concerning 
selected providers of services and some of the aspects of their own 
Medicare operations. 

These evaluations and reports are of significant help in reviewing 
either the overall administrative performance of an individual con
tractor or a particular as~ect of its operation. Additionally, the sum
mary evaluations comparmg the performance of one contractor with 
that of another are very useful. However, these evaluations and re
ports are not available to the public in general. 

The Finance Committee reco~ized the dichotomy which exists in 
this situation. On the one h&nd IS the need for public awareness of the 
deficiencies of contractor performance with the accompanying pres
sures for improvement in administration that only such awareness 
can brin~. On the other hand; there is the need to avoid premature 
public d1sclosure of this type of information and to provide contrac
tors with sufficient opportunity to respond to the inform&tion in the 
reports before their publication to avoid release of erroneous findings, 
without rebuttal, which may prove damaging to their reputations. 
Finance Oornmittee Amendment 

To meet this problem, the Committee amendmentfrovides that the 
SSA regularly make fublic the following types o evaluations and 
reports: ( 1) individua contractor performance reviews and other for
mal evaluations of the performance of carriers, intermediaries, and 
State agencies, including the reports of follow-up reviews; (2) com
parative evaluations of the performance of contractors-including 
comparisons of either overall performance or of any particular con
tractor operation; (3) program validation survey reports-with the 
n&mes of individuals deleted. 

The propos&! would require public disclosure of future reports. 
Such reports would include only those which are official in nature and 
not include internal working documents such as informal memoranda, 
etc. Under the proposal, public disclosure of evaluations and reports 
would not be made until the contractor, State agency, or facility was 
given suitable opportunity for comments as to the accuracy of the find
ings and conclusions of the evaluation or report with such comments 
being made part of the report where the portions originally objected 
to have not been modified in line with the comment. 

Disclosure of such evaluations and report.s should not lessen the 
effort of SSA in its present information-gathering activities nor is the 
provision in any way to be interpreted as otherwise limiting disclosure 
of information required under the Freedom of Information Act .. 
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t Subcontractors' Records 
Access o 

z.em . be ntractors under 
prob h ome to the Committee's attention ~a!ubsidiary and related 

It · ·as .c ro ram apparently ca~ crea . Medicare contracts 
the M~diti~: ~n~ thereby avoid reqfimref!li~~:S documents, pa~rs 
0 rgamza d . f pertinent nanc1a ' . lated to the 
caldllinr~~~di~£ th~t~~~~ontrMactod~ invosltvaitn!t!r~~=~~~~e~ire phrodSuc-
an · Al h h the e Icare . 1 rds t e ec-
s~bc~nyt~a:!bco:tr~~for of l~is cdost and o~~d:;~h~c~:r~~~f his prime 
tlOn U has obtame access retary gener.a. Y 
contracts. 
FirwtMe Oommittee Amendment . nt would be included und~r 

Under the CommXlittX~e b~~ili~q~:h:~he Secretary musthi~n~l~~ethe 
· tl XVIII and P h t ·me contractors w c 1 

~Inyesprime contract ~ provision tf pa aJ~£ their services by. subcdonbtra.c-
f performance o nsohdate asls, 

future ~~Idn~k~ravailable to the gov~rnme:~, ~;g:ci~ations related to 
torst, w d financial data for subcontrac ors :t_ of the services where the 
cos an hich perform any pa 
the subcontr&ctor w · $25 000 or more l 
~ggregate subcontract cost lS . ' d that su~ontracts specify tha~h~ lh 
-s·· llarly it would be .req~ure 1 d to the subcontractor, w I~ 

sub~:tract~r, a~d fo~~!~~:~~~:a~: :~uld produce t~rt~~~n~!~~~~~~ 
~~:,d:;Jt!~~s,

0 

papef t~~;:~~t:r (f~:e;:(~~d, i~ the case, of the 
the Comptroller Genera ' ~ Sta.te officials. f 
Medicaid program, appt.:opriate . uirements would be grounds or 

F 'lure to comply wit~ these req . . 's (the prime contractor) 
B:l . an intermediary's or carrier 

terrn}~atl~g . th Medicare program. 
partiCipation m e 

Duration of Subcontracts 

Problem . . diaries and carriers ~the pri~e 
. Under present law, Mitcare ;~:~efor under terms which PiJm~! 
contractors) are genera y con t at the end of each yeat.:· 
the Secretary to cancel the o~i~:~c cancellation, the contract lS auto
fails to give the necessary n 
matica.lly renewed for ano\~eb.l:~~re some of these prim~. contra~h 

Instances have come to Ig hi h extend beyond the time at'! c 
have entered into subcont~ac~s ~he cprime contract. This seemd moon
the Secretary could te~mf~h: annual contract renewal proce ure. 
sistent with the concep 0 

Proposal . C ittee bill would specify in. the 
To deal with this situation, the om~t be entered into for ~rlOdS 

statute that future s~~contracts fa~rime contract unless such su~chl
longer than the remammg term 0 :ract renewal limitations apphca e 
tracts are subject to the same con 
to the prime contract. 

. . L' b'lity in Certain Situations Where 
Waiver of Beneftcdl~ry Clalall·ms Are Disallowed Me 1care 
Problem Medicare claim is disallowed~ the 

Under ~resent law, whene':er a d d falls upon the beneficiary. 
ultimate ha;bility for the services ren ere 
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This is ~ru.e even when the . 
qllently It Is determined thaf%~rai· has paid the claim and subse
a owed. The result is that in c aim should be reopened and dis
fh'ymen~ even thou~h he acted %ang~;r;s.tahbenefic_iary is liable for 

. e services he received were ai and did not know that 
pital, physician or other providot cfveroc!, and even though the hos-
F'inance Committee .A -.J er o services was at fault. 

U . menument 
~der .the Committee bill . 

certau~ Situations where cl~.a beneficiary could be "held harmless" in 
was Without fault In such . Ims. were disallowed but the beneficia 
the Government ~r to theSI~:~idns ~ liabili_ty would shift either Z 
examP.le, the provider utilized du:r epe~dmg upon whether, for 
{Jtlymg MediCare policy in his de /are (t.e., acted reasonably) in 
t. overnment. In the futu:re Profes ~ m~sSwith the beneficiary and the 
Ions would be expected t~ iv s~on~ tandards Review Or aniza
a~'!ance o.r concurrent desi~eedp[IOri!Y. to. determinations, eifher in 
ac Ive demals. ' o mimmize the problem of retro-

Where the ~nefic~ry was 
fact th!lt the servi.ces were not ware, or ~o~~d have been aware of th 
~n;fi}Iary and the provider ~~ded,·!hbllity W~>uld ~emain ~ith th! 

tioMh~~!h ~h~~~i~:~ea~~';!}:Sp~u~~ish~de~~~~~e~1~h~~!~r:~:: 
ere neither the beneficia ocess. 

covered services were involved [l nor the provider knew that non-
f~r p~yment as though a cov~red Gov~rnhent would -assume liability 
~e~:twn wo~ld arise in many cas:rd.i~n ad been furnished. (This 
ments nr H"edicany necessary or did not mee~~h.d lbec~usfe the services 
mak . ?Wever, when Medicare made e eve o care require-

ren~:~d~~s ~~~~ t~~fe~~i~ft~s lht on nJ~k~~haalth:~;~~ 0~ ::Vi~~ 
I~vo vmg stmtlar situations and fu resu t that m subsequent cases 
fJ:en case, he could not contend th ~er sta~s or treatments in the 

Wh
vernment's liability would besom~ he ~xl~r~Ised due care. Thus the 

ere the provider did .w a Imtted. ' 
reasonably could be e not exercise due care (that is h kn 
~i~~hility would shift ~~e~~dp~o~w that su?h care was ~ot ecovee::dr 
at on the beneficiary's er, ass';lmmg that there was ooJ 

coul~ appeal the intermedfaart;s ~he. J?rovider would be told thai{ he 

~rJ~~st:~dl~ea~~{~~~1~~d ::e oili!~oh~~~\:se!~~iS:d~: ~f t~ 
:fhl~~care/rogram would indem:i;,.u:h:b:nt Jr~m the bep.eficiary ;the 
amo ~n co~nsurance) and would be ne .Ciadry (subJect to deduc-

un so patd from the provider. reqmre to seek to recover 

Problem Family Planning 

·Though Federal law and or . 
~xtend services to low income If I~Y. pe~mit and encourage States 

tienkts asd well as families al"""' ad~hes 1Iklefly to become welfare reci·p~ 
a en a vanta f hi 4"'"" "· on we ·are m t St Th ge 0 t s oppoitu.tp.ty ' 08 ates have not 

e progress which h b · 
not met the committee's :pe:tJ?ade under the 1967 Amendments h 

IOns. The annual report by the Depa~~ 
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ment of Health, Education, and Welfare covering family planning 
services includes information which makes clear that the mandate of 
the Congress that all appropriate AFDC recipients be provided family 
planning services has not been fulfilled. 
Finance Committee Amendment 

The Committee amended the House bill to authorize 100 percent 
Federal funding for the costs of family planning services. The Com
mittee amendment would also require States to make available on a 
voluntary and confidential basis such counseling, services, and sup
plies, directly and/ or on a contract basis with family planning orga
nizations throughout the State, to present, former or likely recipients 
who are of child-bearing age desiring such services. The amendment 
would also reduce the Federal share of AFDC funds by 2 percent, 
beginning in fiscal year 197 4, if a State in the prior year fails to 
inform the adults in AFDC families and on workfare of the avail
ability of family planning services arid/or if the State fails to actually 
provide or arrange for such services for persons desiring to receive 
them. · 

Penalty for Failure To Provide Required Health Care Screening 

Problem 
Many States have failed to implement the statutory requirement-

or have implemented it only partially-because of their contention 
that the screening of all children under age 21 is not possible given 
available financial and health care resources. Under HEW regulations 
States must now provide health care screening to children under age 6." 
Finance Committee .Amendment 

Under the Committee amendment, States will be required to provide 
screening services to all eligible children between the ages of 7 and 21 
by no later than July 1, 1973. The amendment also includes a provision 
that would reduce the Federal share of AFDC matching funds by 2 
percent, beginning is fiscal year 1975, if a State (a) fails to inform 
the adults in AFDC families and on work:fure of the availability of 
child health screening services; (b) fails to actually provide or arrange 
for such services; or (c) fails to arrange for or re:fer to appropriate 
corrective treatment children disclosed by such screening as suffering 
illness or impairment. 

Outpatient Rehabilitation Coverage 
Problem 

Medicare presently provides a home health benefit under both Part 
A and Part B. Under Part A, a beneficiary may receive up to 100 
home health visits in the year following discharge from a hospital or 
ECF. Part B covers up to 100 home health visits in a calendar year 
without a prior hospitalization requirement. To receive home health 
benefits under Part A or Part B, a patient must be homebound and 
require skilled nursing care on an intermittent basis or physical or 
speech therapy. Home health services must ordinarily be provided in 
the homei however, if use of equipment which cannot be taken to the 
home is mvolved, the services may be provided at an outpatient 
facility. Medicare also provides, under Part B, coverage of outpatient 



44 

hospital services, and of outpatient physical therapy services provided 
by certain organized rehabilitation agencies. 

There is a relatively small but effective group of free-standing 
rehabilitation facilities which provide a range of rehabilitation serv
ices on an outpatient basis, including some services which would be 
covered m1der Medicare if they were provided by participating home 
health agencies or by hospital outpatient departments. Under present 
law, Medicare payment cannot be made when such services are pro
vided by free-standing rehabilitation facilities. 
Fi'TIQ,nce Committee Amendment 

The amendment would consolidate the present Part B home health 
and outpatient physical therapy benefits. Coverage under the new 
benefit would be on two levels: homebound beneficiaries would be en
titled to the full range of benefits, while beneficiaries who were not 
homebound would be entitled to rehabilitation benefits only. In order 
to qualify for rehabilitation services under the combined benefit, a 
beneficiary would have to have a need for physical or speech therapy. 
(That is, an individual who was not homebound could receive in the 
rehabilitation center covered clinical psychologists' services, medical 
social services or Occupational therapy only if he also required phys-
ical or speech therapy.) · 

The new consolidated benefit would be subject to a coverage limit 
of 100 visits in a calendar year, as is the present Part B home health 
benefit. (There would be no change in the provisions of present law 
relating to Part A home health benefits or Part B outpadent hospital 
services.) 

Home health agencies could provide the full range of benefits pro
vided under the combined benefit. Qualified organizations (including 
providers of outpatient physical therapy services under present law 
and free-standing rehabilitation facilities) would be able to provide 
such rehabilitation services included in the combined benefit as the 
Secretary found they were qualified to provide. A rehabilitation cen
ter would not necessarily have to provide services to homebound pa
tients in order to qualify. 

Medicare Coverage for Spouses and Social Security Beneficiaries 
Under Age 65 

Present Law 
Under present law, persons aged 65 and over who are insured or are 

deemed to be insured for cash benefits under the social security or 
railroad retirement programs are entitled to hospital insurance (part 
A). Essentially all :persons aged 65 and over a.re eligible to enroll for 
medical insurance (part B) without regard to insured status. The 
House bill includes a provision that would permit persons aged 65 and 
over who are not insured or deemed insured for cash benefits to enroll 
in part A, at a premium rate equal to the full cost of their hospital in-
surance protection ($31 a month through June 19'73). · 
Problem 

Many additional social security cash beneficiaries find it difficult to 
obtain adequate private health "insurance at a rate which they can 
afford. This is particularly true if they are of an advan~d age, say, 
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h lder beneficiaries-retired workers, 
age 60-64. Frequently, t ese o rents for example-have 'been de
widows, mothers,. dependents, pa e or that of a related worker 
~ndent upon then own glo~l? co:~~ protection. It is a difficult task 
who is now deceased for heafit dmsu parable protection when they no 
:for such older persons to n com 
longer are connected to the labor force. 

Fi'TIQ,nce oon:~ittee Amendme~ rotection available at cost to 
The proVISIOn mfkM r.edlCb~~eKciaries and to other persons age 

spouses aged 60-64beo fi ~ ICar;ho elects early retirement at age 62) 
60--64 (such as a ne Clary . A 
entitled to benefits under the Social Security ct. 

Alcoholism and Addiction 

Problem . d dd" t would be defined as dis-
Under the House bill, alcohol~cs an 8; t defmition of disability) for 

abled (applying the grn~b~f.:ocWo~~~~ Yalcoholics and addic~s would 
purpose~ of welfare~ Igi 1 1 Yf· t eatmen't were available whiCh they 
not receive cash assistance 1 r 
refused. d h t th" ovision might result, in 

The Committee was concerne . t a ·l!i~r cash ayments without 
m~ny ~ses, indalcoholilcs an!~a~iycti;~cl~ed..!in tre~tment programs. 
bemg mvolve -or on y no 
Fi'TIQ,nce Committee Amendment . . . a ro m de-

The Committee approved a;n tmen~~~~\~~~~~I~f al~oh~s and 
sign.ed to encourage ~pprop~Ia e car . 
addicts. Below is a brief outlme of the program. 

OUTLINE 

d . d ( described below) to be alcoholics 
an~e:aai~t~!~~iJ1~ot e~:r~1~ble £:r welfare benefits under aid to the 

disabled. . h t the income and resources test for 
Alcoholics and addiC~ ~fi~iti~! of disability pa~llel to the soc~al 

;~~:i~; d~~nTtf~nbm~~at is w~oa a:edi:jl~ td=~~!~~1~iadi~~~~~t~~~ 
gamful act1v1tk Y reason ° h" h has lasted or can be expected to 
pendtce on a. odho} ~~ ~~~h=-~ould be eligible to receive help in 
last oh \peri addiction treatment program which would be estab
ii~h~~ou~d:;Ti[le XV if the State wishes to institut~ such cflrtograTd 
Once enrolled in the treatment program; tht~ alcoho~gl~~~ya ce~ifi:duby 
be referred to a local treatment orgamza 1011 or h . 

~lco~yrAb~~te a~ja~r:!t:~Kt ~~i~£t~~'igno~e~h~hb~o;X.bu~ns::d 
Treatment Act of 1972. d te 0 ies other 

In a State which provides welfare paymentsd ~n lleyr cdet:r~ined to 
than aid to the disabled to persons me 1ca . 
be alcoholics or addil'.ts (for example, an alcohohc mother or an 
addicted child on AFDC) the person must ~ .referfed f?r cade lin~ 
tiiit~m£~! tp.!3!r:f~~f:~i~~~£Js:i ~fc~~~~~~~~do t~:~~~~~ b; ~n 
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addict or alcoholic would result in termination of payments for that individual. 

To assure maintenance of expenditure levels in the primary Federal 
programs directed toward treatment and rehabilitation of alcoholics 
and addicts and to a void any shifting of the bulk of those expenditures 
to Title XV, the Committee ~uired that : 

(a) Title XV expenditures for care and treatment (inc} uding 
social services) not exceed amounts appropriated, allocated, a!J.d 
actually available in States for care and treatment of alcoholics and addicts. 

(o) If a reduction in other Federal expenditures is made, either 
through reduction in appropriations or expenditure levels ( includ
ing impounding of appropriated funds), then the Federal match
ing funds available under Title XV would be reduced propor-tionate to such decreases. · 

To be eligible for reimbursement under Title XV, the individual 
treatment program must be carried out under a professionally devel
oped plan of rehabilitation designed to terminate dysfunctional de
pendency on alcohol or drugs and which must be renewed at three
month intervals. Additionally, the plan must include to the maximum 
extent feasible a program of work rehabilitation including participa
tion in the new employment program established under the Committee bill. 

If proper treatment or rehabilitation would be thwarted by the 
lack of maintenance funds for the enroUed alcoholic or addict, main
tenance payments to the patient or protective payments could be 
made with Title XV funds. Maintenance J?ayments may not exceed 
comparable welfare payments and the questwn of maintenance versus 
protective payments must be specifically reviewed at least every three months. 

Matching under Title XV would be at the rates otherwise provided 
for the types of payments made. For example, medical care and treat
ment would be matched at Medicaid rates and cash payments would 
be matched at the rates apP-licable to the category under which the person would otherwjB~>. b~ aided. 

NG SOCIAL SECURITY BENEFITS 
FINANCI .tt hi.ll the actuarial the Commi ee , . d . · h to finance d rev1ewe · 

In CO'}Sldenngh_ ~the cost estimates_ are bas\ we:':!, benefi"' pro· 

~~~hl. o~U:e,~h,:t!" :. t:,=~\o~fu.{ o;~fs \!:,~ ~~gb:~ 
~:t~!r ~:tt~h.::f.'J~f·~~~!.i\~i,';.~~~~f~~j:'; ~h:::Si:! 
consli~dere ea~ur! o:f the relativeblong-ran~~~ode~~mine what levelsh of 
a va 1 m d •t h s long een use Because t e 
the progra~, an I a~ needed to pay for the .P!og~::\ trends that 
social se~~~Itya!:::ptions runs counte~.to th::f 7h~n~ctu!rial cost esti
nature o Ie rred most reevalua 10I}S 1 t the time of the 
have actuallb occu that' the tax schedules m ~he thw b~nefits in the law. 
mates ha~e s ow\igher than needed ~~ f"Y [{ . J Security in April reeval~atwnfwthi~ an Advisory Counci odd o:1:evision in the long-

In VJew .o ' ort which recommen e d . determining the 
1971 submtt~1 ~,:U~ptions that have bh-' hu~ ilierefore. the ba_sjs 
range actuarl~ unt progra~ .and w IC a ' ence the Council's 

fo~'th: ~he'.M~oh.h' ~~t'h! ~~!::.:'! t;:;,~~~ii!::. ~ou!d properly as· 
recommel}dation 1~ t b~th wages and prices. in futu~e y::~!t :funds has 
sume an mc~ed::ade the balance in thebsocifl~seTh~I7dvisory Council 

In the pas ' ar's worth of ene . . It one year's 
gheneragllgy .,":'.':Ja~~t 0fu~ ~~st fun1 ~·~:~h.: J,~j."~~ "2,':,jd ::.fe!y be 75 

as su ts but the Counci e Th C mmittee bill mcorpo-
be::;t poal:~: y~ar's benefit pa~~~~~ta~ a ~rust fund balance at 
rates a tax schedule ca~:!:'f one year's w~rth of benefi:!d with the 
least equal to ~hJ:i~qb:sed on this assumption ds hirti~~he following 

The ta~ sc e t 1 w and in the House-passe schedule m presen a 

table. . ES UNDER PRESENT LAW, 
TABLE 2.-SOCIAL SECURIATNY DT~~MMITIEE BILL 

HOUSE BILL, 

Maximum OASDI, HI, Total, 
wages ent percent taxable percent perc 

Employers and Employees 

Present law: $7,800 
1971... . ........ . ... . . . .. . 9,000 
1972........................ 9,000 
1973-75..... .. .............. 9,000 
1976-79. . . . . . . . . . . . . . . . . . . . 9 000 
1980-86 ... · · · · · · · · · · · · ·:::: 9:ooo 
1987 and after. . . . . . . . . . (47) 

4.6 
4.6 
5.0 
5.15 
5.15 
5.15 

0.6 
.6 
.65 
.7 
.8 
.9 

5.2 
5.2 
·5.65 
5.85 
5.95 
6.05 
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TABLE 2· SOCIAL SECURITY TAXES UNDER PRESENT 
HOUSE BILL, AND COMMITTEE BILL-Continued 

----
Maximum 

wages OASDI, Hl. 
taxable percent percent 

Ho!,Jse pill (excluding effect of 
the automatic adjustment 
provisions): 

7,800 1971 .. .. .................... 4.6 .6 
1972-74 ..... ............... 10,200 4.2 1.2 
1975-76 .. . .... ... ........ .. 10,200 5.0 1.2 
1977 and after .... . ....... 10,200 6.1 1.3 

Committee bill (excluding effect 
of the automatic adjustment 
provisions): 

9,000 1972 . . ........ .. ............ 4.6 0.6 
1973-77 .. ....... ... ... ..... 10,200 4.55 1.15 
1978-80 .................... 10,200 4.65 1.35 
1981-84 .................... 10,200 4.65 1.5 
1985-93 ....... .. .. ... ' ... . . 10,200 4.65 1.6 
1994-2010 ............. . .... 10,200 4.65 1.7 
2011 and after .............. 10,200 5.7 1.7 

Self-employed persons 

Present law: 
1971 .................. . . .... 7,800 6.9 .6 
1972 ..... ................... 9,000 6.9 .6 
1973-75 .................... 9,000 7.0 .65 
1976-79 ........ .. .... . ..... 9,000 7.0 .7 
1980-86 .................... 9,000 7.0 .8 
1987 and after ........... . .. 9,000 7.0 .9 

House bill (excluding effect of 
the automatic adjustment 
provisions): 

7,800 6.9 1971 ........................ .6 
1972-74 .............. . .. . .. 10,200 6.3 1.2 
1975-76 . ................... 10,200 7.0 1.2 
1977 and after .............. 10,200 7.0 1.3 

Committee bill (excluding 
effect of the automatic ad-
justment provisions): 

9,000 0.6 1972 ............... .. ....... 6.9 
1973-77 .. .. ..... ........ . .. 10,200 6.8 1.15 
1978-80 ...... . .......... . . . 10,200 7.0 1.4 
1981-84 ...... .............. 10,200 7.0 1.5 
1985-93 .......... ..... ..... 10,200 7.0 1.6 
1994 and after .............. 10,200 7.0 1.7 

LAW, 

Total, 
percent 

5.2 
5.4 
6.12 
7.4 

5.2 
5.7 
6.00 
6.15 
6.25 
6.35 
7.4 

7.5 
7.5 
7.65 
7.7 
7.8 
7.9 

7.5 
7.5 
8.2 
8.3 

7.5 
7.95 
8.4 
8.5 
8.6 
8.7 
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h tax rates shown in 

hat the tax base and t e . wage base or tax 
It should be noted r: after 1974 do not refl:ft!:~n which m~y be 

this schedule £or Jo~ded £or in the CoJ?J?l benefit increases m the 
rate increases, P th automatic cost-of-hvmg ses will be met. by 
needed to finance e . . ns the cost of the mcrea cessary each tlme 
b'11 Under these proVlSlOt ' ond the tax base as ne 

1 • • b th the tax ra es "' . fi 
increa_smg ~- f-1iving increase m bene ts. 
there 1s a cos 

0 
• C h Benefits 

· 1 SecuntY as 
Socia . h benefit trust funds 

. f the social secunty cas 
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Hospital Insurance 

The schedule of taxes adopted for hospital insurance is designed 
to provide sufficient income W pay for the present program (including p~iected deficits under cunent fin&ncing) f~r the costs of the pro
vislons added by the Comrmttee, and to prov1de a reasonable reserve . 
The schedule adopted will cause the trust fund W incr...., from $6.4 
billion &t the end of 1973 W $14.8 billion &t the end of 1977. The 
jncome, outgo, ond ye&r-end be,lonce of the fund for the period 19'13-
1977 are shown in the following table. 

TABLE 4.-PROGRESS OF HOSPITAL INSURANCE TRUST FUND, 
1973-77 1 

[Dollars in billions] 

Calendar year 

1973 . ............ . . . ... . . .... . 
1974 . .. ...... ... ............. . 
1975 ..... ........ . . ...... .. .. . 
1976 . ...... ....... . .. .... .... . 

Income 

$12.6 
14.1 
15.4 
16.4 
17.7 

outgo 
Fund at end 

of year 

$8.8 $6.4 
11.3 9.2 
12. 9 11.7 
14.6 13.5 
16.4 14.8 

1977 ... . .... . .... .. . . ........ . 
J • t ' ' 

1 Assumes that the tax base will increase to $11,400 in 1975 and to $1.2,e00 tn 

1977. 



The Welfare Programs 
The original Social Security Act of 1935 established our Federal

State grant programs which today provide assistance to the aged, 
blind, and disabled, and to needy families with children. Unlike the 
federally administered social security program, the welfare titles of 
the Social Security Act do not set benefit levels nor describe in detail 
metl1ods of administering the welfare programs; States establish their 
own assistance programs within the broad guidelines of the Federal 
law. 

Within the past 5 years, however, the Federal-State relationships 
have undergone substantial chan~e. Three factors have played an im
portant role in the changing relatiOnships. 

1. The tremendous growth in the Aid to Families with Depend
ent Children rolls has created both u fiscal and administrative 
burden which many States find difficulty coping with. 

2. A number of court decisions have had far reaching impact on 
all aspects of the welfare programs m1der the Social Security 
Act, sometimes using the very broadness of the Federal statute 
(intended to allow States more latitude) against the States by 
saying that what the Con~ess did not expressly permit it must 
not have intended to P.ermit. This position was e~J?licitly stated 
by the Supreme Court m Townsend v. Swank ( opm10Ji dated De
cember 20, 19'11), where it was said that "at least in the absence 
of congressional authorization for the exclusion clearly evidenced 
from the Social Security Act or its legislative history, a State 
eli~ibility standarrl that excludes persons eli~blc for assistance 
under federal AFDC standards violates the Social Security Act 
and· is therefore invalid unrler the Sunremacy Claus~>.." · 

3. The Department of Health, Education, and Welfare has is
sued a f:)eries of regulations be¢nning in .T anuary 1969, whose ef
fect has been to make it easier to get on welfare and harder to get 
off .welfare. regulations which many States have vigorously, but 
unsuccessfully, opposed. . . 

Under present law each State plays the central role jn determmm~ 
the nJ\tnrP. o-f its wel:fprt>. nroP,"ram, within thP. broad outline of Federal 
law. The Committee bill largely reiterates this aspect. 

AID TO THE AGED, BLIND, AND DISABLED 

Present Law 

Three categories of adults are eligible for Federally supporte~ as
sistance: persons 65 and over, the blind (without regard to age), and 
permanently and totally disabled persons 18 years of a~ and older. 
Each State establishes a minimum standard of living (needs stand
ard) upon which assistance payments are based; any aged, blind or 
disabled person whose income is below the State needs standard will 

(53) 



54 

be eligible for some assistance, althou~h the State need not pay the full 
difference between the individual's mcome and the needs standard. 

Generally speaking. all income and resources of an aged, blind or 
disabled person must be considered in determining the amount of the 
assistance payment (though a portion of earnings may be disregarded 
as a work mcentive). States also place limitations on the real and per
sonal property an aged, blind or disabled individual may retain with
out being di~ualified for assistance. 

Montlily State payments to an aged, blind or disabled individual 
with no other income rang-e between $70 and $250 and for an aged couple between $97 and $850. 

Committee Amendments 

The Committee bill wonld rontinue State administration of the pro
grams of aid to the ag-ed, blind, and disabled (in contrast to the 
federalized administration called for by the House bill) but would 
set a Federal guanteed minimum income level for aged, blind, and 
disabled individuals as discussed below. 

National Minimum Welfare Standards and Disregard of Social 
Security or Other Income 

Under the Committee's bill, State public assistance prog-rams for 
needy individuals who are aged, blind, and disabled would have to 
assure those with no other income a monthly assistance payment of at 
least $130 for an individual or $195 for a couple. In addition the Com
mittee bill would provide that the first $50 of social security or other 
income would not cause any reduction in these minimum assistance payments. 

As .a result, aged, blind, and disabled welfare recipients who also 
have monthly income from social security or other sources (which are 
not need-related) of at least $50 would. under the Committee bill. 
be assured total monthly income of at least $180 for an individual or $245 for a couple. 

At present, only seven States have old age assistance programs 
":hich will_g~arrtn~ a mo~thly income of at least $180 for an indi
VIdual rec~IVIug social security benefits ( Alaska

1 
Idah.o, J.'llinois, Mas

'3achusetts, Nebraska, South Dakota, and Washmgton). Th'ese States 
would, of coul'!le, be free to continue providing assistance at levels 
'tigher than the minimum standards required by the Committee action. 

The cost to the State& of providing additional assistance would be 
less under the Committee bill than under the House-passed version of 
H.R. 1; State sav,ings are discussed tmder the heading "Fiscal Relief for States." ·· 

Earned Income Disregard 

In addition to providing for a monthly disregard of $50 of social 
security or other mcome, tbk Committee approved an additional dis
regard for aged, blind or disabled recipients of $50 of earned inGQme 
plus one-half of any earnings above $50. This will enable those recip
Ients who are able to do some work to do so without suffering a totally 
offsetting reduction in their assistance grants. · 
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Other Income Disregards 

. . d termining an individual's income The Committee provided that m e bate of State or local taxes 
for purposes of adult ~i~:d.cia:~~ ~~ceived by an aged, blind or 
(such as real property OI b ted as income or assets. 
disabled recipient would not e coun fi t $130 of income guaranteed 

This disreg~rd would a~plyltohthe) ·States would be free to dete:;
an adult recipien~ (the Fe t era h t::~ebates with respect to the State s 
mine how thfey wish to tr:Sa(if~ny) to such recipients. share of wel are paymen 

Eligibility for Other Benefits . 

. . H b'll the Committee bill reqmres 
Adopting a proVISI~n _of the f ?J: the 'age blind, and disabled, as a 

a plicants for and reCl.P~e~~ 0 a1 

1 for a~ other benefits they are c~ndition of welfare ehgi.bi1hty, t~·~yppu~emploJment insurance, work-1. . ble for (such as SOCia secml . • e Igi . ..~) 
men's compensation, e"' .. 

Definitions of Blindness and Disability .. 

. f to prescribe its own defimhon 
Under present ldia~ b~~-~ S~~;e ~~r~~:es of eligibility for aid to the 

of blindness and sa I 1 Y 1 d t t 11 disabled 
blind and aid .to the permandent y adme~t~ letting a Federal definition The Committee ~pp~o~e amen 

for blindness an~ di~II;bi~~ty. ld be defined as "inability to e~gage 
The term "disability. won . . b reason of any medically 

in any substantia~ g-amful ~cy~I~ailment which can be expected 
determinable physical or men a Im an be ex ected to last for "!-con
to result in. death or bas lhste~2 o~~nths." U ~der the disability msur
tinuous pertod of. not le~ ~ a~ f und in section 223 (d) ( 1) of the 
ance program, this defimtiOn IS .n?w ~f the disability insurance P.!o
Social Security A?t. The Ph<;~vt<rflnsition is met only if th~ disab~hty 
gram further specify ~~a~dt Ii "i~ :at only unable to do his pre~10us 
is so severe that an m. IVI. ua . education, and work expe~Ien~e, 
work b~t cannot, const.ddmf s~bs~!~tial gainful work whic~ ex~sts m 
engage m any other kin o l f whether such work exists m the 
the national ecol?-omy, _reg~rd1~ 0 or whether a specific job vacancr, 
immediate area m whiCh he lvesid be hired if he applied for work. exists for him, or whether e wou . 

(Sec. 223 (d) ( 2 ). (A) ) . " ld be defined as central visual acmtySeof 
The term "blmdness wou · th the use of correcting lens. ( c. 

20/200 or less in the ];>et~ed ea~ w;his definition is the particular sight 
216 ( i) ( 1) (B) ·) Also me u e m" I vision " 
limitation which is re.feh:d to a\~dn~e continu'e assistance to di~ab!ed 

However, States '"Ill perm\ d n the rolls under the e:nstmg 
or blind individuals who were j{ea / ;:eet the Federal definition of State definiti<;m, ~~t who wou no 
blindness or disabthty. 

Age Limit for Aid to the Disabled 

. . . d 1 be 18 years or older in order 
Present law req';lires thhatd~n bl~;~h~aHouse bill would have deleted to be eligible for aid tQ t e Isa e ' 

79-184 0· 72-5 
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this age requirement. The Committee bill retains the provision of exist
ing law. 

Medicaid Coverage 

Under present law, the States are required to cover all cash assistance 
recipients under the Medicaid program. The Committee bill, like 
the House version, would exempt from this requirement newly eligible 
recipients who qualify because of the previously agreed provision of 
n $130 minimum benefit with a disregard of $50 of social security and 
other income. 

Social Services 

The Committee also approved an amendment, similar to a 
provision in the House bill, clarifying the types of social services for 
which Federal funding may be provided and setting a limitation on 
authorizations for appropriations for social services. This amendment 
is described in the section dealing with general welfare provisions, 
child welfare services, social services, and other provisions. 

Prohibition of Liens in Aid to the Blind 

The Committee bill prohibits the imposition of liens against the 
property of blind individuals as a condition of eligibility for aid to 
the blind. 

Other Eligibility Requirements 

The Committee decided that there would be no uniform Federal eli
gibility rules as in the House bill. The determination will be left to the 
States on such questions as assets, resources, relative responsibility 
and other eligibility factors except those specified above or in the sec
tion of this summary entitled "General Welfare Provisions, child wel
fare services, social services,. and other provisions." 

Administrative Costs 

The Committee bill requiring minimum pavment levels will 
make many individuals newly eligible for aid to the aged, blind, and 
disabled who are not now eligible, with a corresponding impact on 
State administrative costs. Under present law the Federal Govern
ment pays 50 percent of the cost of all administrative expenses. 

The Committee decided that the Federal Government pay the States 
an amount equal to 100 percent of their calendar year 1972 administra
tive costs related to the aged, blind, and disabled, plus 50 percent of 
additional costs. The 1973 budget, relating to the period from July 
1972 to June 1973, estimates an expenditure of $408 million for admin
istration of aid to the aged, blind, and disabled; the State share of this 
amount is $204 million. 
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Statistical Material 
ID TO THE AGED, BLIND, 

.TABLE 5.-RECr,IEDNETCSEOMFB~R Of SELECTED YEARS 
DISABLED, 

AND 

I I ·, I 

Year 

1940 . .. · ·· · ·· .. . .. . · · · · · ... .. .. .. . 
1945 . ....... . . .... . ....... . .. . .. . . 
1950 .. ... .... ... .. ........ .... .. . 
1955 . ...... .... . .. . ... · ···· .. . . . . . 
1960 ... .. .. .. . . .... . . ... . . . ... . . . . 
1961 .. .... . ... .... .......... ... . . . 
1962 .... . .. ...... .. .. . .. . . . .. . .... . 
1963 ..... .. ..... . .... . .. . .. . ... .. . 
1964 .. . ... . . . .. ... ... · ···· . . ..... . 
1965 .. .. . . ......... . .. . . . ... ... . . . 
1966 . .. . .. ........ . ............. . . 
1967 . . .... . . .. ... . ... · · ··· ....... . 
1968 .. . ............... . .. .. . . ... . . 
1969 . ... ........ .... . . . . . . . . .. . . . . 
1970 .. . .. ... .... . . .. ..... . . . ... . . . 
1971 ....... . ....... . .... . . . ... . . . . 

Number of 
recipients 

Percent increase 
since 1960 

2,143,000 .. ........ . 
2,128,000 ... .... .. . 
2,952,000 .. . ; ......... .. . 
2,883,000 .. . ... . .... .. .. . 
2 781,000 . . . . .. ... . .... '2 
2:121,ooo - 3 2,710,000 -3 
2,713,000 -2 
2, 725,000 -2 
2,729,000 -1 
2,745,000 +1 
2,802,000 + 1 
2,810,000 +6 
2,959,000 +8 
3,098,000 + 14 
3,172,000 +20 
3,341,000 

1972 ... · ·· ··· . .. .. . ........ . 
+26 1973:. . ... 3,500~000 

Current law . : · · · · · · · · · · · · · · · · · (not avallable)1
. · • • · · · · · · · • · 

committee b1ll ..... .. · · · · .. · ~ .. · 
1974: 3,600,000 +2~ 

Current law . : · · · · · · · · · · · · · · · · · (not available)1 
.••..• · · • • · · · · 

Committee b1ll ... · · · · · · · · · · · · · · · . 
. . id to the Aged, Blind, and Disabled under the 

'The estin:tate. of re.clplents f~ fhe Committee report. 
Committee bill Will be mcfiHud~th Education, and Welfare. 

Source: Department o ea ' 



58 

TABlE 6 Statistical Material 

BASIC ·N:!:~·AGE ASSISTANCE: MONT 

AMOUNT PAl~ F~~D~z FULL STANDA: y A~~OUNT FOR 
1971 S/C NEEDS, BY STATE lARGEST 
_ _ • NOVEMBER 

Monthly 
amount 

for basic 
needs 

Aged couple 
larg;t -----...::.:.:::.__ 

~rr:g~~: Monthly larg;t 
b . amount amount 
,..!~c for basic paid for 
........ s needs lui.,. Alabama 

Alaska · · •·· ·· ·· ........ . 
Arizona.'··········· ...... . $146 $103 

250 
118 
105 
178 

neectt 

Arkansas' ................ . 
California·'-'·········· .... . 

250 
118 
149 
178 .. ········ Colorado ...... . 

D
Connecticut · · · · · · · · · · · · .. . 

!!/aware. · · · · · · · · · · .... . 

F
DJstrict of Coiumh'· ....... . 
fonda 1a ...... . 

Georgia ................... . 

Guam .. ··················· 
Hawaii ··················· 
ld~ho.:::··· ···· ·········· 
11/mois · · · · · · · · · · · .... . . ... ········ ........ . 
Indiana 
Iowa ················ · · 
Kansas············ ...... :: 
Kentucky············ ..... . 
louisiana···:··· ·· ··· . .... . 
Maine ················· 
Mary/a.nC:t· · · · ····· · ....... . 
M~s~achus'etts · · · · · · · · · · .. 
M!ch1gan... .. ........ .. 
Mmnesota · · ..... · ...... . 
Mississipp; ......... · · · · · · · 
Missoun ····· · · · ....... . 
Montana· · ············ ...• 
Nebraska······ · ·· ....... . 
Nevada ······· ······· · .. . ....... ······ · ······ 

140 
176 
140 
150 
114 

100 
140 
132 
182 
183 

185 
122 
141 
96 

147 

115 
130 
189 
165 
158 

150 
181 
120 
182 
169 

'-.. 

140 
176 
140 
113 
114 

91 
140 
132 
182 
183 

80 
117 
110 
96 

100 

115 
96 

189 
165 
158 

75 
85 

111 
182 
169 

$242 
350 
164 
2.49 
320 

280 
224 
197 
206 
210 

165 
201 
205 
219 
224 

247 
186 
190 
160 
235 

198 
187 
280 
218 
210 

$206 
350 
164 
210 
320 

280 
224 
197 
155 
210 

165 
201 
205 
219 
224 

160 
178 
147 
160 
188 
198 
131 
280 
218 
210 

150 
170 

·218 
257 
192 
235 
271 

175 
235 
271 
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TABLE 6.-0LD-AGE ASSISTANCE: MONTHLY AMOUNT FOR 
BASIC NEEDS UNDER FULL STANDARD AND LARGEST 
AMOUNT PAID FOR BASIC NEEDS, BY STATE, NOVEMBER 
1971-Continued 

Aged Individual Aged couple 

Largest Largest 
Monthly amount Monthly amcwnt 
amount paid for amount paid for 

for basic .basic for basic basic 
..., njleds needs needs needs 

New Hampshir, ...••••.•.. $173 $173 $238 $238 
New Jersey ................. 162. 162 222 222 
New Mexico ............... 116 116 155 155 
NewYork .......•.....•.... 159· 159 219 219 
.North Carolina ...•......••. us 115 150 150 

North Dakota .............. 125 125 190 190 
Ohio ...... •..•... .. .....•.. 126 126 '208 208 
Okla.homa ........•......•. 130 I 130 212 212 
Oregon .................... 141 113 200 160 
Pennsylvania .............. 138 13& . 208 208 

Puerto Rico ......•.....•.. 54 22 88 34 
Rhode Island.· ............. 163 163 211 211 
South Carolina ............ 8Y 80 121 121 
South Dakota ....... ~ ..... : 180 180 220 220 
Tennessee .......... ; ..... 102 97 142 142 

Texas ..........•••...•...• 119 119 192 192 
Utah .. · .. ......••.......... 106 106 142 142 
·vermont. ................... 177 177 233 233 
Virgin Islands ............. 52 52 103 103 

·vir~inia .............•. ; •. :. 152 152 199 199 

Washington ... ....... .... . 192 192 247 247 
West Vir9inia .............. 146 76 186 97 
Wisconsm ...... .•.........• 108 108 164 164 
Wyoming .•.•...••.••.••... 139 108 195 186 
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TABLE 7.-ArD TO THE BliND 

AND TOTALLy DISABLED· ~~D AID TO THE PERMANENTLy 
NEEDS UNDER FUll STAN NTHL y AMOUNT FOR BASIC 
PAID FOR BASIC NEEDS BY DARD AND lARGEST AMOUNT 

Ala5ama ... '"': 
Alaska ·•····· ·· ····· Arizona··· ............... . 
Arkansas·················· 
California·:· · · · · · · · · · · · · · · · .. ··············· 

·Colorado 
Connecticut· · · · · · · · · · · · · · · 
Delaware · ········· ····· 
District of COiumtiia· · · · · · · 
Flonda ....... 

..... ··············· 
Georgia 
Guam .. ::::······ · ·······. Hawaii ....... . ...... . 
Idaho.:: · ················. 
Illinois · · ..... · .... · .. · .. · ............... ' .... 
Indiana 
Iowa .... ·.::················ 
Kansas · ·· ···· ····· · ·· · 
Kentucky·················· 
louisiana'················· 

... ·············· 
Maine. 
Maryland·················. 
Massachusett" ...... · • .... · • 
M. h' s .. !C •gan ................ . 
N!mnesota.. .. ........ . 

.. ············ 

, STATE, NOVEMBER 1971 

Blind Individual 
Disabled Individual 

Largest ----;:.:::_ 
Monthly 

amount for 
basic 

needs 

amount Monthly Largest 
paid for amount for amount 

basic basic paid for 

-
lleeds neecta basic. 

needs 

$105 $75 
250 250 
118 118 
149 105 
192 192 

103 103 
176 176 
189 150 
150 113 
114 114 

100 91 
140 140 
132 132 
182 182 
183 183 

185 125 
161 156 
141 110 
96 96 

106 101 

115 115 
130 96 
223 223 
165 165 
158 158 

$122 
250 
118 
149 
172 

123 
176 
117 
150 
114 

100 
140 
132 
182 
183 

185 
122 
141 
96 
84 

115 
130 
178 
165 
158 

$71 
250 
118 
105 
172 

123 
176 
117 
113 
114-

·91 
140 
132 
182 
183-

80 
117 
110 
96 
66 

115 
.96 

178. 
165 
158 
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TABLE 7.-AID TO THE BLIND AND AID TO THE PERMANENTLY 
AND TOTALLY DISABLED: MONTHLY AMOUNT FOR BASIC 
NEEDS UNDER FULL STANDARD AND LARGEST AMOUNT 
PAID FOR BASIC NEEDS, BY STATE, NOVEMBER 1971-Con. 

Mississippi. ......... .... . . 
Missoun ................. . 
Montana ...........•...... 
Nebraska ................ . 
Nevada ................... . 

New Hampshire ....... .. . . 
New Jersey ............... . 
New Mexico .............. . 
NewYork .. .......•.. .... .. 
North Carolina ........... . 

North Dakota ............ .. 
Ohio ....... ... .. . ......... . 
Oklahoma ................ . 
Oregon ... ................ . 
Pennsylvania ............. . 

Puerto Rico .............. . 
Rhode Island ............ .. 
South Carolina .......•.... 
South Dakota ............ .. 
Tennessee ............... . 

Texas ....... ... ....... . .. . 
Utah ..... . .. ............. . 
Vermont ... .. . ............ . 
V!rg!n .Islands ........... . . 
V1rg1nta .................. . 

Washington ..............• 
West Virpinia ............. . 
Wisconsm ................ . 
Wyoming ...... . ... .... ... . 

s No pr:»gram. 

Blind Individual Disabled individual 

Monthly 
amountfor 

basic 
needs 

$150 
255 
132 
182 
155 

173 
162 
116 
159 
126 

125 
126 
130 
151 
150 

54 
163 
104 
180 
102 

116 
116 
177 
51 

t5a 

192 
146 
108 
139 

Largest 
amount Monthly 
paid for amountfor 

basic basic 
needs needs. 

$75 
100 
123 
182 
155 

173 
162 
116 
159 
126. 

125 
126 
130 
151 
150 

22 
163 
95 

180 
97 

110 
116 
177 
52 

153 

192 
76 

108 
108 

$150 
170 
120 
182 

(1) 

173 
162 
116 
159 
115 

125 
126 
130 
141 
138 

54 
163 
87 

180 
102 

116 
106 
177 
52 

152 

190 
146 
108 
127 

Largest 
amount 
paid for 

basic 
needs 

$75 
80 

111 
182 

(1) 

173 
162 
116 
159 
115 

125 
116 
130 
113 
138 

22 
163 
•80 
18.0 
97 

105 
106 
177 
52 

152 

190 
76 

108 
108 



GUARANTEED JOB OPPORTUNITY FOR FAMILIES 

The whole Nation has become increasingly concerned at the rapid 
growth of the welfare rolls in recent years, and with good reason. 

By far the major factor in this growth has been the increase in the 
number of persons receiving Aid to Families with Dependent Chil
dren. From 5.3 million recipients at the end of 1967, the number of 
AFDC recipients doubled during the next four years. The soaring 
costs of this program have forced States to shift funds into welfare 
that would otherwise go for education, health, housing and other 
pressing social needs. There is universal agreement that something 
must be done, but there remains much confusion about the nature of 
the problem that must be solved. The Committee feels that a more 
expensive and expansive welfare program is not the answer. 

The soaring welfare rolls reflect three developments. 
First, they show that there are a large number of children in this 

country who are needy and whose parents in most cases are not 
working. 

Second, they show an alarming increase in dependency on the tax
payer. The proportion of children in this country· who are receiving 
AFDC has climbed sharply, from three percent m the mid-fifties to 
nine percent today. This means that an increasing number of families 
are becoming dependent on welfare and staying dependent on welfare. 

Third, the growth in the AFDC rolls reflects increasing family 
breakup and increasing failure to form families in the first place. 
Births out of wedlock, particularly to teenage mothers, have increased 
sharply in the past decade. Two striking statistics highlight the prob
lem : the number of families headed by women increased by 15 percent 
between 1970 and 1971, while the number of families with both father 
and mother present declined in absolute numbers during the same one
year period. Today, almost 8 million women and children receive wel
fare because of the "absence of the father from the home"-principally 
due to family breakup or failure of the father to marry the mother of 
his child. 

Many persons who strongly advocate. increasing welfare benefits 
have simply glossed over the problems of family breakup and the in
crease of births out of wedlock. Even more importantly, they have 
avoided discussing the problem of increasing dependency. 

In an article that appeared in theN ew Y orlc Magazine in November, 
1971, Nathan Glazer raises the fundamental q,uestion of what increas
ing dependency on welfare has done for recipients in New York City: 

Has it reduced starvation and given them more food~ Has it 
im,Proved their housing~ Has it improved their environment W Has 
it Improved their clothing~ Has it heightened their self-respect 
and sense of power~ Has it better and more effectively incorpo-
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rated them into the eco . . . 
Blanche Bernstein, direcU::,~~f and political life of the city~ . . . 
ter for New York Cit Aff . research_at the New School's Cen
the increase in welfar! recti.rs, ~a.s e~Imated that 50 percent of 
1~60's was due to desertion [~dn25 In ew York City during the 
births. She reports that in 1961 th percent was due to illegitimate 
on welfare in New york Cit:u B er~;;,~e 12,000 deserted families 
happened in New York c"t' Y there were 80,000. What 
fare .aJone. The city witneSS:l was nlot. an. explosion in wei
Illegitimacy. . . . an exp oswn m desertion and in 

Welfare, along with those who . 
the poor of New york of what pfess:~ Its expansion, deprived 
prece~ed them-the best and in was or em-as for ~he poor who 
of their condition the way th t ~eedt~ way to the Improvement 
the strengthening of famil ~i mvo v commit~ent to work and 
of revolution through wel:la es. ~n place of this, the advocates 
demeaning sense of the "righ~~x) ~~on propagated a false and 
astrous consequences 0 e poor, one which had dis-

R~lief is necessary io' the oor In . . . . . 
be given generously and if ~e d~ ~ C~VIhzed SOCiety It must 
the aim of every sC:Ciet to fu ' e nSively. But it should be 
the. maintenance of a d~cent st~ dn~ enr1~r!tge other mea1:ls to 
butwn of charity. For whate n thr 0 . ~vmg than the distri
cates of welfare rights, welfar:e~a e posit!on _of modern advo
an extensive scale be other than al n nevedr, Ifh grven regularly on 
the souls of th~ who ms, an w atever alms did for 
the souls of those who .J:;;,.e them, they could ~ot be good for 
so~ialist, or "welfare state" IV~~~~mfi ~very SOCiety--capitttlist, 
rehef and to make it unnecess 0 n ways ~ replace money 
a me~ns of dealing with dist~}~ ~~ ~~yoc~te Its expans.ion as 
pansion as a means of breakin th ~ng, to advocate Its ex
a.ttendant effects on self-resp gt e dommfitm~nt t? w<;>rk with its 
Sible. ec an on amily hfe IS irrespon-

The fundamental proble · · 
article entitled "Welfare . t~ IB~Isfd I s~e~hat differently in an 
suits" that appeared in th~ Au 0 n. nt10ns, the Worst of Re
The author, Irving Kristol be ~t, 1971, I~ue of Atlantia N a!Jazine. 
social commentator Alexis de Tgms b~lql uotmg from the 19th century 

Th t . ocqueVI e: 
. ere are wo mcentives to work. th d t 1' 

to Improve the conditions of I'f E e ~ee o Ive and the desire 
majority of men can be suffici:n~i :!:p::Ie~d has proven that the 
first of these incentives The Y d~o I vi to work only by the 
minority .... A law which . secon IS on Y eff~tive with a stnall 
w~atever the origin of theif;:e~~ the pkor a nght to public aid, 
stimulant and leaves only the >y~ wtea ens or destroys the first 

At th' · second m act IS pomt, we are bound t d .h 
of Tocqueville. Such gloomy 0 {ay; up ds o~ and take our leave 
benign view of human n t cone USIOns, erived from a less than 
to the twentieth-centu~ap~Iiti~~t)t re~o~J?lend themselves either 
politi~al temperament. We do notifik~natii~nkor ~o the ~me~can 
of"SOCial compassion might hav d' e lo m t at our mstmcts 

e Isma consequences-not acci-
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dentally but inexorably_._ We simply cannot believe that the uni
verse is so constituted. We much prefer, if a choice has to be made, 
to have a good opinion of mankind and a poor opinion of our 
socio-economic system .... 

Somehow, the fact that more poor people are on welfare, receiv
ing more generous payments, does not seem to have made this 
country a nicer place to live-not even for the poor on welfare, 
whose condition seems not noticeably better than when they were 
poor and off welfare. Something appears to have gone wrong: a 
liberal and compassionate social policy has bred all sorts of un
anticipated and perverse consequences .... 

To raise such questions is to point to the fundamental problems 
of our welfare system, a vicious circle in which the best of inten
tions merge into the worse of results. 

As Congress examines fundamental questions concerning the effect 
of de:t;>endenc,y on welfare, it ml.lst also take note of developments in 
Amencan soCiety, such as the changing role of women in America and 
the increasing public demand for action to impro.ve the quality of life 
in this country. 

When the AFDC program was first established under the Social Se
curity Act of 1935, American society generally viewed a mother's role 
as requiring her to stay at home to take care of her.children; she would 
be considered derelict in her duties if she failed to do so. But values 
have changed, and today, one-third of all mothers with children under 
age six are members of the labor force, and more than Juilf of the moth
ers with school-age children only are members of the labor force. 
Furthermore, in families where the father is not present, two-thirds 
of the mothers with children under age six are in the labor force. This 
number has been growing steadily in the past 20 years, and it may be 
expected to continue to grow. 

At the same time, it is widely recognized today that many important 
tasks in our society remain undone, such as jobs necessary to improve 
our environment1 improve the quality of life in our cities, improve the 
quality of education m our schools, improve the delivery of health serv
ices, and increase public safety in urban areas. The heads of welfare 
families are qualified to perform many of these tasks. Yet welfare 
pays persons not to work and penalizes them if they do work. Does it 
make sense to pay millions of persons not to work at a time when so 
many vital jobs go undone~ Can this Nation continue to consider un
employable mothers of school-age children on welfare and pay them 
to remain unemployed when more than half of mothers with school
age children in the general population are already working~ 

It is the Committee's conclusion that paying an employable person 
a benefit based on need, the essence of the welfare approach, has not 
worked. It has not decreased dependency-it has increased it. It has 
not encouraged work-it has discouraged it. It has not added to the 
dignity in the lives of l'ecipients, and it has aroused the wdignation 
of the taxpayers who must pay for it. 

As President Nixon has stated: 
In the final analysis, we cannot talk our way out of poverty; we 

cannot legislate our way out of poverty; but this Nation can work 
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its way out of poverty. What America needs now is not more 
welfare, but more "workfare". . .. This would be the effect of 
the tr~nsformation of welfare into "workfare," a new work
rewarding program. 

The Committee a:grees that the only way to meet the economic needs 
?f poor .Persons while a~ the same time decreasing rather than increas
mg their depende!lcy IS . to reward work directly by increasing its 
value: The Committee bill seeks to put the President's words into 
practice by: 

(1) Guaranteeing employable family heads a job opportunity 
rather than a ~elfare income; and by 

(2) Increasmg the value of work by relating benefits directly 
to work effort. 

. In meeting these obj~tives the C?mmittee bill will substantially 
~ncrease Federal expenditures to low-mcome working persons, but the 
mcreased funds that go to them-about $2.4 billion-will be paid in 
t~e form of wages and wage supplements, not in the form of welfare 
smce the payments will be related to work effort rather than to need~ 
Unde,r the wel~are system, an employed person who cuts his or her 
working h?urs m. half receives a much higher welfare payment; under 
the Committee hill, a person reducing his or her work effort by half 
would find the Federal benefits also reduced by half. 

Description of Program 

Under t.he gu~ranteed employment program recommended in 
th_e . Committee. hill, persons considered employable would not be 
ebgtble to r.ece1ve the1r basic income from Aid to Families with De
~~dent. Children but would be eligible on a voluntary basis to parti
Clpiate m a wh?lly federally financed employment program. Thus 
empl!>yable family heads would not be eligible for a guaranteed wei~ 
fare mcome, b!Jt ~ould be guaranteed an opportunity to work. 

In the descnptwn of the guaranteed job program that follows it is 
assumed that the Federal minimum wage will rise to at least $2.00 
per hour. 
.T~e following table shows which families would continue to be 

el~gible f?r wel~a~ and those which would no longer be eligible to re
ceive their basic mcome from welfare under the Committee bill: 
Eligible for Welfare Not Eligible To Receive Basic In

1. Family headed by mother with 
child under age 6 

2. Family headed by incapacitated 
father where mother is not in 
the home or is caring for 
father 

3. Family headed by mother who 
is ill, incapacitated, or of 
advanced age 

come from Welfare 1 

1. Family headed by able-bodied 
father 

2. Family headed by mother with 
no child under 6 (unless the 
mother is attending school 
full time) 
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Eligible for W elfare-Oontinued 
4. Family headed by mother too 

remote from an employment 
program to be able to par-
ticipate 

5. Family headed by mother at
tending school full time even 
if there is no child under 6 

6. Child living with neither par
ent, together with his care
taker relative(s) (though 
State may deny welfare if his 
mother is also receiving wel
fare) 

Not Elig~ole To Receive Basic In
come from Welfare 1-0onti'YI/Ued 

1 These families would be eligible for State supplementation if the State payment level 
Is over ,2,f00 a year for the family and If otherwise eligible under the State requirements. 

An estimated 40 percent or 1.2 million of the 3 million families cur
rently receiving Aid to Families with Dependent Children would 
have to obtain their basic source of income from employment once the 
Committee bill becomes effective. 

All heads of families, whether eligible for welfare or not, as well as 
heads of families no longer eligible for welfare, could volunteer to 
participate in the new employment program. 

The Committee bill provides three basic types of benefit to heads 
of families : 

1. A guaranteed job Gpportunity with a newly established Work 
Administration paying $1.50 per hour for 32 hours and with maxi
mum weekly earnings of $48. 

2. A wage supplement for persons employed at less than $2.00 per 
hour (but at least at $1.50 per hour) equal to three quarters of the 
difference between the actual wage paid and $2.00 per hour. 

3. A work bonus equal to 10 percent of wages covered under social 
security up to a maximum bonus of $400 with reductions in the bonus 
as the husband's and wife's covered wages rise above $4,000. 

Work Incentives Under the Program 

The program would guarantee each family head an opportunity to 
earn $2,400 a year,. the same amount as the basic guarantee under the 
House bill for a family of four. It also strengthens work incentives 
rather than undermine them, as shown in the table below. 

In table 8, the three types of employment are compared under the 
guaranteed employment program. 

The table also shows what happens to total family income under 
the proposal if the father works 40 hours a week (32 hours in the case 
of Government employment), 20 hours a week, or no hours a week. 

The sources of income shown are: (a) wages paid by the employer, 
(b) wages paid by the Government, either as employer or in the form 
of a wage supplement to the employee (for those in jobs paying less 
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than $2.00 per hour), an'd (c) the work bonus equal to 10 percent of 
wages covered under soc.ial security. 

The table .shows these ~.ajor points about the Committee plan: 
(1) ~mce th~ pa~tlcipant is paid for working, his wages do not 

vary With ~a~Ily s1.ze. Thus a family with one child would have 
no economic mcentive to have another child This feature also 
preserves the principle of equal pay for equal ~ork. 
. (2) As the employee's rate of pay increases his total income 
Increases. ' 

(3) ~s the employee's income rises due to higher pay in a 
regular JOb, the cost to the Government decreases. $1.50-per-hour 
employment by the. Government costs the taxpayer $48 for a 
32-hour week; working ~0 hours for a private employer at the 
sah!e $1.5~ hourly rate g'IVes the employee a $33 boost in income 
w Ile ~u~tm~. the cost to the Gov~rnment by $27. Moving to an 
unsubsidlzed J?h at $~.00 per hour mcreases the employee's income 
another $7 wh1le savmg the Government about $13 more. 
wh (4) {;he less the employee works, the less he gets. No matter 

at t e type of employment, the employee who works half-time 
gets half of what he would get if he works full time· he <Yets 
no Federal benefit if he fails to work at all. ' 0 

7 ( 5). The value of working is increased rather than decreased. 
~I orkmg ~2 hours for the Govemment is worth $1.50 per hour; 
w len a pr~vate employer pays $1.50, the value of working to the 
~mp\oy$ee IS $2.02 per hour; and working at $2.00 per hour is 
vo~~ 1_ 2.20 .Per l~our to the employee. This will assure that any 

paitlcipant m pnvate employment will receive more than $2 00 
an ~ur. _Under the House bill, by way of contrast the valu~ of 
bvorfu~~r decreased rather than increased, since the 'family would 

e e Igi e for welfare benefits if the family head does nothing. 

Wage paid by employer 

$1.50 ..... $2.00 ....... .... ... . .... .... . ...... . . 
••• •• ••• • •••• 0 • • 0 •••••••• •• 0 ••••••••• 

t $1.23 for a family of 2; $1.04 for a family of 3. 

Actual value of 40 hours 
of employment under-

House Bill Committee 
(cents) bill 

$2.02 
2.20 

. ( ~) Earnings from other employment do not decrease the wages 
le~e.l~ed for hours worked. Thus an individual able to work in 
prn a ~l employment part of the time ii;aeases his income and 
~aves 1e Government money. Virtm1lly no policing mechanism 
IS necessary to check up on his income from work. 
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TABLE 8.-WORK INCENTIVES UNDER THE 
COMMITTEE BILL 

Employed by-

40 hours worked (32 hours if Govern
ment employment): 

Govern
ment at 

$1.50 per 
hour 

Private 
employer 
at $1.50 
per hour 

Wages paid by
Employer.. ....... . .. .. . . .. .. .. . . .. . . . $60.00 
Government... . . . . . . . . . . . . . . $48.00 15.00 

Private 
employer 
at $2.00 
per hour 

$80.00 

Special 10-percent payment. ...... . ...... 6.00 8.00 
---------------------

Total Government payment ... 48.00 21.00 8.00 
================== 

Total income.... .. ..... ... .... 48.00 81.00 88.00 

20 hours worked: (16 hours if Govern-
ment employment): 

Wages paid by-
Employer ..................... .. ...... . 
Government. . . . . . . . . . . . . . . . . 24.00 

30.00 40.00 
7.50 ••••••••• 0 

Special 10-percent payment ...... ....... . 3.00 4.00 
---------------------

Total Government payment... 24.00 10.50 4.00 
================ 

Total income..... ............. 24.00 

No hours worked . ................... . 

Hourly value of working . .......... . 

0 

1.50 

40.50 44.00 

0 0 

2.02 2.20 

Work Disincentives Under Present Law and Administration 
Proposal 

By way of contrast, under present law a mother who is eligible 
for welfare is guaranteed a certain mm~thly inc<? me (at a _level set by 
the State) if she has no other source of mcome; If she begms to work, 
her welfare payment is reduced. Specifically, i~ addition to an allow
ance for work expenses, her welfare payment IS reduced $2 for each 
$3 earned in excess of $30 a month. Generally, then, for each dollar 
earned and reported to the welfare agency, the family's income is 
increased by 33 cents. . 

The House bill uses the same basic approach as present law. but 
substitutes a flat $60 exemption plus one-third of additional eaT~mgs 
for the present $30 plus work expenses :plus one-third ?f adcht10n~l 
earnings. The disincentive effects o£ tlus are clearly Illustrated m 



40 hours worked. _ w . -
W

ages ....... . 
elfare · · · · · · · · · · · · · · . . . . .. . .. .... . ..... ... .. . 
Total income . .. 

20 hours worked· w . 
. . . . . . . . . 

....... 

W
ages ...... . 
effare · · · · · · · · · · · · · · · . . . .. . . ... . . . .. 

Total income 
.. . .... .. . 

0 • ••• 0. 0 •••• 0 . . ..... 
No ~J.Wurs worked: 

w:Pt~~e·.· · · · · · · · · · · · · · · ........... . 
•• 0 •••••• 

•• •• • 0. 0 •• . 0. 0. 0. 
Total income .. ..... 

Hourly val~e of working 4~· ~~-~;~ 

Employed by 

Private 
Private employer 

at $1.50 employer 

1 perhour at $2.00 
, Pftt!ott 

r 

$60.00 
15.40 $80.00 

2.10 
75.40 82.10 

30.00 
35.40 40.00 

28.70 
65.40 68.70 

LQ;; 

0 
46.20 0 

46.20 
46.20 46.20 

.]3 
.90 
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Eligibility to Participate 

Except as noted below, eligibility to participate in the employment 
program would be open to all :family heads who are U.S. citizens or 
aliens lawfully admitted :for permanent residence with a child under 
age 18 (or under age 22 and attending school full time). Participation 
would be purely voluntary. Mothers with children under age 6 who 
were eligible :for welfare would also be eligible to participate in the 
employment program if they so chose. 

Participation· in Work Program 

Only one member of a :family would be eligible to participate in 
the work program, the head of the household. This would be deemed 
to be the :father unless he was dead, absent, or incapacitated, in which 
case it would be deemed to be the mother. 

A head of a household would not be permitted to participate in the 
employment program as a $1.50-per-hour Government employee if he 
or she: 

(1) is a substantially full time student; 
(2) is a a striker, but this disqualification would not apply to 

any employee who is ( 1) not participating or directly interested in 
the labor dispute and (2) does not belong to a group of workers 
any of whom are participating in or financing· or directly inter
ested in the dispute. The disqualification also would not apply 
to employees of suppliers or other related businesses which are 
forced to shut down or lay-off work because of a labor dispute in 
which they are not directly involved. This disqualification, 
adapted from the unemployment insurance laws, is designed to 
prevent the government financing one side of a labor-manage
ment dispute. 

(3) is receiving unemployment compensation; · 
( 4) is a single person or is a member of a couple with no child 

under 18 (or under age 22 and attending school full time) ; or 
( 5) has left employment without good cause or been discharged 

for cause or malicious misconduct during the prior 60 days. The 
Work Administration would be authorized to extend the dis
qualification to as much as six months for individuals who are 
discharged because of malicious misconduct or :for the commission 
of a crime against their employer . 

In addition : 
(6) a family would be ineligible if it has unearned income in 

excess of $300 monthly or if total family income exceeds $5,600 an
nually; and 

(7) if an individual is able to find regular employment on a 
part-time basis, he or she will be assured an opportunity :for suffi
cient additional employment as a Government employee to re
sult in a combined total of 40 hours work per week. If an individ
ual working substantially :full time in private employment wishes 
to work up to 20 hours in addition :for the Government, the local 
office of the Work Administration (if it has work available) may 
proyid~ ~im or her _such an e~ployment opportunity. Similarly, 
an mdividual working :full time for the Government under the 

79-184 0. 72 • 8 
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employment program 
reduction in the COuld work an addit · 
or she is providednumber of hours of Go Iona1 20 hours with n 

. vernment emp1 o 0 Yinent he 
Kinds of E 1 Three kinds f mp OYlnent 

o employ 
. 1. Regular em Io ment a~e provided . 

11C or nonprofit PFiv?:ent m. the private sector . . 
2. Partially subsid. agen?Ies, with no subs. d ?r In Jobs in pub. 
3. Newly de 1 Ized Pnvate or bl" 1 Y' 

ing the full co~v~f ~phed jobs, with tJieuF~mfl<?yment; and 
e salary. ra Govenunent bear. 

Placement in R 
Some part· . egu}ar EmploYment 

mediate) in I~pants with little or no . 
These-jo~ woulfaTI~:~PfJYment inv~~k~~~oG could be placed im. 

a east $2.00 per hour. ovenunent subsidy. 
Subsidized Public or P . 

In this catego . nvate Employment 
mum ry would be · bs 
b wage law in whi h JO not cover d b 
P~y:~ leadst $1.5o per h~ur~~ employer paid less ~h~~ $~e00dera1 mini-

re uced pay forth . 0 supplement would be . · per hour 
bresen~ly paying the min~ Job because of the sup pi paid if the em. 

ommJttee hill; and the I~U!Jl wage would be do;:-ent. Thus no jobs 

~~~h!~:~Iement =~ieJ;a~ t~tself .wouif:~e~ ~~:~e 
Small retail storeU:: wage law. Some of these i':cl~:I: :not covered today 

C
Sales. clerk Outside salesm . . 

ash1er en In any Industry. 
Cleanup man Public sector: 

Small service est bl' 
Bea t' · a Ishments · 
ttT .u Ician assistant . 
rr &Iter 
Waitress 
Busboy 
Cashier 
Cook 
Porter 
Chambermaid 
Counterman 

Domestic service . 
Gardener · 
Rand:vman 
Cook· 
Ro.usehold aide 
Child attendant 
A~~leddapnt for aged or dis-

erson 

Re~reation aide 
Swim · 
Park:~ pool attendant 
En . l'Vlce worker 
Eco~gy~~dntal control aide 
S . I e 
~mtation aide !::1b

1 
~ry assistant 

~-?Ice aide 
Fire depart . Soo. 1 ment assistant 
Fa~il welfa~ serv~ce aide 
Ch 'ld .Y plann~n~ &Ide 
C I care assistant 

onsumer protect' . 
Caretaker Ion &Ide 

Rome for the aged .employee 

Agricultural labor. 
Jobs pick:in · . 

l·ng d g, grading sort , an grad' ' -
spraying, fertil~th crops; 
ot?e~ Preparato g, and 
milking cow ry. work; 
livestock s; canng for 
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For these jobs, the Federal Government would make a payment 
to any employee who is the head of a household equal to three quarters 
of the difference between what the employer pays him and $2.00 per 
hour, for up to 40 hours a week. Thus if an employer paid $1.50 an 
hour the Federal subsidy would amount to 38 cents an hour (three
quarters of the 50-cent d1fference between $1.50 and $2.00). This wage 
supplement would be administered by the local office of the Work 
Administration. 

Federally Funded Jobs 

For persons who could not be placed in either regular or subsidized 
public or private employment, jobs would be created which would pay 
at the rate of $1.50 per hour. An individual could work up to 32 hours 
a. week (an annual rate of about $2,400), and would be paid on the 
basis of hours worked just as in any other job. There would be no pay 
for hours not worked. 

However, a woman with school-age children would not be required 
to be away from home during hours that the children are not in school 
(unless child care is provided), although she may be asked, in order to 
earn her wage, to provide after-school care to children other than her 
own during these hours. 

If an individual is able to find regular employment on a part-time 
basis~ he or she will be assured an opportunity for sufficient additional 
employment as a Government employee to result in a eombined total 
of 40 hours work per week. If an individual ·working substantially 
full time in private employment wishes to work up to 20 hours in 
addition for the Government, the local office of the Work Admin
istration (if it has work available) may provide him or her such 
an employment opportunity. Similarly, an individual working 
full time for the Government under the employment program could 
work an additional 20 hours in private employment with no reduction 
in the number of hours of Government employment he or she is 
provided. 

Participants would not be considered Federal employee8, nor would 
they be covered by social security, unemployment compensation or 
workmen's compensation. The 10 percent speci&l work-bonus would 
not apply to their salary. 

For these individuals who cannot be placed immediately in regular 
employment at a rate of pay at least equal to the minimum wage, or 
in subsidized private employment, the major emphasis would be on 
having them perform useful work which can contribute to the better
ment of the community. A large number of such activities are currently 
going undone because of the lack of individuals or funds to do them. 
Witli a large body of participants for whom useful work will have to 
be arrangeil, many of these community improvement activities could 
now be done. At the same time) safeguards are provided so that the 
program meets the goal of operung up new job opportunities and does 
not simply replace existing employees, whether in the public or private 
sector. 

Any j?b in.the regular e~onomy paying.$1.50 per hour or more, even 
a part-bme JOb, would Jield a ~eater mcome than $1.50 per·hour 
Government employment and it 1s anticipated that this will serve as 
an incentive for participants to seek regular employment. In addition 

' 
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the cost to th 
vidual · · e Goverlllnent 

In regular employmentould be substantially less f . 
or an Indi 
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Low · or Low-Incom n7 
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Transportation Assistance 

In recognition of the fact that a major reason for low-skilled jobs 
going unfilled in metropolitan areas 1s the difficulty an individual 
faces getting to the potential job, the Work Administration would 
be authorized to arrange for transportation assistance where this is 
necessary to place its employees in regular jobs. For example, the 
Work Administration might determine the upper limit of transporta
tion time to get to a jol>-say, 45 minutes or one hour, dependmg on 
the average commuting time in the area. If the individual can get to 
the job within that amount of time through ordinary public transpor
tation or other arrangements, then he would be expected to do so. If 
this could not be done, however, then the Work Administration would 
be authorized to provide transportation directly to employees who 
could be placed in regular jobs in order to cut the transportation time 
down to the standard. The Work Administration could only do this 
where it was necessary in order to increase employment opportunities. 
In any case, the cost would ordinarily not be borne by the Govern
ment-t4e employee would pay the Work Administrat ion, and per
haps be reimbursed by the employer if this is customary in the area for 
the type of job involved. The Work Administration would have the 
flexibility to absorb some of the costs involved in unusual circum
stances. 

Training 

Participants in the employment program would be eligible to volun
teer for training to improve their skills under the traininf program 
administered by the Work Administration. The individua would be 
accepted for enrollment to the extent funds are available and only if 
they are satisfied that the individual is: 

1. Capable of completing training; and 
2. Able to become independent through employment at the end 

of the training and as a result of the training. 
Employees under the employment program who wished to partici

pate in training would be strongly motivated, for they would be paid 
only $1.30 rather than $1.50 for each hour of training. Following the 
successful completion of training (which could not exceed 1 year in 
duration), the trainee would receive a lump-sum bonus for having 
completed training. 

Services 

Since the purpose of the proposal is to improve the quality of life 
for children and their families, any member of a family whose head 
participates in the work program could be provided services to 
strengthen family life or reduce dependency, to the extent funds are 
available to pay for the services. Open-ended funding would be pro
vided for family planning and child care services. The agency admin
istering the employment program would refer family members to other 
agencies in arranging for the provision of social and other services 
which they do not provide directly. For example, a disabled family 
member might be referred to the vocational rehabilitation agency, or 
a 16-year-old out-of-school youth might be referred to an appropriate 
work or training program, even though the cost of the services them
selves would not be borne by the employment program. 
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Former partici~ants in the work program would have access to 
free family planmng services and to child care on a wholly or partly 
subsidized basis, depending on fa.mily income. Other services needed to 
continue in employment, including minor medical needs, could be 
provided by the agency administering the program. 

State Supplementation 

In order to prevent the State welfare program from undermining 
the ohjectives of the Federal employment program the State would 
have to assume that individuals eligible for the State supplement who 
are also eligible to participate in the em~loyment program are actually 
participating full time and thus receivmg $200 per month. A similar 
rule would apply to mothers with children under age 6 who volunteer. 

Furthermore, the State would be required to disregard any earnings 
between $200 a month and $375 a month (the amount an employee 
would earn working 40 hours a week at $2.00 per hour) to ensure 
that the incentive system of the alternative plan is preserved. These 
earnings disregards would be a flat requirement; States would not be 
required to take into account work expenses. The effect of this 
requirement would be to give a participant in the work program a 
strong incentive to work full time (since earnings of $200 will be 
attributed to him in any case), and It would not interfere with the 
strong incentives he would have to seek regular employment rather 
than working for the Government at $1.50 per hour. 

Food Stamps 

Individuals participating in the employment program would not be 
eligible to participate in the food stamp program. However, States 
would be reimbursed the full cost of adjusting any supplementary 
benefits they might decide to ~ive to participants so as to make up for 
the loss of food stamp eligibility. In order to avoid having States pro
vide assistance to an entirely new category of recipient not now eli
gible for fed13ra.lly-shared Aid to Families with Dependent Children, 
the Committee provided that the Work Administration would pay 
families headed by an able-bodied father the amount equal to the value 
of food stamps (but oniy to the extent that the State provides cash 
instead of food stamps for families which are now in the Aid to Fam
ilies with Dependent Children category). 

Children of Mothers Refusing to Participate in the Employment 
Program ~ 

Under the employment program, mothers in families with no chil
dren under age six would generally be ineligible to receive their basic 
income from the Aid to Families with Dependent Children program. 
If it comes to the attention of a welfare agency, however, that chil
dren are sufferin~ neglect because a mother who is ineligible for basic 
income under AFDC also refuses to participate in or is disqualified 
from the employment program, the Work Administration would be 
authorized to make payment to the fa.mily for up to one month if the 
mother is provided counseling and other services aimed at persuading 
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her to participate in the emJ>loyment progr9:m. Fol~owing this, the 
mother would either have to be found to lie ~capacitate~ unde~ the 
Federal definition (that is, unable to engage m ~ubstantial.~m;ful 
employment), with mandatory referra~ to v~t10nal rehabilitatiOn 
agency; or, if she is not found to be m~paCitated, the State could 
arrange for protective payments to a third party to ensure that the 
needs of the children are provided for. 

Administration of the Employment Program 

The employment program would be administered ~y a newly created 
Work Administration headed by a 3-man board aphomted by the P.res
ident with the advice and consent of the Senate. T e actual operations 
of the program would be carried out by local offices of the Work 
Administration. . . · rt · · t 

The local office would hire indiv~d~als applymg to pa Icd~ e, 
develop employability plans for participants, attempt to. expan .JOb 
opportunities in the community, ar~nge for support~v~ seryiC~s 
needed for persons to participate ( utiliz1~g the Work. Administrat10nt s 
Bureau of Child Care to arrange for child care ~rviCes),.and operahe 

ro rams utilizing participants which ~~;r~ desigr_ted to Improve t e 
~ua~ty of life for the children of participants m the employment 
program. . p t R. Employment Program m uer o 1co 

Certain provisions relating to the employment program ifn Phuf~ 
Rico were made. These modifications are necessary because o t e ac 
that Puerto Rico has a different minimum wage struct~re t_han the rest 
of the United States, has substantially lower per ~apita .mcome, and 
has a high rate of unemployment. Under the Committee bill the wf~ 
paid to Government employees would be equal to three-quarters o t e 
lowest minimum wage applicable to a significant percentage of the 
population. This would result in a lower wage fo.r Governme~t eifi-

lo ees than in the rest of the United Stat~, but It wo~ld be sign -
~an{ly higher than current welfare payments m Puerto Rico. The whge 
supplement program for persons in regular employme~t atbless ~ ~~ 
the minimum wage would not be applicable t? ~uerto R1co, ut t e. 
percent work bonus for low-income earners m Jobs covered by soCial 
security would apply. 

Tax Credit to Develop Jobs in the Private Sector 

The provision of the present tax law under which. an .e~ployer 
hirin a articipant in the Work Incentive Pror:am IS ehgi_ble for 
a taxg creait equal to 20 percent 0~ the employee s wahges dud~~·1 ~te 
first 12 months of employment, with a recapture of t e c:~ I I e 
employer does not retain the emJ?loyee for at l~ast on~ additional yead 
(unless the employee voluntarily leaves or IS termmated for goo 
cause), will be continued under the new guaranteed employment 
program. 
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GENERAL WELFARE PROVISIONS, CHILD WELFARE 
SERVICES, SOCIAL SERVICES, AND OTHER PROVISiiONS 

1. GENERAL WELFARE PROVISIONS 

The following amendments approved by the Committee apply to 
both the adult categories ( Aged1 Blind and Disabled) and to the Aid 
to Families with Dependent Children category. Other provisions for 
each category are specified in separate sections of this release relating 
to each program. 

Welfare as a Statutory Right 

A number of court cases in recent years have been based on the view 
that welfare is a property right rather than a gratuity provided for 
under a statute. The Committee agreed to make clear in the statute 
that welfare is a statutory right granted under law which can be ex
tended, restricted, altered, amended or repealed by law. It is distinct 
from a property right or any right considered mviolate under the 
Constitution. · 

Declaration Method of Determining Eligibility 

Generally speaking, the usual method of determining eligibility for 
public assistance has involved the verification of information provided 
by the applicant for assistance through a visit to the applicant's home 
and from other sources. For persons found eligible for assistance, re
determination of eligibility is required at least annually, and similar 
procedures are followed. 

The Department of Health, Education, and Welfare has required 
States to use a simplified or "declaration method" for aid to aged, blind, 
and disabled, and has strongly urged that this method be used in the 
program of Aid to Families with Dependent Children. The simplified 
or "declaration method" provides for eligibility determinations to be 
based to the maximum extent possible on the information furnished by 
the applicant, without routine interviewing of the applicant and with
out routine verification and investigation by the caseworker. The Com
mittee bill precludes the use of the declaration method by law. It also 
explicitly authorizes the States in the statute to examine the applica
tion or current circumstances and promptly make any verification from 
independent or collateral sources necessary to insure that eligibility 
exists. The Secretary could not, by regulation, limit the State's author
ity to verify income or other eligibility factors. 

Denial of Welfare for Refusal to Allow Caseworker in Home 

In 1969 a Federal District Court ruled on constitutional grounds 
that a State could not terminate welfare payments to a recipient who 

(79) 



80 

refused to allow a caseworker in her home. In 1971, the Supreme 
Court reversed the lower court's decision. The Committee agreed to 
codify the Supreme Court's decision in the statute by amending the 
Act to permit a State to- require as a condition of eligibility for wel
fare that a recipient allow a caseworker to visit the home at a reason
able time. and with reasonable advance notice. 

Furnishing Manuals and Other Polley Issuanees 

Regulations issued by the Department of Health, Education, and 
Welfare in October, 1970, reqmre States to make available current 
copies of program manuals and other policy issuances without charge 
to pub}.ic or university librariest the local or district offices of the Bu
reau of Indian Affairs, and welfare or legal services offices or orga
nizations. The material may also be made available, with or without 
charge, to other groups and to individuals. The Committee approved 
an amendment under which States would be permitted to be reim
bursed for the cost (but no more than the cost) of making this infor
mation available. 

Requirement of Statewideness for Social Services 

The Social Security Act requires that social services (including 
child care and family planning services) under the welfare programs 
be in effect in all political subdivisions of a State in order for the 
State to obtain Federal matching funds. This requirement of state
wideness has sometimes delayed the provision of these services. The 
Committee agreed to permit the Secretary to waive the requirement of 
statewideness for services. 

lJse of Social Security Numbers and Other Means of Identification 

The Committee bill would require the use of social security numbers 
in the administration of assistance programs. States would use social 
security numbers for case file identification, for cross-checking pur
poses and as an aid in the compilation of statistical data with respect 
to the welfare programs. In addition, Sta:tes would be authorized to 
use photographs and such otlier means of identification as they desire 
in administering the welfare programs, as well as setting penalties for 
misuse of these means of identification. 

Duration of Residency 

The Committee agreed to require States to establish a three-month 
duration of residertce requirement in order to be eligible for welfare. 
If a ·welfare recipient in one State moves to another State, the State 
of origin would continue making the welfare payments for three 

.months; however, no State would be required to make welfare pay
ments more than 90 days after an indivi<lual has left the State. 

The Committee also aweed with the provision in the House-passed 
version of H.R. 1 that would make an individual ineli¢ble for wel
fare payments durinp: any month in which the oe.rSon is outside the 
United States the entire inonth; once an individual has been outside 
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30 consecutive days, he must ~main in 

the United States for a.Ot least utive days before he may ~gam become 
U . ted States for 3 consec 

the m lf · di ·d 1 must be ligible for we are. li ·ble for welfare, an m VI ;ua full 
e In addition, to be~de St fee and either a citizen or a.li~d l~w d Y 
a resident of the Umte ~deuce or a person who is a resi en un er 
admitted for permanent resi 
coloroflaw. Welfare Payments for Rent . 

ents are ordinarily made directly 
Under existing law welfarehpayt? dicated that they could effect. sub

to the recipients. So~e Stat;es gsi~~~y were permitted to make a ~mglf 
stantial a~trativeuhlrcnhousing a.uthori~i~ of the ct po=bin 
payment d1rectly to P . · ts in public bonsmg. The omm lf 

elfare payments for reciplen . It would also permit State we are 
:ould permit States to do th~~nt for rent directly to a landlord pro
a encies to make a vendor pay. ient has failed to make rent payments 
Jded that (a) the welfare rrlpdlord) for two consecutive months, and 
(whether or not to the same an pt the amount actually allowed by the 
(b) the land1or4 ~gref to ~l~er as total payment for . the re~t. The 
State to the reciplent or :e al a welfare a~endment .In Pubhc Law 
Committee also a~reed to. peelfare agencies m some Circumstances to 
92-213 which would reqUire wre than the actual cost of rent. 

ay as a rental allowance roo 
P Alcoholics and Addicts 

the fact that many thou~nds of 
Committee was concerned over d termined to be alcoholics and 

rJhients on welfa~ ,-vho h!'ide~~~ec~sary rehabilitative care and 
ddlcts are not bemg ~ro . f committee amendments related to. care 

~reatment. For explanation o s see the end of the section on Medicare 
and treatment of t\:~se person ' 
and Medicaid provisions. 
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the date of trans er. 
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Recouping Overpayments 

.Th~ Committe~ agreed to provide statutorily that overpayments 
constitute. an obligation of an individual to be withheld from an 
!uture assistance payments or any amounts (other than Social Secu! 
Ity d~ath ~n~fits) owed by the Federal Government to the individ
ual ; I~ addition, overpayments could be collected through ordinary 
collection procedures. 

Ineligibility for Food Stamps 

. Under the Committee bill (as under the House version) individ~als 
m the w~l~are programs will not be eligible for food stamps or surplus 
C?mmodities. States would be assured that there would be no addi
tiona.l expenses to them if they adjust their welfare payment levels to 
take mto account loss of e~titlement for food stamps, so that recipients 
would suffer no loss of mcome as a result of losing entitlement to 
food stamps. 

Appeals Process 

Present la~ requires ~hat a .State plan ~ust provide for granting 
a~ ?PPOrtumty fo~ a fair ~ea~mg ~efore the State agency to any in
dividual whose claims for aid IS demed or not acted upon with reason
able promptness. 

On March 23, 1970, the Supreme Court ruled in two cases (Gold
ber!l v. Kelly {397 U.S. 254) and Wheeler v. Montgmnery (397 U.S. 
2~0) ) t~at assistance payments could not be terminated before a re
cipient Is. aff?rded an evidentiary hearing. The decision was made on 
the co~stitutional ~rounds that termination of payments before such 
a hearmg would vxolate the due process clause. The Court argued 
that welf~re payment~ are a matter of statutory entitlement for per
sons qualified to receive them, and that "it may be realistic today 
~o l(fa~d* welfare ent~tle~ents as more like 'property' than a 'gratu
Ity. The con~titut~onal challenge cannot be answered by an 
argt!ment that pubhc assistance benefits are 'a "privilege" and not a 
"nght." ' " 

The HEW regulations based on the court's decision ( 45 CFR 205.10} 
go. much .further than the court in spelling out the requirements for 
fair hearmgs. The tone and emJ.>hasiS of the regulations is shown in 
these .excerpts: "Age~cy emphasis must be on helping the claimant to 
submit and process his request, and in preparing his case, if needed. 
The wel~are agency mus.t not.only noti!y th~ recipien~ of his right to 
app~al, It must also ~oti~y him that his assistance will be continued 
~urmg the appeal peri~d.If he decides to appeal." The regulation con
tmues : ~'p~mpt, defimtive, and final administrative action will be 
taken Withm 60 days from the date of the request for a fair hearing 
ea:cept where the claimant requests a delay in the hearing" ( emphasi~ 
added). 

The Committee bill deals with this situation by requiring State 
W ~lf!tre ag~n~ies to reach a fin':Ll decision on the appeal of a welfare 
recipient Withi~ 3~ day~ followmg the day the recipient was notified 
o~ the agency s mte~tion to reduce or terminate assistance. The 
bill. would .al~o reqm~ the r~payment t.o the agency of amounts 
which a recipient received <lunng the perwd qf the appeal if it was 
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determined that the recipi~nt was not e~titl~d to them. Any .amounts 
not repaid would be considered an obligation of the recipient and 
would be recouped in the same manner as other overpayments. In 
addition the Committee bill would stipulate that the recipient has a 
right to' appeal at a higher a~~i:r.J.istrative level bu~ th':Lt payments 
need not be continued once an mitial adverse determmation has been 
made on the local level at a hearing at which evidence can be presented. 

The Committee provision was desi~ned to assure that tlie appeals 
procedures would be handled expeditiously by the State and also to 
assure that appeal~ would not be made frivolously. 

Safeguarding Information 

The statutes in all of the welfare programs under the Social Se?urity 
Act provide safeguards. which restric~ ~he use or disclosu~e of mfor
mation concerning aJ?phcants and recipients to purposes directly ?on
nected with the admmistration of each welfar~ program. Regulations 
issued by the Department of Health, Education, and Welfare state 
that the same policies apply to requests for information from a gov
ernmental authority, the courts or law enforcement officials as from 
any other outside source. 

The Committee bill re-enacts these statutory provisions but includes 
features making it clear that this requirement may not be used to pre-· 
vent a court, l?rosecuting attorney, t!l-x au~hority, law ~n~orc~ment 
official, legislative body or other pubhc official fr?m obtammg ~for
mation in connection with his official duties including the collection of 
support payments or prosecuting fraud or other criminal or civil 
violations. 

Separation of Services and Eligibility Determination 

A further example of legislation through regulation involves the 
separation of social services from the welfare payment process. On 
March 1, 1972, the Department of HEW issued a regulation reguiring 
States to have completely separate administrative units handlmg the 
provision of social services and handling the determination of eligi
bility for welfare. The issuing of this regulation was justified on the 
grounds that the Family Assistance Plan in the Houserassed bill 
would soon be enacted and it would require a separation o the State
administered services program from the Federal welfare payment pro
grams. Under the Committee bill States would not be required to 
separate the provision of social services from the determination of 
eligibility £or welfare. 

Quality of Work Performed by Welfare Personnel 

In an effort to try to upgrade the quality of work performed by 
welfare personnel, the Committee bill directs the Secretary of the 
Department of Health, Education, and Welfare to study and report to 

· the Congress by January 1, 1974, on ways of enhancing the quality of 
welfare work1 whether by fixing standards of performance or other
wise. In makm~ this study, the Secretary could draw on the knowl
edge and expertise of persons talented in the field of welfare adminis-
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tration, including those having direct contact with recipients. He 
should also benefit from suggestions made b:y recipients themselves as 
to how the level of performance in the adnimistration of the welfare 
srstem might be improved, with a view toward ending the wide varia
tiOns in. employee conduct w~ich charact~rize today's system, and 
moderatmg the extremes to whiCh some social workers go in perform
ing their duties. 

Offenses by Welfare Employees 

Under present Federal law there is no provision particularly di
rected to the question of employee conduct in the administration of the 
welfare program. On the other hand, the Internal Revenue Code 
(Sec. 7214) contains a list of offenses the commission of any of which 
by a tax e~ployee, would bring into effect discharge from employment 
and penalties of (a) fines not to exceed $10,000, or (b) imprisonment 
for not more than five yea:rs, or both. The provision in the Internal 
Revenue Code also authoriZes a court to award out of any fines im
posed a;n amoun.t up to one-half of the fine to be paid to the informer 
wh?se mformatlon. resulted in the detection of the criminal offense. 
This law has contributed to the high quality of performance of Inter
na~ Revenue employees and has ooen a factor m assuring relatively 
umform standards of conduct. 

Under the Committee bill similar rules would apply under the wel
fare laws that could rela~ to an upgrading of the quality of perform
ance by welfar~ workers m gen~ral and serve as the basis :for standards 
of conduct whiCh hopefully might narrow the wide variations in em
plo_yee ~nduct which exist today. 

Specifically, under the Committee bill it would be a crime punish
able by a fine of up to $10,000 or imprisonment of up to 5 years or 
both, m the case .of a wel.fare employee who is found guilty of: ' 

( 1) extortiOn or willful oppression under color of law · or 
(2) lmo1!ingly allowing the d!s~ursement of greater su~s than 

are authoriZed by law,. or tece1vmg any iee, compensation, or 
reward, ~~cept as prescribed, for the pe~1orma~oo of' any duty; or 

(3) f!l-I~g to perform any of th~ du~Ies of his office .o! employ-
ment with mtent to defeat the applicatiOn of any proVIsion of the 
welfare statute; or · 

( 4) <?Onspiring or colluding with any other person to defraud 
the Umted ~tates or any local, county or State government; or 

( 5) !mowmgly making opportunity for any person to defraud 
the Umted States; or 

( 6) doing or omitting to do any act with intent to enable any 
other person to defraud the United States or any local, county 
or State government; or 

(7). makil!-g ?r signing any fraudulent entry in any book, or 
!llakmg or Signing any application, form or statement, knowing 
It to be fraudulent; or 

(8) .having knOwledge or information of the violation of any 
proVIsion of the welfare ~~tute which constitutes fraud against 
the '!Velfam-system, and fa.Ilm~r to report such ·knowledge or infor
matiOn to the appropriate official ; or 
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(9) demanding, or accepting, or attempting to collect, directly 
·or indirectly as payment or gift, or otherwise, any sum of money 
or other thing of value for the compromise, adjustment, or settle
ment of any charge or complaint for any violation or alleged 
violation of law, except as expressly authorized by law. 

In addition to these penalties the employee involved shall be dis
missed from office or discharged from employment. 

Limiting HEW Regulatory Authority in Welfare Programs 

The Social Security Act permits the Secretary of Health, Education, 
and Welfare to "Make and publish such rules and regulations, not 
inconsistent with this Act, as may be necessary to the efficient adminis
tration of the functions" with which he is charged under the Act. 
Similar authority is provided under each of the welfare programs. 
Particularly since January, 1969, regulations have been issued under 
this general authority with little basis in law and which sometimes 
ha;ve run directly counter to legislative history. Many States have at
tributed at least a part of the growth of the welfare caseload in recent 

· years to these regulations of the Department of HEW. 
A number of Committee decisions deal with problems raised by 

specific HEW regulations. In addition, the Committee agreed to 
modify the statutory language quoted above by limiting the Secre
tary's regulatory authority under the welfare programs so that he 
may issue regulations only, with respect to specific provisions of the 
Act and even in these cases the regulations may not be inconsistent 
with these provisions. 

Demonstration Projects to Reduce Dependency on Welfare 

The Social Security Act currently authorizes appropriations for 
research and demonstration projects in the area of public assistance 
and social services. The authority has been used to fund several guar
anteed minimum income experiments and also a large number of 
projects related to providing social services to welfare recipients. The 
Committete agreed to place emphasis on those programs helping per
sons to become economically independent by reqmring that one-half 
of the funds spent under these two sections be spent on projects rela.t.
ing to the prevention and reduction of dependency on welfare, rather 
than welfare expansion. 

2. CHILD WELFARE SERVICES 

Grants to States for Child Welfare Services (Including Foster 
Care and Adoptions) 

The Committee adopted an amendment increasing the annual au
thorization for Federal grants to the States for child welfare services 
to $200 million in fiscal year 1973, rising to $270 million in 1977 and 
thereafter. For fiscal year 1973, this is $154 million more than the $4:6 
m!l1ion w~i~h has been appropriated every year since 1967. The Com
D?Ittee antlml?a~ that a subs~n~ial p~rt of any increased appropria
tion under this higher authoriZatiOn will go towards meeting the costs · 
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of providing foster care which now represents the largest single item 
of child welfare expenditure on the county level. The Committee, how
ever, avoided earmarking amounts SJ?EICifically for foster care so that 
wherever possible the State and counties could use the additional funds 
to ex:{>and preventive child welfare services with the aim of helping 
families stay together and thus avoiding the need for foster care. The 
additional funds can also be used for adoption services, including 
action to increase adoptions of hard-to-place children. 

National Ad9ption Information Exchange System 

The Committee bill would authorize $1 million for the first fiscal 
year and such sums as may be necessary for succeeding fiscal years for 
a Federal program to help find adoptive homes for hard-to-place chil
dren. The amendment would authorize the Secretary of Health, Edu
cation, and Welfare to "provide information, utilizing computers and 
modern data processing methods, through a national adoption infor
~ation ex~hange system, to a~sist in t~e placement of children a:wait
mg adoptiOn and m the locatiOn of children for persons who wish to 
adopt children, including cooperative efforts with any similar pro
grams operated by or within foreign countries, and such other related 
activities as would further or facilitate adoption." 

3. SOCIAL SERVICES 

Federal Matching for Social Services 

The Committee also approved an amendment clarifying the types of 
social services for which Federal funding may be provided and bring
ing such funding within the limitations of the appropriations process. 
Under current law, each State determines what kinds and amounts of 
social services it will provide to welfare recipients (and other low
income persons who are classified as potential recipients). Whatever 
services the State provides are matched on a '75 percent Federal, 25 
percent non-Federal basis. 

Because this matching is completely open-ended and not subject 
to the ordinary limitations of the appropriation process, Federal costs 
for social services have soared in the past few years from $354 million 
in 1969 to $692 million in 1971, and to an estimated $1,363 million in 
1972. 

The Committee amendment would specifically list the services for 
which Federal matching may be provided. For families, the services 
would be: 

(a) services to unmarried women who are pregnant or already 
have children, for the purpose of arranging for prenatal and post
natal care of the mother and child, developing appropriate living 
arrangements for the child, and assisting the mother to complete . 
school through the secondary level or secure training so that she 
may become self-sufficient: 

(b) protective services for children who are (or are in danger 
of being abused, neglected, or exploited; . 

(c) homemaker services when the usual homemaker becomes 
ill or il!capacitated or is otherwise unable to care for the children 
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in the familv, and services to educate appropriate family members . 
about household and related financial management and matters 
pertaining ~ consu~er protection; 

(d) nutntlon services; 
(e) services to assist the needy families with children in dealing 

with problems of locating smtable housing arrangements and 
other problems of inadequate housing, and to educate them in 
practices of home management and maintenance; 

(f) emergency services made available in connection with a 
crisis or urgent need of the family. Fires, floods, accidents, deser
tions and illnesses can all be disasters to people which may lead 
to institutionalization and dependency unless immediate response 
can be brought to bear on the problem; 

(g) services to assist app~opriate family members to engage 
in training or secure or retam emplo:yrnent; ~nd. . . 

(h) informational and ref_erral services for mdividuals I!l need 
of services from other agenCies (such as the heaJth, educ~t10n, or 
vocational rehabilitation agency, or private social agencies) and 
follow-up activities to assure that individuals referred to and 
eligible for available services from such other agencies received 
such services. 

For the aged, blind, and disabled, the services would i~clude: 
(a) protective services for individuals who _are. (or. are m da!lger of 

being abused, neglected, or exploited·, such as mstituhonal services ~or 
those aged or physically or mentally disabled who are unable to mam
tain their own place of residence; 

(b) homemaker services, including education in household. and re
lated financial management and :r_natters of consumer P.ro~ection, and 
services to assist aged, blind, or disa~led. adu~ts to remam m. or. ret'!lrn 
to their own homes or other residential situatiOns and to avoid Institu
tionalization or to assist in making appropriate living arrangements 
at the lowest cost in light of the care needed; . 

(c) nutrition services, including the provision, in appropriate case, 
of adequate meals, and education in matters of nutrition and the prep-
aration of foods; · . 

(d) services to assist individuals to deal with pro~lems of locatmg 
suitable housing arrange~ents an<! other problems _of madequate hous
ing, and to educate them m practices of home mamtenance and man-
agement; . 

(e) emergency services made available in connection with a crisis or 
urgt:nt need of an individual; 

(f) services to assist individuals to engage in training or securing or 
retaining employment; and . . . . . 

(g) informatiOnal and ~ferral services for mdividua!s m need of 
services from other agencies (such as the health, .education, or voca
tional rehabilitation agency, or private social agencies) ~nd follow-~p 
activities to assure that individuals referred to and eligible for avail
able services from such other agencies received such serviCes. 

Under the Committee amendment, Federal matching for social 
services beginning January 1973 would be the same as Federal match
ing for Medicaid (which ranges from 50 percent to 83 percent, depend
ing on State per capita income), with two differences: (1) Federal 
matching would not exceed 75 percent, and (2) for the 12 months of 
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calendar year 1973, the Federal matching percent would not be below 
65 percent even if the Medica.id match~ng rate is below 65 percent. 
Child care and family planning services would continue to be matched 
on an open-ended basis, and child welfare services would continue to 
be a separate Federal grant program; with these exceptions, Federal 
funds for all other social services in both the adult and AFDC cate
gories (excluding child care, family planning, and child welfare 
services) would be limited to not more than $1 billion '-nnually be
ginning in fiscal year 1973. The Federal funds appropriated for social 
services would be allocated ainong the States on the basis of the total 
State population. Any funds which are allotted but not used by one 
State may be reallotted among the other States. 

Family Planning Services 

The Committee approved payment by the Federal Government of 
100 percent of the cost of Family Plannmg Services as compared with 
75 percent under present law. 

Eliminate Statutory Requirement of Individual Program of 
Services for Each Family 

Present law requires States to develop an individual program of 
services for each family receiving AFDC. This has proven to be an 
unnecessary administrative burden. The Committee agreed to delete 
this statutory requirement. 

Supportive Services for Participants in the WIN Program 

Until the Government Employment Program begins on January 1, 
197 4, the Committee bill would continue 90 percent Federal matching 
for ~upportive services other than family planning services to enable 
AFDC recipients to participate in the Work Incentive Program. 

4. OTHER PROVISIONS 

Evaluation of Programs Under the Social Security Act 

The Committee bill assigns to the General Accounting Office the 
basic role of evalJiating programs under the Social Security Act. In 
addition, the amendment would not permit any Federal agency to 
enter into a contract to evaluate any program under the Social Se
curity Act (if an expenditure of more than $25,000 is involved) unless 
the Comptroller General approves the study in advance. His approval 
would be conditioned on his determination 'that : 

(a) The conduct of such study or evaluation of such program 
is justified ; 

(b) The department or agency cannot effectively conduct the 
study or evaluation through utilization of regular full-time em
ployees; and 

(c) The study or evaluation will not be du:elicative of any study 
or evaluation which is being conducted, or will be conducted with
in the next twelve months, by the General Accounting Office. 

~ 
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Use ' of Federal Funds to Undermine Federal Programs 

Another amendment approved by the Committee would prohibit 
the use of Federal funds to pay, directly or indirectly, the compensa
tion or expenses of any individual who in any way participates in 
action relating to litigation which is designed to nullify Conw.essional 
statutes or policy under the Social Security Act. This prohibition may, 
however, be waived by the Attorney General 60 days after he has 
provided the Committee on Finance and the Committee on Ways and 
Means with notice of his intent to waive the prohibition. This will allow 
the Committees time to take legislative action if ap;r:>ropriate. This 
amendment is sinlilar to one approved by the Comrmttee in 1970 as 
part of the Social Security-Welfare bill of that year-a bill which was 
not finally enacted. 

Appointment and Confirmation of Administrator of Social and 
~ Rehabilitation Services 

The Social and Rehabilitation Service was established in 1967 J>y a 
reorganization within the Department of Health, Education, and Wel
fare. Its responsibilities at present are broad, encompassing the fed
erally aided welfare programs, medicaid, and programs in the areas 
of vocational rehabilitation, aging, and juvenile delinquency. The sums 
involved are huge; the bulk of the $14-billion 1972 budget for the 
agency is spent on the public assistance and medicaid programs. The 
Committee agreed to upgrade the stature of the Administrator of the 
Social and Rehabilitation Service by having the President select him 
and by having him confirmed by the Senate as his colleagues with 
equivalent positions in the Department (the Commissioner of Social 
Security, the Commissioner of Education, and the Surgeon General) 

• nowen]oy. · 



CHILD CARE 

At the present time, the lack of availability of adequate child care 
today represents perhaps the greatest single obstacle m the efforts of 
poor families, especially those headed by a mother, to work their way 
out of poverty. It also represents a hmdrance to those mothers in 
families above the poverty line who wish to seek employment for their 
own self-fulfillment or for the improvement of their family's economic 
status. 

The Committee on Finance has long been involved in issues relating 
to child care. The committee has been dealing with child care as a seg
ment of the child welfare program under the Social Security Act since 
the original enactment of the legislation in 1935. Over the years, au
thorizations for child welfare funds were increased in legislation acted 
on by the committee. 

As part of its continuing concern for the welfare of families with 
children who are in need, and in order to provide for the expansion 
of child care required to enable the new employment program to meet 
its goal of making present AFDC recipients independent, the Commit
tee is proposing a new approach to the problem of expanding the 
supply of child care services and improving the quality of these serv
ices. The Committee bill thus establishes within the new Work Admini
stration a Bureau of Child Care with the eventual goal of making child 
care services available throughout the Nation to the extent they are 
needed, but are not supplied under other programs. 

Bureau of Child Care 

The Bureau of Child Care would have as its first priority mak
ing available child care services to participants in the employment 
program. Next in order of priority would be the provisions of child 
care to low-income working mothers and to other mothers desiring 
child care services. 

Where child development services are available under any other 
legislation approved by the Congress, the Bureau would attempt to 
place children in those services. 

To the maximum extent :possible, the Bureau would attempt to uti
lize mothers participating m the employment program in providing 
child care services. 

Initially, the Bureau would train persons to provide family day care 
and would contract with existing public, private non-profit, and pro
prietary facilities to serve as child care providers. To expand serVIces, 
the Bureau would also give technical assistance and advice to organiza
tions interested in establishing facilities under contract with the Bu
reau. In addition, the Bureau could provide child care services in its 
own facilities. 

Federal child care standards are specified in the amendment to as
sure that adequate space, staff and health requirements are met. In 
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addition, facilities used by the Bureau will have to meet the Life 
Safety Code of the National Fire Protection Association. Any facility 
in which child care is provided by the Bureau, either directly or by 
contract, will have to meet the Federal standards, but will not be 
subject to any licensing or other requirements imposed by States or 
localities. This provision will make It possible for many groups and 
organizations to establish child care facilities under contract With the 
Bureau where they cannot now do so because of overly rigid State 
and local requirements. 

Subsidization of child care for low-income working mothers will 
depend on the availability of appropriations. Mothers able to pay will 
be charged the full cost of services. 

In addition to appropriations to subsidize child care costs for low
income working mothers, fees would be charged for services provided 
or arranged for by the Bureau. They would be set at a level which 
would cover the unsubsidized costs of arranging for child care. The 
fees w~uld go int;<> the revolving fund to provide capital for further 
expansiOn of serviCes. 

The child care amendment also includes provision to authorize the 
Bureau to issue bonds for construction if, after the first two years of 
ooeration, the Bureau feels that additional funds for capital con
struction of child care facilities are needed. Up to $50 million in bonds 
could be issued each year, with an overall lunit of $250 million on 
bonds outstanding. 

Authorization 

The (;ommittee agreed to authorize $800 million in fiscal year 1973 
{and such sums as the Congress might appropriate thereafter) to ar
range for and to pay for part or all of the cost of child care for the 
children of participants in the employment program and to other low 
income working mothers. (The House bill would provide $750 million 
for substantially the same purposes.) 

Grants to States for Establishment of Model Day Care 

The Committee expects that much of the child care offered by the 
Bureau of Child Care will be similar to that provided by mothers in 
th~ir own home, since experience has shown that most working mothers 
prefer family day care because of its convenience and its informality. 
However, the Committee has also provided a 3-year program of grants 
to States to permit them to develop model child care. Appropriations 
would be authorized to permit each State in fiscal years 1973, 1974 and 
1975 to receive a grant of up to $400,000 per year to pay all or part of 
the cost of model care, whether through the establishment of one child 
care center or a child care system. Special emphasis would be _placed 
on utilizing the model child care for training persons in the field of 
child care. 

AID TO FAMILIES WITH DEPENDENT CHILDREN 

Persons Eligible for Aid to Families With Dependent Children 

The Committee bill, when the Gua~nteed .Employment program 
goes into effect on January 1, 197 4, will reqmre that ~tates : 

1. Make eligible for AFDC only the followmg classes of 
families: 

a. Family headed by mother with child under age 6; . 
b. Family headed by incapacitated father where mother IS 

not in the home or is caring for fath~r i . . 
c. Family headed by mother who IS Ill, mcapaCitated, or of 

advanced age; 
d. Families headed by mother too remote from an employ-

ment_program to be able to, participate; . . 
e. Family headed by mother attendmg school fullbme 

even if there is no child under 6; and . . 
f. Child living with neither parent, together with h1s .c~re

taker relative ( s)' providing his mother is not also recetvmg 
welfare; and . . 

2. Do not reduce payment levels to AFDC reCipients bel?w 
$1 600 for a two-member family, $2,000 for a three-member family 
and $2 400 for a family of four or more; or, if payment levels are 
already below these amounts, they could n~t ~ r~duced at al!. 

This requirement is not intended to act as a hm1tat10n on the right 
of a State to make other persons eligible.at its own expens~ for bene
fits under its AFDC program. Indeed, m many States with benefit 
levels higher than those provided under the guaranteed employment 
program, AFDC-type families participating in the work program 
~ould rec~ive SUJ?P!emental payments under the State program suffi
cient to brmg their mcomes up to the paym~':lt standard~ generally ap
plicable in the State. Specifically, the famihes not reqmred to be cov
ered by the State program (although it can be anti~~pated that many 
States will continue to supplement them) are families headed ~y an 
able-bodied male and families headed by an able-bodied female If all 
her children have reached age six. 

Definition of "Incapacity" Under Aid to Families with Dependent 
Children 

Under present law the Federal Government will match payments 
to families :where the father is incapacitated. The defin!tion ~f "in
capacitated" is left up to the States. Und~r t~e. Committee b~ll the 
term "incapacitated" would be defined as "mabiht.Y to engage l;ll any 
substantial gainful activity by reason of any medicall:y .deter~nable 
physical or mental impairment." This !s the sa~e d~fini~~on !LS IS used 
m determining disability under the social secunty disability Insurance 
program, except that the definition suggested would also apply to 
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sho~ term, temporary disability while social security benefits are 
available only to persons whose disability will last at least 12 months.· 

Ineligibility of Unborn Children 

Regulations of the Department of Health, Education, and Welfare 
permit Aid to Families with Dependent Children payments for a 
child who has not yet been born. The Committee bill would make un
born children ineligible for AFDC. 

Children Living in a Relative's Hoine 

Under the present law an AFDC mother with more than one 
child can enable a relative to become eligible for welfare by lend
ing the relative one of her children. The Committee bill would per
mit a State to deny welfare aid to the relative in such situation. 

Cooperation of Mother in Identifying the Father and Seeking 
Support Payments 

The Committee bill would require, as a condition of eligibility, that 
a mother cooperate in efforts to establish the paternity of a child born 
out of. wedlock, cooperate in seeking support payments from the 
father, and assign the right to collect support payments on her behalf 
to the Government. 

The pr?visi<?ns related to c!tild support and ~tablishing paternity 
are described m greater detail under the headmg "Child Support." 

Families Where There is a Continuing Parent-Child Relationship 

The Committee has approved a provision which would clarify con
gressional intent with respect to the meaning of the term "parent" 
under the ~FDC progra~. In ~ost cases, ~DC families are eligible 
Qn the basts that the children m the family have been deprived of · 
parental support by reason of the continued absence from the home of 
a parent. In 1968, the Supreme Court ruled that a State could not 
consider a child ineligible for AFDC when there is a substitute father 
with no legal. obligation to support the child. This court decision was 
based on an mterpretation that Congress did not intend that such a 
person. woul~ come within t~e meaning of the term "parent." The 
Committee bill would authorize States to determine whether a man 
is a "p!lrent" on the basis of a total evaluation of his relationship with 
the chtld an;d n?t solely on the question of his obligation to support. 
The determmat10n would have to consider the following indications 
of the exis~n~ ?fa parental relat~onship: 

1. .The mdividual and the child are frequently seen together in 
public; 

2. The individual is the parent of a half-brother or h~lf-sister of 
the child; 

3. The individual exercises parental control over the child· 
4. The individual makes substantial gifts to the child ~r to mem

bers of his family ; 
5. The individual claims the child as a dependent for income tax 

purposes; 
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. ~· The individual arranges for the care of the child when his mother 
IS IU or absent from the home; 

1. The individual assumes responsibility for the child when there 
occurs ~~ the child's life a crisis such as illness or detention by public 
authorities; 
. 8. The individual ~s listed as .the pare~t ~r guardian of the child 
m school records whiCh are designed to md1cate the identity of the 
parents o~ ~a~dians of children; . . · 

9. T~e mdtvidual makes frequent VISits to the place of residence of 
the chtld; and 

10. The i~dividu~l give~ or u~s as his address the address of such 
place ~f. residence m ~eahng ":l~h his employer, his creditors, postal 
authorities, other pubhc authorities, or others with whom he may have 
dealings, rel.atio~hips, or obligations. 

The !elat10ns~1p ~tween an adult individual and a child would be 
determmed to exist m any case only after an evaluation of the factors 
as .well as any evidence which may refute any inference supported by 
evidence related to such factors. Under the Committee bill any natural 
parent or step-parent would meet these criteria. · 

Under the Committee bill, the use of this provision would be 
optional with .the States. If a State affirmatively exercised its op
tion, however, It would have to comply with this method in determin
ing the child-father relationship. 

Income Disregard 

Under present law States are required, in determining need for Aid 
to Families with Dependent Children, to disregard the first $30 ear11ed 
monthly by an adult plus one-third of additional earnings. Costs re
lated to work (such as transportation costs) are also deducted frum 
earnings in calculating the amotmt of the welfare benefit. 

Two problems have been raised concerning the earned income dis
regard under present law. First, Federal law neither defines nor limits 
what may be considered a work-related expense, and this has led to 
great variation among States and to some cases of abuse. Secondly, 
some States have complained that the lack of an upper limit on the 
earned income disregard has the effect of keeping people on welfare 
eyen after they are working full time at wages well above the poverty 
lme. 

Until the Committee's new employment program becomes effective 
in January, 1974, the earnings disregard formula would be modified by 
allowing only day care as a separate deductible work expense (with 
reasonable limitations on the amount allowable for day care expenses). 
States would be required to disregard the first $60 earned monthly by 
an individual working full time ($30 for an individual working part 
time) plus one-third of the next $300 earned plus one-fifth of amounts 
earned above this. This differential between full time and part time 
employment is designed to encourage those who are able to move into 
full time jobs. 

Once the employment program under the Committee bill becomes 
effective, however, these earned income exemptions under the re..<Jidual 
welfare program would be replaced by a flat monthly exemption of 
$20, applicable to all kinds of income (with a separate $20 disregard 
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applicable to child support payments). It would be expected that 
mothers interested in working would receive their work incentives 
thl"?~gh participating in the employment program rather than by re
mammg on welfare. 

In order to prevent the State welfare program from undermining the 
objectives of the Federal employment program, the States would have 
to assume for purposes of supplemental :payments provided under 
AFJ?<;' or a!ly welfare program that indiVIduals who are eligible to 
Pll;rtiCipB:te m ~h~ employment program (but no longer eligible to re
C~lve .the1r basw mcome from AFDC), are actually participating full 
tim~ 1~ the employment program and thus receiving $200 per month. 
A s1m1lar rule would apply to mothers with children under age 6 who 
volunteer. 

Futhermore, the State would be required to disregard any earnings 
between $200 a month and $875 a month (the amount an employee 
wou~d earl!' working 40 hours a week at $2.00 per hour) to ensure that 
the ~ncent~ve system of the workfare program is pres.erved. These 
earn~ngs d1srega:ds would be a flat requirement; States would not be 
required to take m~ account ~?rk e~penses. The effect of this require
men~ would be to ~~v~ a par.ticipant ~n the work program a strong in
~nb.ve to work full ti!fie ( smce earmngs of $200 will be attributed to 
him m any case), and It would not interfere with the strong incentives 
he would have to seek regular employment rather than working for 
the Government at $1.50 per hour. 

The table below shows how wages under the employment program 
would be treated for State welfare purposes : 

~ours worked per~---··-----~----'-'----';_ None 
ourly wage-------------------------------------------

Approximate actu~ monthly income________ o 
Income deemed available for State welfare 
P~--"'~---·---------------------:.____ $200 

. .. 

Assistance Levels 

20 
$1.50 
$130 

$200 

32 
$1.50 
$200 

$200 

40 
$2.00 
$375 

$200 

. Under ~xisting law, each ~~ate decides the level of assistance it 
Will provide. for AFDC fam1hes. The Committee bill generally re
affirms the nght of the State to make this determination. In movinll: 
to a block grant approach which involves substantial fiscal relief 
however, the Committee feels it is appropriate to require that State~ 
could not reduce paym~nts levels to AFDC recipients below $1,600 
for a two-mem~r family, $2,000 for a three-member familv and 
$2,400 for a family of four or more; or, if payment levels are al;eady 
below these amounts, they could not be reduced at all. · · 

Right to Apply For Aid to Receive it With Reasonable Promptness 

The nresent law requires that: 
A~l individuals wis~in~ to make application for Aid to Families 
Wit~ Dependent Children shall have opportunity to do so, and 
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that Aid to Families with Dependent Children shall be furnished 
with reasonable promptness to all eligible individuals. 

The Committee bill would reiterate this provision, but would make 
clear the ~quirement that aid be furnished "with reasonable prompt 
ness" could not be so construed as to interfere with other requirements 
of the law such as seeking a mother's cooperation in establishing 
paternity and seeking support paymel}ts, or verifying information on 
mcome, resources and other eligibility :£actors. 

Community Work and Training Programs 

Prior to the enactment of the Work Incentive Program as part of 
the 1967 Social Security Amendments, the Federal statute permitted 
Federal matching of AFDC payments made to recipients participating 
in a community work trainmg .program. Since tlie enactment of the 
Work Incen.tive Program, however, the Department of Health, Edu
cation, and Welfare has taken the position that the Federal Govern
ment will not share in AFDC payments to recipients who are required 
by State law to participate in an employtnent program-unless the 
program is part of the Work Incentive Program. The Committee bill 
provides that during the period between enactment of the House bill 
and the effective date of the new Federal employment program, the 
community work training provisions in th~ law prior to the 1967 
amendments would be applied so that States wishing to have such 
programs in the interim could do so. 

Protective Payments for Children 

The Committee bill requires States under the AFDC program 
to take certain actions to nssnre that welfare payments are being 
used in the best interests of children. Existing law provides that when 
the welfare agency has reason to believe that the AFDC payments are 
not used in the best interests of the child, it "may" provide counseling 
and guidance services so that the mother will use the }?.ayments in the 
best interests of the child. This failing, the agency 'may" resort to 
protective payments to a third_party who will use the funds for the 
best interest of the child. The Committee bill makes these procedures 
mandatory in such cases . 

Emergency Assistance-Migrant Workers 

Under existing law, emergency assistance may, at the option of the 
States, be provided to needy families in crisis situations, and it may 
be provided either statewide or in part of the State. Emergency assist
ance programs have been adopted in about half of the States, and they 
receive 50 percent Federal matching. Under the law, assistance may 
be furnished for a period not in excess of 30 days in any 12-month 
period in cases in which a child is without available resources and the 
payments, care, or services involved are necessary to avoid destitution 
of the child or to provide living arrangements for the child. The Com
mittee bill (1) requires that all States have a program of emergency 
assistance to migrant families with children; (2) requires that the 
pro~ram be statewide in application; and (3) provides 75 percent 
Federal matching for emergency assistance to migrant families. 



98 

Making Establishment of Advisory Committee Optional 

Regulations issued by the Department of Health, Education, and 
Welfare in 1969 require States to establish a welfare advisory com
mittee for .AFDC and child welfare programs "at the State level and 
at local levels where the programs are locally administered," with the 
cost of the advisory committees and their staffs borne by the States 
(with Federal matching) as part of the cost of administering the wel
fare programs. The Committee bill makes the establishment of such 
committees optional with the States. 

Administrative Costs 

The Committee agreed that the Federal Government would continue 
to pay 50 percent of the cost of administration of the AFDC program 
including administrative costs related to the provision of Social 
Services. 

Federal Financial Participation in Welfare Payments 

The Committee bill would make a major change in the basic method 
· of Federal funding for AFDC by providing a block Federal grant 
with substantially more Federal funds than are now provided under 
present law. This approach is described in detail under the heading 
"Fiscal Relief for States." 
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TABLE 10.-RECIPIENTS OF AID TO FAMILIES WITH DEPEND
ENT CHILDREN, DECEMBER OF SELECTED YEARS 

Year 

1940 .. .. . . . . ........ .... ....... . . . 
1945 ... . ........... . . ... ... .. ... . . 
1950 ... . . . . .... . .. .... . .... . .. . . . . 

1955 .... . . . .. .... . . . . ... . ... ... .. . 
1960 . . ... . . ..... .. . .. . .. . . . ... . .. . 
1961 ... . . .. .. . . . . ...... .. .... . ... . 

1962 . ..... .. ... ... .. .. ... .. . . . . .. . 
1963 . . . .. ...... .. . . ... . ... .. ... . . . 
1964 . . . . ..... . .. . . ...... . . .... . . .. . 

1965 . . .. . . .. ... .. .... .. .. . . .. .... . 
1966 . .. . . . . . .. . . . . . ... .. . .. . ... .. . 
1967 . . ........ . ..... . .. .. . .. .. . . . . 

1968 . . ..... .. . . .... . . .. ..... . .... . 
1969 . . .. .. .. .. ... . ... . . . . . .. . . . . . . 
1970 .... ... .... .. . ... . . ... .. . .. . . . 

1971 . . .... .. . .. . . . .. . ... . ..... .. . . 
1972 1 

.. •• .. ... • • .. ..• . .. . . •. . . • .. . 

1973: 1 

Current law .. .. ...... . . .. . .. . . 
Committee bill ...... ... .. .... . 

1974: 1 

Current law ... .. ... .. . . .. .... .. . 
Committee bill: persons eligi

ble to receive basic income 
from AFDC ... . .. . . . .. . . . . . : 

Number of 
recipients 

1,222,000 
943,000 

2,233,000 

Percent increase 
since 1960 

2,192,000 .... .. .. .. .. .. .. 
3,073,000 . .. .... .. .. +' . 'i6 
3,566,000 

3,789,000 +24 
3,990,000 +28 
4,219,000 +38 

4,396,000 +44 
4,666,000 +52 
5,309,000 +73 

6,086.,000 +98 
7,313,000 +138 
9,659,000 +215 

10,651,000 +247 
12,573,000 +311 

13,800,000 +349 
2 13,800,000 +349 

14,900,000 +385 

3 8,940,000 +191 

~ Estimated~ction of caseload may be anticipated because of committee ame!ld· 
me~fsmr~l~~~d to eligibility rules and administration; the extent of the reduction 

wi~I~!~Pe~fs deeftfr!!~t~Pt~~ts!~t;u~cl~~ercent of current caseload will no longer be 
eligible to get basic income from AFDC. 
source: Department of Health, Education, and Welfare. 
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Statistical Material 

TABLE 11.-AID TO FAMILIES WITH DEPENDENT CHILDREN: 
INCOME ELIGIBILITY LEVEL FOR PAYMENTS AND LARGEST 
AMOUNT PAID TO FAMILY OF 4, BY STATE, DECEMBER 1971 

Alabama Alaska · · · · · ·· ·· · ····· ·········· ···· · 
Arizona·· ··· ·· ······················· ·· 
A k ··········· · ··· ····· ········· · · · 
~~~nsa~ ............................. . 

1 ornta ...........•................. 

Colorado 
connecticut · · · · · · · · · · · · · · · · · · · · · · · · · · · 

8r~fr%~r~t ·c~l~:~~-:::::: :::::::::::::: 
Florida ta. · ............... . . . ... .... .... .. ················· 
~=~:j~~ -· ····························· 
Idaho .. · · · · ·· · · · · · · · · · · · · · · · · · · · · •· · · · Ill" . . ..... .. ....•...........• .•••.•. 
ln~H~~sa · · · · · · · · · · · · · · · · · · · · · · · · · ·: · · · · 

• • • • 0 •••••• 0 •••• 0 •••••••••••••• 

~::,~·as:······ · ························ 
Kentuck ·: · · · · · · · · · · · · · · · · · · · · ·· ·· · · · · · 
Louisian~ ·· ·· · · · · ···· ·· · · ·····•······· 
Maine ······························ ... ...... ....... ...... ... ..... .... 

~=~~cnh~setis : · · · · · · · · · · · · · · .· •.. · · · · · 
Michi an · · · · · · · · · · ·: ·· ·· · · · · ·· · 
Minn~sota·.· · · · · · · · · · · · · · · · · · · · ·: · · · · · · M" ............................ .. 

ISSISSIPPI. .......................... . 

Missouri ......... ... ... ··············· 
~~~::~:a .. ··························· N ................. . ... .. .. ..... . 
N:~a~~· .. ····.· ....................... . 

mpshtre ...................... . 

~ew -~:rs~y ....................•.. ...•• 
New y e~tco ............. . ...•.•• .•.... 

N~~h ~roliri · · · · · · · · · · · ·: · · · · · · · · · · · · 
North Dako a· · · · · · · · · · · · · · · • · • • • · · · • ta ........... ....•.••••••••. 

Income 
eligibility 
level for 

payments 

$81 
400 
266 
210 
314 

235 
335 
287 
245 
223 

158 
268 
241 
273 
355 

243 
290 
193 
104 
349 

311 
283 
293 
309 
277 

338 
225 
275 
176 
314 

324 
203 
313 
172 
300 

Largest 
amount 
paid for 

basic needs. 

$81 
30() 
173 
106 
261. 

235. 
335 
158 
245 
134 . 

149 
268 
241 
273 
175 . 

243 
226 
193 
104 
168 

200 
283 
293 
309 

60 

130 
206 
226 
176 
314 

324 
179 
313 
172 
300: 
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TABLE 11.-AID TO FAMILIES WITH DEPENDENT CHILDREN: 
INCOME ELIGIBILITY LEVEL FOR PAYMENTS AND LARGEST 
AMOUNT PAID TO FAMILY OF 4, BY STATE, DECEMBER 
1971-Continued 

Ohio ... .. ............................. . 
Oklahoma ............................ . 
Oregon ...... ................. .. .. .. .. . 
Pennsylvania . .... ........... ....... .. . 
Rhode Island ................ . ........ . 

South Carolina .... ... .. ......... , .... . 
South Dakota . .. ............. . .. ... . . . . 
Tennessee ..................... . ..... . 
Texas ................................ . 
Utah .................................. . 

V~rl'!l~nt ... ... ........ .. .. .. .......... . 
V1rg1n1a ........ .. .. .. ................. . 
Washington . . . ...... ... .............. . 
West Vir9inia ......................... . 
Wisconsin ..... .... .... . ......... ... .. . 
Wyoming ... .... ...... .. ..... .. ....... . 

Income 
eligibility 

level for 
payments 

$258 
189 
224 
301 
255 

198 
270 
217 
148 
224 

319 
261 

' 282 
138 
217 
260 

Source: Department of Health, Education, and Welfar.e. 

Largest 
amount 
paid for 

basic needs 

$200 
189 
224 
301 
255 

103 
270 
129 
148 
224 

319 
261 
270 
138 
217 
227 



CHILD SUPPORT 

The Committee has long been aware of the impact of deserting 
fathers on the rapid and uncontrolled growth of :families on AFDC. 
As early as 1950, the Congress provided :for the prompt notice to law 
enforcement officials of the :furnishing of AFDC with respect to a 
child that had been deserted or abandoned. In 1967, the Committee in
stituted what it believed would be an effective program of enforcement 
of child support and determination of paternity. Due to a total lack 
of leadership by the Department of HEW, most States have not im
plemented these provisions in a meaningful way. The Committee be
lieves, therefore, that a new legislative thrust is required in this area 
which will create a mechanism to obtain compliance with the law. 
The major elements of this proposal have been adapted :from those 
States who have been the most successful in establishing effective 
programs of child support and determination of paternity. Some of 
the modes of assistance which are created by the Committee plan will 
be available to deserted families generally, regardless of welfare 
status. It is hoped that making these proVIsions available to all de
serted families will prevent further expansion of the welfare rolls. 

Present law requires that the State welfare agency establish a sep
arate, identified unit whose purpose is to undertake to determine the 
paternity of each child receiving welfare who was born out of wed
lock and to secure support for him; if the child has been deserted 
or abandoned by his parent, the welfare agency is required to secure 
support :for him from the deserting parent, utilizing any reciprocal 
arrangements adopted with other States to obtain or enforce 
court orders for support. The State welfare agency is further required 
to enter into cooperative arrangements with the courts and with law 
enforcement officials to carry out this program. Access is authorized 
to both Social Security and (if there is a court order) to Internal 
Revenue Service records in locating deserting I?arents. The effective
ness of the provisions of present law have var1ed widely among the 
States. 

Assignment of Right to Collection of Support Payments 

In some instances, mothers may have personal reasons for :fearing to 
cooperate in identifying and securing support payments :from the 
father of the child. To protect the mother, and also to allow for a more 
systematic approach for the collection of support payments, the Com
mittee approved an amendment requiring a mother, as a condition of 
eligibility :for welfare, to assign her right to support payments to the 
Government and to require her cooperation in indentifymg and locat
ing the :father and in obtaining any moneY. or property due the family 
or Government. The assignment of family support rights would be 
to the Federal Government, and the Department of Justice would 

(103) 

79-184 0 - 72 - 8 
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be authorized to delegate these rights to those States which have 
effective programs of determining paternity and obtaining child sup
port. 'l;he ~ttorney Gene~l would also be authorized to delegate such 
collectiOn rights to counties that have effective programs but only if 
the State as a whole did not. ' 
. If the Attorney General found that a State did not have an effec

tive program, the collection rights would remain with the Federal 
Government and would be enforced by Federal attorneys in either 
~tate or .Federal Courts. OEO lawyers would be made available to as
Sist J~st~ce Department· attorneys m carrying out their responsibility. 
In this situation the Federal Government would retain the full amount 
not payable to the family. 

The Ho.u~ bill provi~ed that the ~ederal share for State expenses 
for estabhshmg paternity and securmg support should be increased 
f~m 50 to !5 percent. The Committee adopted this provision, bqt 
with a proVIso that there be no Federal participation in such State 
programs which do not meet the Attorney General's standards of 
effectiveness. 

Locating a Deserting Parent; Access to Information 

Under the Committee bill, the State or local Government would pro
ceed to locate the absent parent, using any information available to it 
such as the records of the Internal Revenue Service and the Social Se~ 
curity Administration. The Committee bill extends access to these Fed
eral records to any parent se;eking support from a deserting spouse 
regardless of whether the family was on welfare. Non-welfare families 
desiring to use this means of finding the absent parent would make the 
necessary application at local weffare offices. The Federal Govern
ment would have to be reimbursed for the cost of these services by the 
welfare agency or the individual if a welfare case was not involved. 

As a further aid in location efforts, welfare information now with
~eld from public officials, under regulations concerning confidential
Ity, would be made available by the Committee bill; this information 
would also be available for other official purposes. 

Incentives for States and Localities to Collect Support Payments 

Under present law, when a State or locality collects support pay
ments owed by a father, the Federal Government is reimbursed for its 
share of the cost of welfare payments to the family of the father; the 
Fede;ral share currently ~an~ between 50 percent and 83 percent, de
pendn~g on State per capita mcome. In a State with 50 percent Federal 
matchmg, for example, the Federal Government is reimbursed $50 
for each $100 collected, while in a State with 75 percent Federal 

. matching the Federal Government is reimbursed $75 for each $100 
collected. 

Consistent with the Committee's block-grant approach for AFDC, 
and as an incentive for the development of effective State and local · 
programs, the Committee bill provtdes that the entire amount of wel
fare payments from support collections would remain with the State. 
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If, however, the actual collection and determination of paternity 
mechanism is carried out by local authority, the State would pay 25 · 
percent of the governmental share of the support collections to such 
authority . 

In the situation where the location of runaway parents and the 
enforcement of support orders is carried out by a State other than 
that in which the deserted family resides, the State or local authority 
which actually carries out the location and enforcement functions 
will be paid the 25 percent bonus. 

The Committee bill provides, that the Federal Government would 
have to be reimbursed for any Federal costs incurred by the States 
and localities in their collection and determination of paternity 
efforts. 

Voluntary Approach Stressed 

Once located, the parent would be requested to enter voluntarily into 
an arrangement for making regular support payments. Primary re
liance would be placed on such voluntary agreements as the most effec
tive and efficient means of collecting support, avoiding the need for 
court action and formal collection procedures. The record of the State 
of Washington in collecting support payments voluntarily was high
lighted in a recent stuc\Y by the General Accounting Office as a key 
element in their highly successful support collection program; hope
fully, the experience of Washington State can serve as a model for 
allStates. · 

Civil Action To Obtain Support Payments-Residual Monetary 
Obligation 

In the event that the voluntary approach is not successful, the Com
mittee's bill provides for strong legal remedies. The States, as agents 
of the Federal Government, in enforcing the support rights assigned 
to them by welfare applicants would have available to them all the 
enforcement and collection mechanisms available to the Federal Gov
ernment, including the use of the Internal Revenue Service to garnish 
the wages of the absent parent. As stated previously, if these mecha
nisms are utilized the Federal Government would have to be reimbursed 
on a cost basis. Support monies rec.eived would be distributed accord
ing to the formula described under "Incentives for States." 

The welfare payment would serve as the basis of a continuing mone
tary obligation of the deserting parent to the United States. The 
obhgation would be the lesser of the welfare assistance paid to the 
family, or 50 percent of the deserting spouse's income but not less than 
$50 a month . 

A waiver of all or part of the Federal obligation might be allowed 
upon a showing of good cause. 

Criminal Action 

The Com~ittee bill has provided for Federal criminal penalties for 
an absent parent who has not fulfilled his obligation to support his 
family and the family receives welfare payments in which the Federal 
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Government participates. His obligation to support would be deter
mined by applying State civil and/or criminal law. The sanctions for 
failure to support could include a :penalty of 50 percent of the amount 
owed or a fine of up to $1,000 or Imprisonment for up to 1 year or a 
combination of these. 

Determining Paternity 

The Committee believes that an AFDC child has a right to have its 
paternity ascertained in a fair and efficient manner. Although this may 
m some cases conflict with the mother's short-term interests, the Com
mittee feels that-the child's right to support, inheritance, and his right 
to know who his father is deserves the higher social priority. In 1967, 
Congress enacted legislation requiring the States to establish programs 
to establish the paternity of AFDC children born out of wedlock so 
that support could be sought. The effectiveness of this provision was 
greatly curtailed both by the failure of the Department of Health, 
Education, and Welfare to exercise any leadership role and also by 
Court interpretations of Federal law in decisions which prevented 
State welfare agencies from requiring that a mother cooperate in 
identifying the father of .a child born out of wedlock. 

1. Cooperation of Mother 

As noted earlier, the Committee has made cooperation in identifying 
the absent parent a ~ondition for AFDC eligib~lity. As a furthe~ in
centive for cooperatiOn, the first $20 a month m support collectiOns 
would be paid to the family and disregarded for purposes of determin
ing the amounts of welfare payments to the family. Thus, the family 
would always be better off if support payments were made by the 
absent parent. 

2. Blood Grouping Laboratories 

The Committee has also taken additional steps to provide for a more 
effective system of determining paternity. . 

First, a father not married to the mother of his child would be re
quired to sign an affidavit of paternity if he agreed to make support 
payments voluntarily in order to avmd court action. Most States do 
not permit initiation of paternity actions more than two or three 
years after the child's birth; the affidavit would serve as legal evi
dence of paternity in the event that court action for support should 
later become necessary. . 

Second, there is evidence that blood typing techniques have devel
oped to such an extent that t~~y may be used to establish evi?en~e of 
paternity at a level of probability acceptable for legal determmatlons. 

Moreover, if blood grouping is conducted expertly, the possibility 
of error can all but be eliminated. Therefore, the Committee adopted 
a provision to authorize and .direct the Department C?f Health, Edu~a
tion, and Welfare to establish or arrange for regt!>n~l laborato~es 
that can do blood typing for purposes of estabhshmg patermty, 
so that the State agencies and the courts would have this expert evi
dence available to them in paternity suits. No requirement would be 
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made in Federal law that blood tests be made mandatory. The services 
of the laboratories would be available with respect to any paternity 
proceeding, not just a proceeding brought by, or for, a welfare 
recipient. 

Leadership Role of Justice Department 

To coordinate and lead efforts to obtain child support payments, 
the Committee action would require each U.S. Attorney to designate 
an assistant who would be responsible for child support. This Assistant 
U.S. Attorney would assist and maintain liaison with the States in 
their support collection efforts and would undertake Federal action 
as necessary. The Attorney General would be required to submit a 
quarterly report to Congress concerning child support activities. 

· The Committee bill requires that records be. maintained of the 
amounts of support collected and of the administrative expenditu~es 
incurred in the collection effort. Amounts collected but not otherwise 
distributed would be deposited in a separate account which would 
finance the expeuses of the Federal collection efforts. An .authoriza
tion for an appropriation would be included for the contmge1;1cy .of 
a deficit in this fund in order to reimburse the Departments of JustiCe 
and Treasury for their expenses in this area. 

Attachment of Federal Wages 

State officials have recommended that legislation be enacted pe~
mitting assignment and attachment of Federal wages and other. obli
gations (such as income tax refunds) where a support order or JUdg
ment exists. At the present time, the pay of Federal employees, 
including military personnel ~ not ~ubject to attachme~t for purposes 
of enforcing court orders, mcludmg orders for child ~upport or 
alimony. The basis for this exemption is apparently. a findi.ng by the 
courts that the attachment procedure involves the Immunity of the 
United States from suits to which it has not co~sented. . 

The Committee bill would specifically provide that the wa~es of 
Federal employees be subject to garnishment in ~upport and ahmony 
cases. This Committee amendment would be ap~hca~le whether or not 
the family bringing the garnishment proceeding IS on the welfare 
rolls. 

Child Support Under Workfare 

A deserted parent participating _in the workfare prog~am could take 
advantage of ~he .support co~lectlon ~nd, ~here apphc.able, ~he pa
ternity determmatlon mechamsm provided m the Committee bill. The 
cost of collection, however, would be deducted from the amounts .re
covered and the balance would be turned over to the deserted family. 

Effective Dates 

Unless otherwise indicated in the bill, new fea~ures a~d~d by the 
collection of support and determination of paternity proVISion would 
be effective January 1, 1973. 
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Statistical Material 

TABLE 12.-AFDC FAMILIES BY PARENTAGE OF CHILDREN, 1971 

Parentage Number Percent 

Total. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,523,900 100.0 

Same mother and same father . . .. .. .. ... . 
Same mother, but 2 or more different fa-

thers ................................... . 
Same father, but 2 or more different 

mothers ....................... . .... . ... . 
2 or more different mothers and 2 or more 

different fathers ....... . .... . ....... . ... . 
Unknown ..... ... ........ . ................ . 

f1. . ' ,. 

1,800,200 

638,400 

5,200 

53,400 
26,700 

Source: Department of Health, Education, and Welfare. 

71.3 

25.3 

.2 

2.1 
1.1 

TABLE 13.-AFDC FAMILIES WITH SPECIFIED NUMBER OF 
· ILLEGITIMATE RECIPIENT CHILDREN, 1971 

Number of children Number Percent 
r 

Total. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,523,900 100.0 
--------

None. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,426,000 56.5 
1. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 559,600 22.2 
2. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 262,400 10.4 
3... . . . ..... . .. . ....... .. .. .. .. . . . ......... 129,600 5.1 
4. . ....... ... . .. ........ . . . .... . . ... .. . .... 71,700 2.8 
5 . . . ... ...... . ..... . .. .. . .................. 37,300 1.5 
6 or more.. .. . . .. .. .. .. .. . .. . .. .. . .. .. .. .. 37,300 1.5 

Source: Departm&nt of Health, Education, and Welfare. 
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TABLE 14.-AFDC FAMILIES BY STATUS OF FATHER, 1961, 
1967, 1969, A~D 1971 

Percent of families in-

Status 1961 1967 1969 1971 

Total. . . . . . . . . . . . . . . . . . . . . . . . 100.0 100.0 100.0 100.0 
===================== 

Dead.. .. . .. ... ..... ... ... . ... .. .. . 7.7 5.5 5.5 4.3 
Incapacitated. . . . . . . . . . . . . . . . . . . . . 18.1 12.0 11.5 9.8 
Unemployed . . . . . . . . . . . . . . . . . . . . . . 5.2 5.1 4.8 6.1 
Absent from the home: 

Divorced .. . ..... . ......... .. . ·}. 13.7 14.2 
Legally separated. . . . . . . . . . . . . 2.8 2.9 13.7 { 12.6 

2.7 
Separated without court 

decree . . . . . . . . . . . . . . . . . . . . . . 10.9 12.9 8.2 9.7 
Deserted.. . . ... . .. .. ....... ... 15.9 15.2 18.6 18.1 
Not married to mother. ... .. . . 27.9 27.7 21.3 26.8 
In prison ..... . . . . .. .. .. ....... 2.6 2.1 
Absent for another reason . . . . 1.6 1.2 

4.2 3.0 
.6 1.4 

------~-------------Subtotal. .. . .. . . . . . . . . . . . .. . . 75.4 76.2 66.7 74.2 
==================== 

Other status: 
Stepfather case . .............. } { 1.9 
Children not defrived of sup- 2 2 port or care o father, but · 

of mother . . . . .. . ... .. . . ... .. 1.3 
Not reported ....... ... . . .. .. . . .. . ... ........ .... . . 

1 Less than 0.05. 

Source: Department of Health, Education, and Welfare. 

1.9 2.6 

.9 

.1 
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TABLE 15.-AFDC FAMILIES BY WHEREABOUTS OF FATHER 
1971 • I 

Whereabouts 

Total 
•••••••••••••• 0 0 0 0 •••••••••••• • • 

lg ~~ei~~m~tiari·=· · · · · · · · · · · · · · · · · · · · · · · · · · 
Mental institution 
Other medical instittit.iori · · · · · · · · · ·' · · 
~rison or reformatory .. . . ·. ·. ·. : : : : : : : : : : 

Not 1!1 ~he .home or an mstitution · he is 
res1dmg m: 1 

5Wl~~i~tu~~~nty.; ·same· state·.·.::: : : :: : 
Different State and in the United 
A rtat~s .. . ............. ." . . ........... . 

Where~b~19t~ ~~~~~~ri · · · · · · · · · · · · · · · · · · · · 
Inapplicable (father deceaseci)'. ·.:::::::::: 

Number 

215231900 

4721900 

81000 
111200 
751300 

4691200 
156,300 

230,900 
27,100 

959,600 
113,400 

Source~ Department .of Health, Education, and Welfare. 

Percent 

100.0 

18.7 

.3 

.4 
3.0 

18.6 
6.2 

9.1 
1.1 

38.2 
4.3 

FISCAL RELIEF FOR STATES 

The Committee is well aware that the growth of the welfare rolls 
since 1967 has been one of the significant factors in bringing about the 
fiscal crisis currently facing state and local governments. Much of this 
growth has been due to increased Federal intervention in the control 
of the welfare programs by the State. The Committee feels that having 
the Federal Government take over the control of the welfare program 
is not now a step that should be taken. It believes that the correct ap
proach is in the opposite direction. Accordingly, the Committee care
fully designed many parts of this bill so that the State's control of 
welfare programs would be strengthened rather than weakened. The 
Committee recognizes, however, that this represents a long-range solu
tion and that many States feel an acute need for immediate relief from 
the pressures of swollen welfare budgets. Under the Committee bill 
therefore, the fiscal burden on the States will be substantially de
creased through increases in the Federal funding of assistance pay~ 
ments as well as through indirect fiscal relief resulting from improve
ments which the Committee bill makes in the g~neral structure of the 
welfare programs. 

Over the next 2% years, the bill provides $5 billion in fiscal relief 
to the States. Of this, $2.6 billion represents fiscal relief in 197 4, the 
first year the new employment programs are fully effective. The table 
below shows the detail for each of the years 1972-74. 

[Dollars in billions] 

1972 1973 1974 Tota 

Aid to the aged; blind, and 
disabled .................. . ..... . $0.2 $1.0 $1.2 $2.4 

Aid to families with dependent 
children ... . ..... . .. . ..... . .. . . . . .4 .8 1.4 2.6 

Total ..... . ... .. .... ...... ... .6 1.8 2.6 5.0 

The estimated fiscal relief provided for each State in calendar year 
197 4, with respect to cash public assistance payments is shown in the 
table below. 
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TABLE 16 

STATE SAVINGS IN WELFARE PAYMENT COSTS, 1974 1 

[In millions of dolla.rs] 

State 

Total . . ... ....... .. . . . ... . .. . ... . . . ...... . . . 

Alabama .... .. .... . . ............. . .. . .. . ...... .. . 
Alaska ... . .. . . ... . ...... . ....... . .. . ..... . . ... . . . 
Arizona .... . . .. .... ... .. .. .... .. .... . ...... . .... . 
Arkansas ..... ... ...... . ..... . .... .. . . ... ... ..... . 
California . .. . ... . . ... . .... . ... . .... . . .. ...... . .. . 

Colorado . .. . .... .. ... . . . . .. . . . . . . . ... .. . . . . .. .. . . 
Connecticut. ... . ... .. . . . .. . . . .... . ... . . . ... . . ... . 
Delaware . .. ... . . . ....... .. .. . . . ... . .. . . ... ... . . . . 
District of Columbia . . .. .. ... .... . ........ . .. .. . . 
Florida .. . ... .. . . .. ..... . .. . . . . . .. .. .. . . . . .... ... . 

Georg.i.a .... . . . ... . . . . .. .. . . . ... . . . . . ... . . . . . . . . . . 
rawaJJ . . . .. .. . . . .. . . . .. . , . .. . .... . . ..... . . . . . ... . 
?~h~ ..... .. ····· ·· ··· ···· ...... ····· ···· ···· ·· ·· 

I hf'!OIS . .. .... .• . .. .. . .... . . ... . . ..••. . ... . . . ...• • 
lnd1ana . . . .. . .. .. ..... . . . .. . . . ... . .. .. . . . . .. . ... . 

Iowa .. . ... . .... . .. . .. . ..... . .. ...... ......... .. . . 
Kansas . ... . .... .. ... . . .. .... . . . . .. ... . ........... 
Ken~~cky ........ . .. ... ...... . ... .. . . .... . . . .. .. . . 
Lou1s1ana . . . . .. . .. . .... ... . ... . . . . . . . . ...... . . . .. 
Maine ... . . .. .. ... . . . . . . . . . ..... . . . .. ... ..... .. .. . 

Maryland . . .. .. . .. .. ... .. . .. . . . .. . . . ...... . . . . ... 
Massachusetts . .. . . . . ... . . ... . . . : . . .. .. . ... . .... . 
Michigan .. .. ... ... . . .. . . . .. .... .... . . ... . . .... . .. 
Minnesota .. ... ... ...... .. ... ... .... ....... . .... . .. 
Mississippi . .. .. .... . . . ..... .. . .. . . . . .. . . .. ... . .. 

Missouri . .. . . . . ... .. . . .. ... . . . . .. . .. .... . . . . . .... 
Montana . ... . .. .... .. ... . . . ... . .. . . ... ... . . . .. ... 
Nebraska .. ... ... . ....... . . .. .. .. .... ... . .. .... . . 
Nevada .. . . . . . . . . . .. . .. . . . . .. . . .... . . . .. . . .. . . . .. . 
New Hampshire . . . . . .. . . .. . . . . ...... . . .. . . .. .. .. 

New Jersey . . ... . . . .. . . .. .. . . . .. . . .. . . . .. . . . . . ... 
New Mexico ... .. . . . . . . ..... . . .. ... . .... . . . .. ..... 
New York ... . . ... .. ..... ... . . . ... . ...... . ... . . ... . 
North Carolina .. . . . . . .. ... .. . . . . . . . . . . . .. . .. . . . .. 
North Dakota . . .. .... . . . .. . . . . . . . . . . .. .. . . . . .. ... 

Ohio .. .. ... . . . . ...... .. . ... . . .. . .. . . . . . . . •. ... . . . 
Oklahoma .. . . . .. ... ... .. .. .. ..... . . .. . .. . . .. .. : .. 
Oregon . .. . .. ... ..... . . . .. ... . .. .. . .. .... .. .. . . . ... 
Pennsylvania . . .... . ... ... . .. . . .. .. . . . ... . . . ...... 
Rhode Island . . . . . ... . . .... . . . . . .. . .... . . . . .. . . . . . 

Sn footnote 1t end of tlbl1. 

Committee proposal 

Adult categories 

(1) 

1,230.4 

27.1 
2.6 

10.6 
14.0 

298.9 

15.9 
10.4 
4.5 

10.4 
32.6 

24.9 
3.6 
1.7 

45.4 
9.2 

19.4 
7.0 

15.4 
32.8 

4.4 

17.1 
51.5 
45.3 
13.1 
14.6 

34.3 
L8 
2.4 

.8 
4.0 

20.1 
4.0 

168.5 
19.9 
2.1 

29.9 
33.5 

6.7 
46.8 

4.4 

Family welfare 
benefits 

(2) 

1,378.9 

12.9 
2.9 

32.0 
7.5 

163.3 

15.3 
11.5 
3.7 

45.4 
90.3 

36.5 
. 8.7 

1.8 
100.6 
29.2 

10.1 
13.2 
10.8 
39.5 

3 .. 2 

52.8 
39.9 
94.9 
14.5 
5.5 

15.0 
1.7 
4.4 
1.9 
1.2 

30.0 
3.6 

135.8 
16.7 
2.2 

94.0 
14.1 
14.9 
57.1 
9.4 

Estimated 
savings 

Total under H.R. 1 

(3) (4) 

2,609.3 1,859.2 

40.0 31.1 ..... 
5.5 3.5 

..... 
t-.? 

42.6 40.5 
21.5 21.5 

462.2 180.9 

31.2 16.5 
21.9 16.7 

8.2 4.7 
55.8 50.8 

122.9 135.3 

61.4 58.9 
12.3 9.4 
3.5 2.0 

146.0 167.0 
38.4 28.2 

29.5 22.7 
20.2 12.1 
26.2 15.3 
72.3 68.8 

7.6 2.5 

69.9 72.3 
91.4 64.8 

140.2 97.4 
27.6 17.5 
20.1 20.8 

49.3 10.8 
3.5 1.7 
6.8 7.1 ..... ..... 
2.7 1.7 ~ 

5.2 2.2 

50.1 48.5 
7.6 3.7 

304.3 168.3 
36.6 31.2 

4.3 1.2 

123.9 103.0 
47.6 39.0 
21.6 15.4 

103.9 70.0 
13.8 7.1 
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Federal Funding of Aid to the Aged, Blind, and Disabled 

The Committee bill establishes minimum Federal standards for as
sistance to the aged, blind, and disabled, but leaves to the States the 
administration of the program under State eligibility rules. To give 
the States both substantial fiscal relief and a fiscal stake in good ad
ministration, the cost of making assistance payments meeting the 
Federal payment level requirements would be borne entirely by the 
Federal Government up to a specified base amount under the follow
ing formula: 

Federal funding would be provided for the costs of assistance 
to the aged, blind, and disabled up to the standards required by 
the bill ($130 for an individual, $190 for a couple With a $50 
disregard of all income and additional disregards of earned in
come). These costs would be fully Federal up to the higher of 
( 1) the cost of meetin~ these standards for a State's existing case
load; or ( 2) the State s share of $5 billion distributed among the 
States in proportion to the number of aged individuals with 
income below $1,750 and aged couples with income below $2,200 in 
1969. If State costs involved in meeting the Federally required 

· payment levels exceeded the higher of these amounts, the Federal 
Government would also pay 90 percent of the excess. There would 
be no Federal funding with respect to assistance provided at 
levels 81bove those required by the Committee decision. 

Under this formula most States would be required to pay a relatively 
small proportion of the costs involved in the Committee decision. A 
number of States, however, would have no costs at all for 1974; but 
these States would be required to pay small amounts in future years 
when their caseload grows to the point that the fully Federal base 
amount is no longer sufficient to cover the payments required by the 
Federal standards. As a result, all States would be relieved of all but a 
very small amount of responsibility for the funding of aid to the aged1 
blind, and disabled and would enjoy the savings shown in column 1 o:t 
the preceding table. However, there would be an incentive for the 
States to exercise control over caseload growth since they would be 
required to pay a part of the costs related to all additional recipients 
once the Federal base amount is exceeded. 

In 1974, it is estimated that this formula would result in Federal 
payments to the aged, blind, and disabled of $4.2 billion (compared 
with $2.0 billion under existing law). State costs under the bill would 
be $0.2 billion compared with $1.4 billion under existing law, yielding 
fiscal relief for the States of $1.2 billion. The same formulas would 
apply with respect to assistance for the aged, blind, and disabled in the 
remaining months of 1972 and in 1973. It is estimated that this will 
result in State savings of $0.2 billion this year and $1.0 billion in 1973. 

Federal Funding of Aid to Families with Dependent Children 

In t}le Aid to Families with Dependent Children program, the Com
mittee bill changes the funding mechanism from the present formula 
matching to a block grant approach. This new method of providing 
Federal funds for AFDC results in substantial immediate fiscal relief 
and is also consistent with the Committee's desire to return to the 
States a greater measure of control over their welfare programs. For 
the la~t 6 months of calendar year 1972 and for 1973 the block grant 
would be based on the funding for calendar year 1972 under current 
law. Starting in 1974 the grant would be adjusted to take into account 
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the effects of the work program. The fo.llowing formula would be 
used: 

The grant for 1973 would equal the 1972 Federal share, plus an 
additional amount equal to one-half of the 1972 State share, or if 
less the amount needed in 1972 to bring family income up to $1,600, 
$2,000 or $2,400 for families with two, three, or four or more 
members, respectively. In no case, however, would the Federal 
block grant be less than 110 percent of the Federal share in 1972. 
For the last 6 months of calendar year 1972, the grant would be 
one-half of the 1973 grant. 

After the e:r;nployment program becomes effective in January 
1974, the Federal grant for AFDC would be reduced somewhat 
in recognition of the fact thwt families with no children under age 
6 would no longer 'be eligible for AFDC. This reduced gmnt 
would remain the same in future years, except that it would be 
;increased or decreased to reflect changes in toit.al State population. 

:for example, it is estimated that the Federal block grant for AFDC 
in California would be $689.4 million in 1973. After the employment 
program becomes effective1 this would be reduced to $526.7 million. The 
$526.7 million would remam as the annua.l amount of the Federal grant 
to California for AFDC except that it would be adjusted each year to 
reflect any percentage increase or decrease in the State's population. 

The table. below shows the State savings under AFDC over the next 
2%years. 

TABL'E 17.-STATE SAVINGS IN AFDC COSTS UNDER 
COMMITTEE BILL 

(In billions) 

Current law Committee bill 

Non· Non· Fiscal relief 
Year Federal Federal Federal Federal to States 

1972 1 
.......... ' $2.2 $1.8 $2.6 $1.4 $0.4 

1973 .... ... ... . . 4.4 3.6 5.2 2.8 .8 
1974 2 

..... . ... .. 4.8 3.9 3.7 2.5 1.4 

1 Last 6 months only. 
2 Total AFDC costs are reduced under Committee bill because many current law 

recipients would no longer be eligible to receive their basic income from AFDC. 

Federal Funding Costs of Public Assistance Administration 

The OommitJtee hill would retain the present financin_g arrangement 
with respect to the costs of o.dministmtion 'Of the AFDC progmm. 
Under this arrangement, such costs are shared on a 50 percent Fed
eral-50 percent State basis. 

In the programs of aid to the aged, blind, and disabled, the Com
mittee bill would provide Federal funding equal to 100 percent of the 
administration costs in calendar year 1972 plus 50 percent of any 
costs above this base. The additional Federal funding would be needed 
because several States may have substantially greater administrative 
costs due to the new Federal assistance standards for the aged, blind, 
and disabled. 

Internal Revenue Amendments 

Retirement Income Credit 

Under present law, a retirement income credit of up to $1,524 
multiplied by 15 percent ($229) is allowed for single persons age 
65 or over having "retirement mcome"-that is, income from pen
sions, dividends, interest, rents, and other passive income. The income 
eligible for this credit is reduced, however, by social security, railroad 
retirement, or other tax-exempt pension income. It is also reduced by 
50 percent of earnings between $1,200 and $1,700 and on a dollar-for
dollar basis as income rises above $1,700. For most married couples, 
the limitation on the credit is $2,286, one and one-half times the 
amount allowed a single person, and the maximum benefit is $342.90. 

In addition, under present law, the retirement income credit, de
termined substantially as indicated above, is available for retirement 
income received from governmental units where the individual is 
under age 65, except that if he is also under age 62, earnings in excess 
of $900 reduce the- $1,524 limitation on a dollar-for-dollar basis. 

The Committee bill includes, with minor modification, the liberalized 
and simplified retirement income credit contained in the House bill. 
As adopted by the Committee, the limitation would be raised to $2,500 
for a single person and $3,750 for a couple. Thus, the maximum credit 
will be $375 for a single person and $562.50 for a couple. The Finance 
Committee did not include in its bill the feature of the House pro
vision which would have extended the credit to persons who have 
not yet retired. 

Social Security and Unemployment Tax of Affiliated Corporations 

The Social Security tax is based on the wages paid an employee, 
with a limitation on the amount subject to tax. Under present law, 
the limitation is $9,000 ($10,200 under the Committee bill). In some 
instances, an employee on the payroll of one member of an affiliated 
~roup of corporations may perform services for other members of 
the group; in these cases, he may be treated as a separate employee 
of each member of the group for which he performs services and the 
remuneration he receives may be attributed to them. As a result, the 
$9,000 limitation on wa~es subject to social security is applied to the 
remuneration attributed to each company separately, rather than to 
the total remuneration received by such employee, and the FICA tax 
collected with respect to his employment may be based on compensa
tion considerably in excess of the statutory limit. While the employee 
may obtain a refund of any excess social security tax paid, the related 
emoloyers may not. 

The Committee approved an amendment to eliminate duplication of 
FICA tax in the situation described. The amendment also applies to 
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eliminate the duplication of the Federal unemployment taxes which 
may occur under similar circumstances. Under the amendment, an 
individual who performs services for more than one member of an 
affiliated group of corporations would be treated as an employee only 
of the member or members of the group by which he is employed and 
from which he receives his compensation. Under the committee action 
the present practice of attributing payments of com~nsation to other 
members of an affiliated group would no longer prevail. 

79- 184 0- 72 - 9 

• 

Analysis of Cost of Committee Bill 
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Chart 1 
• 

Cost Increases in H.R. 1 and Committee Bill 

The chart shows the net increase in cost over current law for cal
endar years 1973 and 1974 for H .R . 1 and the Commit tee bill. Details 
for each of the program categories are shown in the succeeding charts 
and text. 

The estimated costs for H .R . 1 are those prepared by the Depart
ment of Health, Education, an<.! Welfare. As discussed in the text 
accompanying chart 5, some of these costs are believed to be signifi
cantly understate<.!. 

The cost estimate for the tax credit provisions relates to the retire
ment income credit provision in the House bill plus the credit added 
by the Committee for ~pl~yers hiring persons who have been in 
the Committee's employment program. This estimate was prepared 
by the staff of the Jomt Committee on Internal Revenue Taxation . . 

In summary, the Committee bill woul<.l cost $5.7 billion more than 
the House bill in 1973 and $6.3 billion more in 1974. Of the 1974 
increase, $3.9 billion represents increased social security benefits and 
$2-.4 billion represents increased general fund costs (principally pay
ments to low-income working persons). 

The Committee bill would cost $17.6 billion more than existing law 
in 1974, as shown below : 

[In billions of dollars] 

Present Commit· 
law tee bill Increase 

Social security cash benefits . . ... . . $43.2 $50.6 
Medicare Part A. ... .. . .. . .... . . .. .. . 8.3 10.7 
Medicare Part 8 . . .. . . .. . . . .. ... .. . . 3.3 3.9 
Medicaid .. .. . ... . . .... ... .. .. . . . . .. . 6.1 6.1 
Aid to the aged, blind, and disabled. 2.7 4.9 
Programs for families... . ... .. . . . . . . 7.0 11.5 
Increase in tax credits . . . . . .. . . . .. . . : .. ... . . . ... . .. . ... . 

+$7.4 
+2.4 
+.6 

+2.2 
+4.5 
+.5 

--------------------
Total ... . .. . . . . . . . . .. . . . . .. . . . . .. . ... ... . .. .. . . . .. . +17.6 
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Chart 1 

Cost Increases in H.R.1 and Committee Bill 
(in billions) 

1973 1974 
H.R.1 Committee H.R.1 Committee 

bill bill 

General Funds 
Medicare Part B $o.4 $0.3 $Q.4 $Q.6 
Medicaid -05 ·0.5 
Aged~ blind, disabled 1.1 2.0 2.6 2.2 
Programs for families 1.3y 2.7 2.5Y 4.5 
Tax aedit provisions 0.4 0.4 0.4 0.5 - - -

SUBTOTAL 2.7 5.4 / 5.4 7.8 
Increase Jn Committee bill (+2.7) (+2.4) 

Trust Funds 
Social security cash 3.9 7.0 4.3 
benefits 

Medicare Part A 1.5 1.4 1.6 -- -SUBTOTAL 5.4 8.4 5.9 
Ina-ease in Committes bill (+3.0) 

TOTAL 8.1 13.8 11.3 
Increase in Committee (+5.7) 

bill 

jJ Based on HEW estimate; Committee 
estimate is $:<.0 billion higher 
in 19'74. 

'7.4 

2.4 
9.8 

(+3.9) 
17.6 

(..S3) 
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Chart 2 

Social Seeurity Cash Benefits 

H.R. 1 as passed by tbe House of Representatives provided for a 
first year increase in the cost of s~cial security cash benefits of. $~.9 
billion, A 5 percent general ben.efit m<?rease accounted for $2.1 _b~lhon 
of this total. Under the Committee bill, there would be an additional 
increase in social security cash benefit costs of $3.1 billion for a total 
increase over existing-law of $7.0 billion. The 10 percent general 
benefit increase in the Committee bill represents a cost of $2.2 billion 
over the 5 percent increase in the House bill. 
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Chart 2 

Social Security Cash Benefits 
(First full year costs, in billions) 

Increases in House Bi II 
5 percent benefit increase 
Widow's benefits 
Increase in earnings limit 

Other changes 

SUBTOTAL 

Increases in Committee Bill 
Benefit increase of 10% 

rather than 5% 
Special minimum up to $200 
Credit for delayed retirement 
Other changes 

SUBTOTAL 

TOTAL INCREASE IN 
COMMITTEE BILL 
OVER PRESENT LAW 

$2.1 
0.9 
0.6 
0.3 
3.9 

2.2 

0.3 
0.2 
0.4 
3.1 

7.0 
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Chart 3 

Medicare and Medicaid 
Medicare Part B 

The principal increased cost in the committee bill is attributable to 
covering the disabled under Medicare on a basis similar to that ap
proved by the House. 

The Committee also appro~ed adding coverage of chiropractors 
under Medicare and liQl.itmg th~ per.Qentage by which the Medicare 
Part B premium paid b~ older people could be raised from one year 
to the next. 

In 11oddition, other changes were apprQved that were designed to 
smooth Medicare operation. 
Medicaid 

The Committee bill would for the first time cover eligible mentally 
ill children under age 21 receiving treatment in an accredited medical 
institution. 

The Committee also provided that workfare participants otherwise 
ineligib.le for :\1edicaid would have the opportunity to "blJY in" by 
paying premiums, with Federal subsidy for t~.ny remaining costs of 
benefits. 

The principal change resulting in a decrease in Medicaid costs was 
the Committee's repeal ofSection 1902 (d) which presently prohibitc; 
States from moderati~ their programs. 
Medicare Part A 

Extension of hospital insttfil.nce for the disabled accounts for the 
major cost increase shown on the chnrt. 

A new benefit was ndded by the Committee co~.ering a limited num
ber of dru_gs approprinte for usc in treating the chronically ill. 

The dennit10n 00 ~biliiy for services in nn. extended care facility 
was liberalized in the (}-ommitteo bill so ns to simplify administration 
and ~prove avaih!l>ility of benefits. 
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Chart 3 

Medicare and Medicaid, 1974 
GENERAL FUNDS 

Medicare Part B: 
Present law 
Extend coverage to disabled 
Cover chiropractic, limit 

premium, other changes 
Medicaid: 

Present law 
Mentally ill children 
Coverage of workfare participants 
Other changes 

NET INCREASED GENERAL 
FUND COSTS 

TRUST FUNDS 
Medicare Part A: 

Present law 
Extend coverage to disabled 
Coverage of drugs 
Extended care definition 

I 

other changes 
NET INCREASED TRUST 

FUND COSTS 

(dollars in 
billions) 

$t8 
0.4 
02 

5.3 
0.1 
0.2 

-0.3 

+0.6 

8.3 
1.5 
0.7 
0.2 

+2.4 
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Chart 4 

Aid to the Aged, Blind, and Disabled 

Under the Committee bill, the Federal share of aid to the aged, 
blind, and disabled for 1974 is estimated to be $4.9 billion, including 
$4.4 billion in assistance payments ($2.2 billion more than under 
current law) and $0.5 billion for administrative costs ($0.3 billion more 
than existing law). This $2.5 billion increase in Federal expenditures is 
offset by a reduction of $0.3 billion in food stamp costs for a net in
creased Federal cost of $2.2 billion. (Recipients would be ineligible for 
food stamps but would get offsetting increases in cash assistance.) 

The increase in Federal costs results from the new Federal standards 
for assistance to the aged, blind, and disabled, and from the changed 
funding mechanism under which the Federal Government assumes 
most of the cost of assistance payments and an increased share of 
administrative costs. 
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Chart 4 

Aid to the~~~ Blind and Disabled, 1974 
cost in billions 

Present law: 
Welfare payments 
Administration 
Food stamps 

TOTAL 

Committee increases: 
Welfare payments (including 

cashing out of food stamps) 
Administration 
Food stamps 

TOTAL INCREASE 

$2.2 
0.2 
0.3 
2.7 

+2.2 

+0.3 
-0.3 

+2.2 
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Chart 5 

Cost of Programs for Families: H.R. 1 and the Committee Bill 

The table shows the total cost of the pro~ram for families in H.R. 1 
and the Committee bill for calendar year 1974. The compar:_tble cost of 
present law is $7 billion. Two estimates arc shown for each bill, oneprc
pared by the Department of Health, Education and ~elfare, and the 
other by ::\1r. Robert ~1ycrs, consultant to t~c _Com:~mttee and fon;nC'r 
Chief Actuary of the Social Sec~rity Admm,Istrat~on. The detiuled 
bases of these estimates were subm:1tted to the Uom~!llttee. 
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Chart 5 

Cost of H. R.1 and Committee Bill, 1974: 
Programs for Families 

Cdollars in billions) H.R.1 Committee Bill 
HEW Committee HE:W Committee 

estimate estimate estimate estlrnate 

Government employment $5.7 $2.6 
, Wage supplement 1.7 0.3 
Children's allowance 0.5 
10% work bonus --- 1.1 1.2 
Welfare payments $5.1 $7.1 32 3.7 
Cost of cashing out 1.5 1.5 1.8 1.8 · food stamps 

0.8 0.8 1.5 0.8 Child care: Additional 
Included in Gov't (0.4) employment 

'>Public service jo()j; 0.8 0.8 --- --
Services, training 0.6 0.6 0.8 0.4 
Administration:Additional 0.7 0.7 1.7 0.7 

Included in Gov't (0.4) employment - -
TOTAL 9.5 11.5 18.0 11.5 

Present law ?.0 7.0 7.0 7.0 - - -
NET INCREASED 2.5 4.5 11.0 4.5 

COST 
n 
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to benefits under both the social ~~curity and railroad retirement 
systems. _ 

A F ·:ii1g bdividual with entitlcrr-.ent to hoth s0c.al security and 
railroad retinment benefits may r<'~eive benefits Sjparately under 
both systems. If he dies, however,. his survivors may receive benefits 
from only one system, based on his combined earnings under both 
systems. Thus, upon his death a recomputati•m is necessary. The 
language of the law has been interiJreted as preventing the Social 
Security Administration from auto•natically recomputing survivor 
!:Jenefits bas•Yl on combined social se~urity and railroad retirement 
earnings wherP the deceased person I etired before 1 :)66 and had n(l 
earnings after 1965. A specific provisicn in the law is needed to make 
it clear that survivor's benefits w:iU continue to be based on the 
worker's combined social security anJ railroad earnings .. 

The bill would provide that a deceased individual who during· hh 
lifetime was entitled to social security benefits and railroad compen
sation_ and whose railroad remunen~tion and earnings under socia.J 
securi~y are, upon his death, to be combined for so·;ial security pur
poses would have his primary insurance amount recomputed on the 
basis of his combined earnings, whether or not he h.1.d earnings after 
1965. 

Retroactive payment of disability benefits 
Under a 1967 amendment certain disabled people were allowed to 

establish a period of disability-the so-called disability freeze-even 
though the period provided in the J..~v for filing effective applications 
had terminat·:.d. This 1967 provision ·.vas designed to protect a limited 
number of p~ople who, when the disability progrf.m was new, had 
been so severely disabled that they did not have tlw opportunity or 
ability to file an application. · 

Your committee has been informed that these people also lost . 
benefits which would otherwise have been paid. Therefore, your com
mittee's bill would provide for the payment of cash disability benefits 
for periods of disability prior to 1968 that have been established 
by those persons under the 1967 amendment. 

B. PROVISIONS RELATING TO MEDICAilE, MEDICAID, AND MATERNAL AND 

CHILD HEALTH PROGRAMS 

1. Eligibility and payment for benefits 
(a) Coverage for disability beneficiaries under medicare.-Over the 

years your committee has given extensive consideration to proposals 
to provide health insurance protect;on under title XVIII for persons 
entitled as a result of disability to monthly cash benefits under the 
social security and railroad retirement programs. While your commit
tee has always believed that there are compelling reasons for extending 
the protection of medicare to disability beneficiaries, it has in past 
years regretfully concluded that considerations of cost precluded rec
ommending such an extension of coverage. Your committee believes, 
however, tP:>t the present unmet need for health in"urance protection 
among the <~Isabled of our Nation is so great that -' ~Jpropriate legisla
tive action should no longer be deferred. 

In an effort to ascertain the -dimensions of the health insurance 
probl'lm confronting the disabled and to evaluate all the possible 
approaches to providing or assuring adequate health insurance for such 
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people, your coramittee has in recent years directed a number 'lf Ad
visory councils to study this question and to report their findings and 
recommendations to the Congress. In each case, the council charged 
with responsibility for examining the issue has recommended the 
extension of medicare coverage to the disabled .. Moreover, your com
mittee believes that the findings on which these councils based their 
recommendations arc too impressive to be ignored or minimized. It is 
clear, for example, that a mfl.jor unmet need for health insurance 
protection exists among the disP..bled. Use of health services by people 
who are severely disabled is substantially higher than that by the non
disabled. Disabled workers receiving cash benefits under the social 
security program use about seven times as much hospital care, and 
about three times as much pl1ysicians' services as does the non
disabled population. These facts account both for the great need for 
and the substantial costs of covering the disabled under medicare. 
Yet the disabled have limited incomes in comparison to those who 
are not disabled, and most disabled persons are unable financially to 
purchase adequate private health insurance protection, or to obtain 
such insurance at all. · . 

Accordingly, your committee's bill would extend ID<\dicare protec
tion to social security disability beneficiaries. Those covered would 
include disabled workers, disabled widows and disabled dependent 
widowers betw')en the ages of 50 and 65, people aged 18 and ov6:
who receive social security benefits because they tecame disabled 
before reaching age 22, and disabled qualified railroad retirement. 
annuitants; 

While your committee has concluded that considerations of public 
policy dictate the extension of medicare protection to the disabled, 
your committee also believes, given the cost and financing considera
tions involved in such coverage, that it is imperative to proceed on a 
conservative b:1sis. Consequently, your committee's bill would provide 
health insurance protection only after the disabled beneficiary has beer. 
entitled to social security disability benefits for no{i:J·~ss than 24 con-· 
secutive montts. Such an approach would help to Keep program cost3 
within reasonable bounds, avo· d overlapping private health insurance 
protection, particularly in tho3e cases where a disabled worker may 
continue his membership in r. group insurance plan for a period Oj~ 
time following the onset of his disability, and minimize certain admin
istrative problums that might otherwise arise in cases in which entitk
ment to disaoility benefits is not determined until some time after 
application is made becau~e of delays due to the appellate proce::.s. 

· Moreover, this approach w•1uld provide assurance that the protec
tion will be available to tho;,e whose disabilities have proven to l::o 
severe and long lasting. 

Under this provision of y"ur committee's bill, medicare protec
tion would bPgin \Vith the later of (a) July 1972, or (b) the 25h, 
consecutive r.wnth of the individual's entitlement to social security 
disability benefits. 

(b) Hospital insurance benefits for 'Uninsured inditid'Uals not eligiUe 
under transitional pronision.--Present law provides hospital insnranre 
protection under the "specihl transitional provision" for people who 
are not qualif:ed for cash ben::1fits under the social sccmity or railrcad 
retirement program. (The provision excludes an active or retired Fd
eral employee, or the spouse of such an employee, who is covered or 
could have been covered under the provisions of the Federal Em-
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ployees Health Benefits Act of 1959; aliens residing in the l'nited 
States for less than 5 years; and people who have been convicted of a 
crir.w against the security of the Unite1 States, including sabotage, 
espionage, treason, etc.) The "special tr::.nsitional provision" covers 
people 'vho are not qualified for cash benefits under the social security 
or railroad retirement program and who reached age 65 befon. :96~ 
even though they had no work under social security (or in the raJroad 
industry). Those who att:~.ined or will attain age 65 after 1967 must 
have had specified amounts of work under these prog1~ams in order 
to be eligible for hospital ir.surance protection. The transitional prcvi
siOll will phase out as of 1974 as persons attaining age 65 in that 
yoar must be insured for cash benefits under one of the two programs 
in order to be eligible for hospital insurance protection. 

Since the transitional ?rovision is designed to provide hospital in
surance coverage for only a part (though a large part) of the uninsured 
aged and to eventually phase out, a port;on of the aged, though small 
in n.iimber (as of July 1, 1:)71, it is estimated that this portion will num
b£J.r approximately 344,000 or 1% percent of the aged population), are 
and will be, for one reason or another, exc~uded from hospital insurance 
coverage. (The 344,000 people include 50,000 recent immigrants, who 
would continue to be excluded from coverage; 150,000 active or retired 
Federal employees, who are not eligible for the transitional provisions; 
and 144,000 others.) Although these ineligibles include a substantial 
number of people who were eligible for social security coverage but 
who did not elect (or wi1ose employers did not elect) to be c,wered 
(i"cluding employees of State and local governments), they also 
include several other groups: (1) wives ';~10 have never "~orked under 
covered employment and whose husbands are eligible for hospital 
insurance under the trn.nsitiona:l provision, (2) women who are not 
i,lsured on their own account and who cannot qualify for dependent's 
benefits (such as dependent aged sisters of insured workers and the 
dependents of uninsured workers), and (3) workers, such as agricul
tural and domestic workers, whose earnings may have been so low or 
sporadic they were unable to acquire insured status. 

Further, it has become very difficult for many in this group to obtain 
private hospital insurance comparable to coverage under medicare. 
Since the passage of the medicare law, private insurance companies 
have generally changed their hospital insurance plans available to peo
ple age 65 and over to make their coverage complementary to medi
care. While there is generally some type of hospital insurance available 
to persons age 65 and over, most of that which is offered is in the form 
of specified cash payme11t. insurance, paying from $25 to $200 per week 
for limited periods of hospitalization. Few private health insurance 
companies offer their reguhr hospital expense plans to the aged. 

Your committee's bill would make available hospital insurance cov
erage under medicare on a voluntary basis to persons age 65 and over, 
including Federal eiyil service employees or annuitants and their 
spouses, who are not entitled to such coverage under existing law. A 
State or any other public or private m·~anization would be permitted 
to purchase such protection on a group basis for its retired or active 
employees age 65 and over. The intent is that the cost of such coverage 
would be fully financed by those who elect to enroll for this protection. 
Enrollees would pay a monthly premium based on the cost of hospital 
insurance protection for the uninsured group. The premium would be 
$31 a month beginning with January 1972 and up to and including 
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June 1972, and would be recomputed each fiscal year and ina:eased in 
the same proportion as the inpatient hospital deductible. The same re
strictions on enrollment and reenrollment (including a 10-percent-per
year charge for late enrollment) would apply as now apply to enroll
ment for supplementary medical insurance (including the changes in 
such enrollment provisions made by other provisions in the bill). 

Your committee's bill would provide that whenever a person enrolled 
for voluntary hospital insurance becomes eligible for such coverage as a 
result of becoming eligible for monthly cash social security or railroad 
retirement benefits or ';l~der the special t~ansitional pro.vision, his 
coverage under the proVIsion would be termrnated; and to msure that 
his hospital insurance coverage continued uninterrupted he would be 
deemed to have filed the application required for establishing hospital 
insurance under the other provision in the month b.e becomes eligible 
under the other provision. 

The effective date for coverage provided under this provision would 
be January 1, 1972. 

(c) Amount of w,ppletn.entary medical insurance premium.-Under 
present law, the Secretary of Health, Education, and Welfare is 
directed to determine and promulgate a premium in December of each 
year for individuals enrolled in the supplementary medical insurance 
program. The dollar amount of the premium is the amount the Secre
tary estimates to be necessary so that the aggregate premiums for the 
12-month reriod commencing July 1 in the succeeding year will equal 
one-half o the total SUJ.lplementary medical insurance program costs 
that will be payable dunng that fiscal year. (The Federal Government 
pays the other half of the costs by matching the premium amount paid 
by each enrollee.) During the first five years of the program it has been 
necessary to increase the premium ahnost 87 percent-from $3 in 
July 1966 to a scheduled $5.60 rate as of July 1971. 
· Your committee is concerned about the increasingly severe financial 
burden that the premium amount, established under this method, will: 
come to represent in futUre years. The premium is not only likely tg. 
continue to rise signif1cantly but will do so without regard to the 
ability of beneficiaries living on reduced retirement incomes to bear 
the increased financial burden. _ 

Accordingly, under your committee's bill, the supplementary medi
cal insurance premium generally would increase in any given year only 
if monthly cash social security benefits had been increased in the in
terval since the premium was last increased. Moreover, the premium 
would rise by no more than the perceutage by which cash benefits had 
been increased across the board (whether by act of Congress or auto
matically under the provision in the bill which provides automatic 
increases in cash benefits under certain cirumstances). Thus, enroll
::nent in the supplementary medical insurance program would remain 
voluntary and premium :payments by utrollees would still be required, 
hut premiums would be mcreased only at times and by amounts that 
would be related to the bentficiary's ability to meet the cost. 
Th~ revised procedure for establi.;;hing the medical in"Surance 

premium would operate as follows. The medical insurance premium 
would be allowed to ri8e to $5.60 on July 1, 1971, as presently sched
uled. During December of 1971, and each year thereafter, the Secretary 
·.vould be required, as he is under present law, to determine and 
promulgate the monthly premium amount for the 12-month period 
beginning the following July. As one step in detern~.ining the premium 
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amount, however, he would determine a monthly actuarial ··ate for 
aged enro)lees representing the dollar amount he estimates wi,l equal, 
in the aggregate over the 1?-month period, one-half of the total 
l)enefit and .administrative costs (plus a small contingency reserve) 
that the program will incur with respect to enrollees age 65 a1•d over. 
The premium for all errollees (including disability beneficiarie!>) would 
then be set to equal th~ lesser of (a) the actuarial rate described above 
or (b) the most recently promulgated premium rate, increased by the 
total percentage by which monthly cash benefits have increased or are 
scheduled to increase during the fis('&l year to which such recently 
promulgated rate applies. When he promulgates the premium the 
Secretary would be required to issue a public statement setting forth 
the actuarial assumptions and bases used in arriving at toe actuarial 
rate; and the drivation of the premium amount. 

Your committee's bill would also authorize the apfropriation from 
the general revenues of sufficient funds to meet al supplementary 
medical insurance program costs above those met by the sggregate 
premium amounts paid by aged and disabled enrollees. · 

(" (Jliange in supplementary medical insurance deductible. -Under 
present law, a deductible is applied to the first $50 of expenses in
curred by a beneficiary for services of the type covered under the 
supplementary medical insurance program. 

Recognizing that medical costs have risen considerably since the 
beginning of the medicare program, your committee has concluded 
that it would be appropriate to increase the supplementary medical 
insurance deductible to $60 as of January 1, 1972. Thus, beneficiaries 
would continue to beu.r a reasonably representative portion of their 
medical insurance costs. The $60 figurr~ is below the amount ($70) that 
would be necessary to maintain the same relationship between the 
deductible and program costs as existed between $50 and program 
costs when the program began. 

(,jt) l'Mr~ase in lifetime 1·eserve days and change in hospital insurance 
coinsurance amount under medicare.-Under present law, payment may 
be made for up to 90 days of inpatient hospital services furnished 
during a benefit period (spell of illness), with the beneficiary being 
responsible for an inpatient hospital deductible (currently $60) and, 
beginning with the 61st day of his stay, a daily coinsurance amount 
equal to one-fourth of the inpatient hospital deductible (now $15). In • 
addition, present law provides each beneficiary with a nonrenewable 
lifetime reserve of 60 days of inpatient hospital coverage upon which he 
may draw after having exhausted the 90 days of covered care regularly 
available to him in a benefit period; a coinsurance amount equal to 
one-half of the inpatient hospital deductible is applicable t.o each 
lifetime reserve day \.!sed. . 

Your com?Ji.ttec be~ieves there is a !leed to more f~11ly prot;ect medi
care bcnefic1anes agamst the very htgh costs assoCiated wtth those 
illnesses that require prolonged usc of inpatient hospital services; it hos 
also been mindful of the need to promote the most effective possible 
utilization of such services and to maintain an awareness of the cost of 
hospital care among the beneficiaries of the program. ·To further the 
objective of the medicare program to protect the aged 'against the very 
heavy expenses of major illness, your committee's bill would provide 
for an increase from 60 to 120 in the number of "lifetime reserve" days 
for which inpatient hospital benefits may be paid. Thus, each medicare 
beneficiary would have available to him at least 2~0 days of covered 
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pitalization, even if bP. had only one benefit period. As under 
t,-,;ent law, to guard against any possible unnecessary utilization of 

.. n·ices, the beneficiary woulc;l be responsible for a coinsurance amount 
1:sl to one-half of the inpatient hospital deductible for each lifetime 
.. •rve day used. Your committee believes that this increase in the 
!ime reserve would sufficiently protect the large majority of 

•1eficinries a~ainst the most expensive illnesses without, however, 
:--upting the mtended effect of the benefit period provision, which is 
pro,ide some objective means for discontinuing benefit payments 
those cases where the individual is more or less permanently 

•!itutionalized. · . 
r our committee has also examined the cost-sharing requirements 
t were established at the time of medicare's enactment in order to 

•e-rmine whether they were accomplishing their intended purposes. 
\...ed on its examination, your committee has concluded that cost
:~ring begin~ing at nn earlier point in the benefit period than is 
rtuircd under present law would serve to increase the incentive for 
•th beneficiaries and their physicians to participate in efforts to bring 
huut more effective control of the utili7.ation and cost of inhospital 
·n·ircs. Your commit.t.ee's bill provides for the application of a daily 
·insurance amount equal to one-eighth of the inpatient hospital 
"'luctible for each day ofinpatient hospital coverage during a benefit 
liod beginning with th13 31st day and through the 60th day. The 
in~urance amount for the 6lst through the 90th day would remain, 

t.• under present law, equal to one-fou1·th of the inpatient hospital 
,Juctible. Present experience indicates that about 10 percent of the 
.,;pitalized aged use more than 30 days of hospital care during a 
1wfit period and it may very well be that in some of those· cases 

•re beyond 30 days is really not needed. · 
These amendments would be effective with respect to inpatient 
... pital services furnished during hospital stays beginning after 

(),.,·ember 31, 1971. · .' 
~(} .tlutomat·ic enrollment for 811p]Jlementary medical insurance.

t wier present law an indiVIdual eligible for supplementary medical 
~umnce must tnke the positive action of enrolling to obtain cov-erage 
•r l>ttch insurance. If he does not act within the time imposed by 

lu.w, he stands .to lose several months of medical insurance 
,\·ernge. In recognition of the importance of timely enrollment, a 

~ •llct'rtccl effort is made to notify people of their opportunity to enroll 
medical insurance as they become eligible and, in fact, neerly 96 

,""rrcnt of eligiLle individuals are enrolled. Some few, however, fail 
enroll at their first opportunity due, for example, to inattention, or 

,....~11:;e they are hwnpa.ble of managing their own affairs. 
~our committee believes, therefore, that it would be good public 

"1hl·)" to assure that individuals are enrolled for supplementary medical 
~ur~tncc when they are first eligible, unl~ss they elect not to have the 

'.'\'"rage, Accordingly, under your committee's bill, the aged and the 
h:lh!eu would be automatically '3nrolled lor supplementary medical in
llra.u~e as they become entitled to hospital insurance. Persons already 
~ 'Ct>l\'lllg monthly social security or railnad retirement benefi~, would 

•ll'('llled to have enrolled in the montn before the month for which 
"Y. bec?me entitled to hospital insurance, so that their medical and 
"'(lllu( msurance coverage will start at the same time. Others, not 

1 • ·atdy on the cash benefit rolls, would be deemed to base enrolled 
r :supplementary medical insurance in the month in which they file 
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an application establishin~ their entitlement to hospital insurance, ·and 
their coverage under medical insurance would begin at the tii:r:e Rf.eci •. 
fied by existing law for people enrolling in that month. I 

Your commjttee expects that persons eligible for automatic en
rollment will, to the extent possible, be fully informed and given an 
opportunity to decline the coverage. They would be deemed to haYe 
enrolled if they do not dfcline coverage before it is scheduled to begin. 
Once their coverage has begun they would of course be free to disenroll 
if they wish in accordance with existing law. 

The automatic enrollment provisions would be applicable only to 
persons who "become entitled to hospital insuranc:e after 1971, because 
of the practical difficulties that would be involved in locating non· 
enrollees whose eligibility for medical insurance was established 
prior to 1972 and givin~ them an opportunity to decline the coYerage. 
(~ Establishme:M of 1.~ for Statu U, emphasize compre~nsive 

health care under medica:id programs.-Your committee has been 
concerned about the need to improve tl:e utilization of services under 
the medicaid program and to encourage more effective lower cost 
patterns of service. The_present law has a uniform Federal matching 
percentage aJ?plied to all forms of"health services covered under the 
State medica1d plan. In order to encourage the States to make more 
efficient use of hea)th services, your committee's bill would create 
incentives for States to contract w1th health maintenance organizations 
or similar organizations and disincentives to discourage prdonged 
stays in institutional settings. SpecificalJy, the bill would provide ·for 
(1) an increase of 25% (up to a maximum of 95%) in the Federal 
medicaid assistance matching for amo1.nts paid by States under con
tracts with health maintenance organizations or other comprehensive 
health care facilities; (2) a decrease in the Federal medical as~istance 
percentage by one-third after the first 60 days of care (in a fiscal year) 
m a general or tuberculosis hospital; (3) a reduction in the Federal 
percentage by one-third after the first 60 days of care (in a fiscal year) 
m a skilled nursing home unless the State makes a showing satisfactory 
to the Secretary that there is in the State an effective program of con
trols over utiltzation of such institutional care, (4) a decrease in 
Federal matching by one-third after 90 days of care except that an 
additional 30 days_ care would be allowed if the State sl_lows that the 
patient will benefit from such additional period of hospitalization in 
a mental hospital and provision for no Federal matching after a total • 
of 365 days of such care during an individual's lifetime, and (5) au
thority for the Secretary to compute a reasonable cost differential for 
reimbursement purposes bet,veen skilled nursing homes and inter-
mediate care facilities. · ...._ 

These changes would be effective with respect to services furnished 
after June 30; 1971, except that the provision relating to the compu
tation of a reasonable cost differential between skilled nursing homes 
and intermediate care facilities would be effective for any calendar 
quarter beginning after December 31, 1971. 

The proposal to increase by 25 percent, up to a maximum of 95 
percent, Federal matching on premiums paid by states under contracts 
with health maintenance organizatious, neighborhood and communit.y . 
health centers and similar organizations is intended to encourage states 
to contract with such organizations. Organized plans, particularly 
those on a pre-paid basi-s, have been shown in some cases to discourage 
overutilization of expensive inpatient care. · · 

The 1 
designe• 
They r 
general 

The 
reflect 
mental 
rarely 
State 
active 
medic 
provt1 

Th 
tows: 
inter: 
by t 
that 
belo: 
suit 
Sec\ 
prol 
ma.i 
leVI 
me 
ha· 
it. 
eff 
ffil 

ro 
n· 
£.1 
p 
n 
r 



l 
73 

Thn limitations on care in general and tuberculosis hospitPJs are 
•ued to encourage transfer of patients to less expensive facilities . 

. )· rdlcct the assumption that treatii?-ent in a~ute institutions is 
\t•rlllly of short duration, rarely exceedmg 60 days. · 
1 h<' propo3ed limitations on length of stay in mental institutions 

. • ct the assumption that for patients over 65 medical treatment of 
tul disease inpatients generally docs not exceed three months and 

• tl'h· continues beyond a year. However, in those cases where the 
.. ,; n"'cncy demonstrates that the patient is continuing to receiv~ 
. tin~ treatment and the prognosis IS for further improvement the 

,Jicnid percentage would not be reduced until 120 days. This will 
oritlc needed flexbility under the basic provision. . 
The reduction in matching for ski1led nursing homes is directed 
.,·nrd early transfer of patients to alternative facilities (such as 
trrmcdiate care facilities). There is a good deal of evidence found 

"'" the General Accounting _Office and by the HEW audit agency 
lhllt patients now in skilled nursing homes in many States do not 
LH-Iong there. A lower level of care than skilled nursing care would 
uit the needs of a large number of these patients. In the 1967 Social 
~urity Amendments, the Congress attempt~d to meet these kinds of 
s•roblems by funding intermediate care facilities at the medicaid 
nt!ltching rate (so as to avoid any financial incentive to use the higher 
f,.wJ of care) and by requiring regular professional independent 
n~t·dical audit of the needs of nursing home patients. Some States 
ba' c used the intermediatfl care facility as the less expensjve option 
tt wns intended to be. Others have not used it all or have not used it 
rtfc•·tively. Some few States have set up the required professional· 
nu•dicnl audits. 

Y •JUr committee recommends a reduction in the Federal medicaid 
matching rate by one third after the 60th day of stay in a skilled 
nursing facility unless the State can show that it is carrying out an 
riTcctive program under requirements for effective utilization review 
procedures and for regular professional medical audits. A State c_ai1ld 
maintain its full Federal share by complying with these nec~:lry 
rrquirements. If it did not, the matching rate would be reduced 'vtth 
rt'SJ>cct to stays. The 60 day period would J>Iovide an adequate period 
,.r ti.rne for the necessary review and certifitation requirements to be 
carrwd out. 

_Th, provision granting authority to the Secretary to compute (for 
rctmbursement purposes) a reasonable cost differential between the 
cost of skilled nursing home services and the cost of intermediate 
care facilities is designed to assure that supporting care in these 
altcrnll.te institutions actually does result in decreased costs to the 
progr.\m. • . . . 

(h) Oost-sharing under medicaid.-Your committee has been con
cemed that costs of the medicaid program have been escalating much 
more J apidly than anticipated and. believes that an element of cost 
~onsc!ousness on the part of patients and their physicians should be 
llltroduced into the program p!"imarily as a cost control device. Yom· 
c:lmmit.tee bill would, therefore, require that States participating in 
t ~c. m.-dicaid program impose on the medically indigent (those not 
rhgtble for cash assistance) under the pro~ram a premium enrollment 
ee gra•luated by income in accordance W1th standards prescribed by 
the Se<:retary. No other premium or enrollment fee could be imposed 
on the mediCally needy under the State plan. In .. the case of cash 
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assista3.1Ce recipients, nominal deductible ard cost-sharing charges . 
·while prohibited with respect to mandatory services required under th~ 
. plan, would be permitted with respect to optional services. 

Stat-3s could, at their option, impose deductibles and copayme 1t 
feature.::; on the medically indigen~ (in addition to the~ requir,,d 
graduated premiums) \Vhich would not ha;;re to vary by level of 
income. Your committee recommends these provisions in order to 
discourage possible unnece.:>sary overutilization and to encounge 
cost-consciousness on the part of those covered under medicaid. 

(i) Elimination of medicaid work disincentive.-Your committee hill 
would amend title XIX to assure that medicaid eligibility require
mentf:. for families with children are structured in a wav whi·~h 
relates them to family income and medical expenses, removes w~nk 
disiqcentives, and concentrates medical assistance resources on thol'e 
families most in need. 

The medicaid statute has from the beginning required those Stntes 
\vhich elect to have a medi~aid prognm to cover everyone who was 
eligible for cash assistance payments. With the introduction of thP. 
earn:ngs disregard provisio·1s under the 1 t.67 amendments, and ·~he 
cons.~~quent gradual loss of cash benefits as earned income J.ncreas,:,d, 
fami1ies on the assistance rolls can have a substantial total income, 
and still receive full medicaid protection. The medicaid program hao>, 
therefore, a work disincentive effect at some point in the earnings 
scale-the earning of an extra. dollar can mean the phaseout of cash 
assistance, and the abrupt and complete loss of medicaid. 

In the 24 States which had made no provision for covering the 
medically needy (the gro'1ps related to the welfare categories but 
with income in excess of the standard for public assistance), the lo~;s of 
metiicaid was complete. 'l'h0 family could not re-establish eligib]ity 
for medical assistance without dropping back on the public assist:mce 
rolls. In the 28 States· and jurisdictions with programs for the Ircedi
cally needy, the situation was only slightly better. Since the maxiTUum 
eligibility level for the medically needy was one hundred thirty-three 
and one-third percent of the payment level (and the payment level 
was often below the cash assi::;tance standard), thia standard is in some 
of these States several thousand dollars below the income level where 
cash assistance phased out under the earnings disregard provisions. 
This meant that the family which had lost medicaid coverage with 
their loss of cash assistance could re-establish their eligibility for 
medicaid only after incu:·ring substantial medical expenses (equal to 
the amount by which their income exceeded the medically needy 
standard for families of that size). ~ 

Your committee proposes to correct· these deficiencies by providing 
complete medicaid covenf!e to cash assistance families with childrrn 
only if their income falls below the eligibility level established for 
medical assi::;tance. In dettrmining income for this purpose, the first 
:3720 of earned income would be disregarded (this amount is allowed 
for work related expenses under the family program provisions in 
the bill). ~ · 

The medical assistance eligibility level would be defined by thr 
f)t,ate in the range bet\Yeen the payment level for an eligible family of 
given size without income up to one-hundred thirty-three and one
third percent of that payment level. Cash assistance families with 
incomes above the eligibility level \\·ould receive medicaid coverngr 
only after incurring medical expenses equal to the amount by which 
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their total income (including cash assistance payments) exceeded the 
medicaid standard; they would be required to "spend-down" by this 
"mount to establish their eligibility for medicaid .. In effect, this 
amount would be a deductible, increasing in amount as earnings rise 
and, therefore, avoiding the situation where one dollar of earnings 
can result in the loss of protection worth several hundred dollars. 
~ledical expenses for this purpose would be defined as those in section 
213 of the Internal Revenue Code. 

Your committee does not propose to change medicaid eligibility for 
the adult categories except to allow a uniform amount of earnings in 
the awcunt of $720 ($1,020 for the blind and disabled) to be dis
n:mtrded as work related expenses in determining income for purposes 
i' medicaid eligibility .. States would continue to have the option of 
operating programs for the medically needy for the aged, the blind, the 
,h:;abled, foster children, families as defined in :;ection 405(b), and all 
n('edy children under 21 who are not recipients of cash assistance. 

Eligibility standards for the medically needy \vould be tied to the 
JHIYment level for families under title XXI plus the supplementary 
ptlVment, if any, provided by the State, with appropriate adjustments 
to "account for family size. States with medical assistance eligibility 
lerels higher than the payment level, but less than 133% percent of 
that level, would be required to provide medical assistance to all 
individuals, whether recipients of cash assistance or not, whose income, 
uftcr deducting medical expenses falls below the medical assistance 
lc\·cl. These latter changes are essentially thos<; necessary to preserve 
the effects of present law. 

The proposed amendment is estimated to result in a saving of 
t~pproximately $140 million in Federal medicaid funds in the family 
category. This sa,~ing results from the elimi;1ation of some of the 
medical costs of cash assistance recipients who have earnings in excess 
of $720 (the amount allowed for work expenses). 

The estimate was prepared on the assumption that States without 
rurrent. programs for the medieally needy would set the eligibility level 
:~t their current payment standard or $2400, whichever was higher; and 
States v·ith a current program for the medically needy would maintain 
the medicaid eligibility level a1. the current medically needy standard. 

(J) Payment under the medir:are program to individuals covered by 
F<deral employees health benefits program.-Dnder present law, Fed
··ral emnloyees and retirees age 65 and over who are enrolled for Fed
trtll employees health benefits (FEHB) are nlso covered under the 
rnedicare hospital insurance plan (part A) if they have worked in 
··mployment covered by social security or railroad retirement and arc 
··!igible for monthly cash benefits under thesG programs. in additior. 
Federal employees, whether o~· not eligible fc.r part A benefits, may 
•·nroll in the medicare voluntary supplementary medical insurance plan 
:part B) which is available to essentially all persons age 65 and over. 

Part A hospital insurance protection under m 3dicare is earned during 
a perso'l's working years through a separate Ltx on his earnings and 
llo payments are made by thc·sc entitled to benefits aft~r they have 
>topp.::r.l working. In contrast, persons who arc eligible for health insur
>nee protection under a FEHB plan continue to pay the same premium 
.rates fc:- their coverage after :·ctirement as th1y did when they weru 
active employees (although th3 coverage me.y be more valuable since 
r>lder proplc use more medical :3erviccs). The F•Jdcral Government cur
rently pays about 40 percent of the overall cost of FEHB protection. 
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When th-e medicare program was enacted in 1965, it was intend{>; 
that it would provide basic health insurance protection for people 11 ,.: 

65 and over and that it. "-ould pay its benefits in full without rsgard \ •. 
any other benefits that might be pii.yable under an employee healt~ 
be~efits pl~n. At the sai'fe. time, it was expected that such; plans would 
adJust the1r benefit P'>hCles to complement the protectiOn I•rovidel\ 
under medicare rather than to duplicate the benefits. . 

Unlike most employers, the Federal Government has not a.rrangP•' 
the health insurance protection it makes available to its employet: 
age 65 and over (acth·e or retired) so that such protection ,n,uld h(· 
~uppl_ementary to medicare bem~fits. It is ~rue, however, that SOU){· 

md1v1dual plans have afforded more protectiOn to those enrollees with 
medicare coverage than those without such coverage. 

Although most Federal employment covered by a FedHal staff 
retirement system is excluded from social security coverage, manv 
Fedenl employees become insured under social security on tl:.a basi~ 
of other employment. About 50 pmcent of retired and active Federal 
employees age 65 and over are entitled to hospital insurance benefits 
under medicare. 

Several problems ar:se under the present situation. The FEHB plans 
cover many of the sarr.a health care expenses that are cover~d under 
medicare. In cases where health care expenses are covered urder both 
medicare and a Federal employee plaL, the medicare benefits are paid 
first, and the Federal employee plan then pays its benefits in an amount 
which, when added to the benefits payable under medicare, may not 
exceed 100 percent of the expenses allowable under the FEHB plan. 

A Federal employee who is covered under a high-option FEHB plan 
as well as the medicare plans has somewhat better protection ~han is 
afforded under the FEHB plan alone. But, because of the nonduplica
tion clauses in the FEHB contracts, he does not derive the full value of 
the protection of the FEHB contracts. If a Federal retiree entitled 
under medicare cancels his enrollment under a FEHB plan because of 
the high total cost of his health care protection, he will lose the high 
leveLof protection he previously enjoyed under the FEHB program at 
an age where his health care costs can be expected to increase sub
stantially. 

Federal retirees and employees who are covered under an FEHB 
plan generally do not find it advantageous to enroll in the medicare 
voluntary supplementary medical insurance plan, because of the over
lapping of FEHB benefits and benefits under the supplementary plan. 
Thus, Federal retirees and employees do not receive the advantage, 
available to virtually all other persons age 65 and over, of the 50-per
cent Government contribution toward the cost of the protection under 
the supplementary medical insurance program. 

In order to assure a better coordinated relationship between t3e 
· FEHB program and medicare and to assure that Federal employ< es 
and retirees age 65 and over will eventually have the full valne of the 
protection offered un(ler medicare and FEHB, your commit tee's bili 
would provide that effective January 1, 1975, the medicare program 
(both parts A and B) wouldnot pay for any otherwise covered service 
if such service is covered under the FEHB plan in which the benefi
ciary to whom the service was provided is enrolled. This provision 
would not go into effect (or would be suspended, if already in effect) 
if the Secretary of Health, Education, and Welfare certifies that the 
the FEHB program has been so modified as to assure (1) that there 
is available to Federal employees OJ.' retirees age 65 and over one or 
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more Federal health benefit plans which offer protection supplementing 
the combined protection of parts A and B of medicare, and the pro
tection of part B alone, ~nd (2) that the Government is making a 
~ontribution toward the :,ealth insurance of all Federal employ3es or 
retirees age 65 and over which is at least equal to the contribution it 
makes for high option covera~e under Governmentwide FEHB plans. 
~or would this provision apply with respect to an individual plan if 
the Secretary of Health, Education, and Welfare certifies that such 
pbn (1) has made available to its enrollees age 65 and over protection 
~upplementing the combined protection of parts A and B of medicare, 
11 r,d the protection of part B alone, and (2) is making a contribution 
~oward the health insurance of its enrollees age 65 and over which is 
nt least equal to. the contribution made by the Federal Government 
for hi~h option coverage under Governmentwide FEHB plans. The 
contribution, whether by the Federal Gov3rnment or by the individual 
plan, could be in the form of a contribution toward the supplementary 
FEHB protection or a payment to or on behalf of the individual 
employee or retiree to offset the cost of his purchase of medicare 
protection, or a combination of the two. The Secretary would, of 
course, prepare his certification on the basis of information he obtains 
from the Civil Service Commission about the characteristics and 
operations of each of the various plans as well as the Federal program 
ns a whole. It is the hope and the intent of your committee that the 
Secretary will be able to make this certification for each of the plans 
under the FEHB program before January 1975. 

(k) Payment under meo~icare for certain i11-patient hospital and related 
physicians' services furnished outside the United States.--under 
present law, services furnished outside the United States are excluded 
tram coverage, with the single exception that hospital insurance 
benefits are payable for emergency inpatient services provided in 
nearby foreign hospitals if the beneficiary is physically present within 
the United States when the emergency arises and the foreign hospital 
to which he is admitted is closer to the place where the emergency 
nrose or more accessible than the nearest United States hospital 
that is adequately equipped and avaihtble for his treatment. Your 
(~ommittee is concerned that under present law border residents who 
find that the nearest hospital suited to their inpatient care needs 
is located outside the United States m11.y not receive protection against 
'he health costs they incur in using these nearest hospitals except in 
~he indicated emergency situations. 

Your committee's bill .would includ~ a provision which would ex
pand medicare coverage of services outside the United States to take 
a~count of the special problems of border residents. Medicare benefits 
would be payable for in~atient hospital serviP,es furnished outside the 
United States if the beneficiary is a resident of the United States and 
'he foreign hospital was closer to, or f;ubstantially more accessible 
from his residence than the nearest hospital in the United States which 
was suitable and available for his treatment. For such beneficiaries, 
benefits would be payable without regard to whether an emergency 
~~xisted or where the illness or accident occurred. <July inpatient serv
:ces furnished by a hospital ·.vl.ich has been accredited by the Joint 
(;ommission ori Accreditation of Hospi•als or by a hospital approval 
program having essentially comparable standards would be covered. 
. The present provisions covering emergency inpatient hospital serv
Ices outsid.e the United States would be retained. 
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·Payment for all covered hospital services furn,ished outsid.J the 
United States would be made on essentially the same basis as pa) ment . 
for emergency services furnished by a nonparticipating hospital within 
the United States. Where the hospital elected to bill the medicar.1 pro-

. gram it would be reimbursP.d on the basis of the reasonable cost of-the 
covered services fumished. the beneficiary, as is now done with rt'spect 
to emergency services furnished by a nonparticipating hospital which 
furnishes actual cost data. Where payment could not be made solely 
because the hospital did nt't elect to bill the program, ben~ts would be 
payable directly to the ~enP.ficiary on. the basis of an ite~izP.d bill if he 
filed an acceptable apphcatxon for reimbursement. SubJect to the ap
propriate deductibles and coinsurance, the beneficiary would be reim
bursed in an amount equal to 60 percent of the hospital's reasont~.ble 
chk.rges for "routine services" in the room o~upied by him or in semi
private accommodations, whichever is less, plus 80 percent of the hos
pital's reasonable charge> for "ancillary services," or, if separate 
charges for routine and ancillary services are not made by the hospital, 
tw)-~irds of the hos:pital's total charges. _ 

To·assure that mediCare beneficiaries woald be adequately protected 
agrimst other medically necessary health care costs they may incur 
while receiving covered foreign inpatient hospital care, your committee's 
bill would also provide for coverage under the medical insurance 
program of medically necessary physicians' services and ambulance 
services furnished in conjunction with covered foreign inpatient 
hospital services. 

· Payment for physicians' services would be limited to the period of 
time during which the individual is eligible to have payment made for 
the foreign hospital services he receives. Further, the Secretary would 
be authorized to establish, by regulations, reasonable limitations •1pon 
the amount of a foreign physician's charge that would be accepkd as 
reimbu~a~le u~der ~he me~ical insurance p;og;am. In _recognitioJ?- of 
the admm1strat1ve diffi~ultles that would ar1se m applymg the ass1gn'-. 
ment method of reimbursement to medical services furnished in other 
countries, your committee's bill would provide that benefits for foreign 
physicians' and ambulance services would be payable only in accord-

- ance with the itemized bill method of reimbursement pro_vided for 
under present law. · 

These provisions would apply to services furnished with respect 
to hospital admissions occurrmg after December 31, 1971. · 

· 2. Improvements in operating e.ffectivene88_ . . 
~Limitation on Federal participation for capital ezp6ndit-ures.

Under title XVIII depreciation on buildings and equipment, and inter
est on loans used to acquire them, are reimbursable as part of the cost 
of providing services to medicare beneficiaries. Such reimbursement 
is paid without regard to whether the items were constructed or pur
chased in conformity with any type of health facility planning re-

. quirement. Similarly, reimbursement on a cost basis for inpatient 
hospi_tal services provided under titles V (maternal and child health) 
and XIX (medicaid) of the Social Security Act includes a recognition 
of <.ertain capital costs ~vithout regard to conformanr.A to planning 
requirements. · 

There are few aspects of the health care system in the United States 
which have been so thoroughly explored as the need for comp_rehensive 
areawide plann!ng for the deve~opment .and_ utilization of all types of 
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tnlth care facilities. But the acceptance of the purposes of State and 
~uwide health facility planning has not always been matched by pur-

1scful application of the incentives required to achieve the end result 
1 such planning. Thus, while a significant amount of Federal money 
. currently being e:A-pended under the comprehensive health planning 
· rovisions of the Public Health Service Act i.n the interest of further- -
:::g health facility!lanning at the.State an~ local levels, ~ederal fun.ds 
!IC being expende for health serviCes provided under mediCare, mediC
lid, and the maternal and child health programs without re~ard to 
... hether the facilities providing the serVIces are cooperating m such 
htalth facility planning. Your committee believes that the connection 
between sound health facility planning and the prudent use of capital 
{unds must be recognized if any significant gains in controlling health 
costs are to be made .. Thus, your committee believes it is necessary to 
z~-.:.5ure that medicare, medicaid, and the maternal and child health 
programs are consistent with State and local health facility planning 
dforts, in order to avoid paying hi~her costs unnecessarily in the future 
where these costs result from duplication or irrational gJ;owth of health 
care facilities. 

At present,_ efforts are being made on the Federal, State, and local 
levels to assure that the need for the expansion and modernization of 
health facilities is evaluated, coordinated, and planned on a rational 
and controlled basis. At the Federal level, comprehensive health plan
ning legislation provides for Federal grants for the establishment and 
Cunaing of areawide and comprehensive State health care planning 
agencies. Currently, all 50 States, the District of Columbia, and five 
territories have St11.te comprehensive health care planning agencies. 
On the areawide level, 125 planning agencies are receiving Federal 
grants: 72 of such agencies are operational. It is estimated that 140 
areawide planning agencies will be receivin~ grants by the· end of 
June 1971 and that more than 90 such agenCies will be operational. 

To avc,id the usc of Federal funds to support unjustified capital 
e:q>enditures and to support health facility and health services plan
ning activities in the various States, your committee's bill authorizes 
the Secretary of Health, Education, and Welfare to withhold or reduce 
reimbursement amounts to providers of services and he~~olth mainte
nance organizations unde1 title XVIII for depreciation:;;mtei·est, and, 
in the case of proprietary providers, a return on e·quity capital, 
related to certam capital exrenditures that are determined to be 
inconsistent with State or loca health facility plans. (Similar authority 
would be provided with respect to the Federal share of payment for 
inpatient hospital care under titles V and XIX.) Capital expenditures 
for the purposes of this provision include expenditures (1) for plant· : 
and equipment in excess of $100,000; (2) which change the bed 
capacity of the institution; or (3) which substantially change the 
setvices provided by the institution. The Secretary would take such 
action on the basis of findin&s and recommendations submitted to 
him by various qualified plannmg agencies. If he determines, however, 
after consultation with an. approp!iate national advisory council, that 
a disallowance of capital exfense." would be inconsistent with effective 
organization and delivery o healt.h services or effective administration 
of titles V, XVIII, or XIX, he would be authorized to all.:;;..,· .such 
expense~ · 

The Secretary would be authorized to enter into agreements with 
the States under which designated planning agencies would submit 
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their findings and Iecommendations (along with those of other qual
ified planning. a.gen~ies) wi~h respect to proposed capital expe~di- · 
tures that are mconsistent •vtth the plans developed by such agen<'tcs. 
(All such health facility and health services plannjng agencies must 
have governing bodies or· advisory bodies at least half of whose mem
bers represent conm~mer interests.) An adverse decision by a State 
planning agency may be appealed to an appropriate agency or in
dividual at the State level. The Secretary would be authorized to 
pay from the Federal Hospital Insurance Trust Fund the reasonable 
costs incurred by the planning agencies in preparing and forwarding 
findings and recommendations. The bill would in no way ~hange the 
autonomy or authority of existing State or local planmrig agencies, 
or the relationships between such agencies, either within States or 
across State lines. 

These limitations would be effective with respect to obligations for 
capital expenditures incurred after June 30, 1972, or earlier, if re
quested by the State~ 

(b) Report on plan for prospecti1Je reimbursement; experiments and 
demonstration projects to develop incentives for economy in the prormion 
of health services.-:-Under present law, institutional .l?roviders furnish
ing covered services to medicare beneficiaries are paid on the basis of 
the reasonable cost of such services. Payment on this basis, with retro
active corrective adjustments, is consistent with the long history of 
public and private third party agency reimbursement for institutional 
health care on a cost, basis. However, as experience under tbe medicare, 
medicaid, maternal and child health, and other third perty program~ 
has clearly demonstrated there is little incentive to contain costs or 
to produce the services in the most efficient and effective manner. 

Your committee believes that payment determined on a prospectiw 
basis offers the promise of encouraging institutional policymakers and 
managers, through positive financial incentives, as well as the risk 
of possible loss inherent in that method, to plan, innovate and gen
erally to manage effectively in order to achieve greater financial rewur~ 
for the provider as well as a lower total cost to the programs involnJ 
Prospective reimbursement differs from the present method of rcim· 
bursement in that a rate of payment is set in advance of the peri0l 
over which the rate is to apply. The theory is that once the rate is sctt 
provider will institute cost saving measures which will maximize tl1• 
difference between it~ actual costs and the higher prospective rnlt' 
This difference could be expressed as the aprofit." Of course, if th 
provider's costs turned out to be higher tlian the prospective nllt 
there would be a loss. Theoretically, this approach to reimbursenu·n 
introduces incentives not present under the existing reimbursemN 
method which, since it tends to pay whatever the costs turn out to~>
provides no incentives for effiCiency. 
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However, your committee is well aware that in considering sur_h 
fundamental change in the present reimbursement method, pos.~th 
disadvant_11.ge~ a~ w:ell as the potential advantages mu~t be taken 1~: 
account. While It IS clear for example, that prospective rate scttH 
will provide incentives for health erxe institutions to keep costs "' 
level no higher than the rates set, it is not clear that the rates set won 
result in government reimbursement at levels lower than, or cnn 
!ow as, that which w_ould result under the present retroactive cost fif 
mg approach. Providers could ·be expected to press for a rate t 1 
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would cover all the costs, including research costs and bad debts, as 
wdl as margins of safety in the prospective rates that might result in 
r...imbursement--if their requests were met-in excess of the costs that 
would have been reimbursed under the present approach. Moreover 
unY excess of reimbursement over costs to voluntary providers would 
probably be used to expand services, and the new level of expenditures 
111iuht be reflected in setting higher prospective rates for future years. 

Also to be considered is the fact that under prospective reimburse
ment it will be necessary to take steps to assure that providers do not 
cut back on services necessary to quality care in order to keep actual 
costs down and thus increase the difference b~tween costs and the pro
:;pective rate established. The development of adequate and widely
aureed-upon measures of quality of care will clearly be needed to 
~~ovide that assurance and should be immediately developed by the 
Department. 

In view of the far-ranging implications of such a change in the 
approach to reimbursement, your committee's bill provides for a 
period of experimentation under titles XVIII, XIX and V with various 
alternative methods and techniques of prospective reimbursement. 
It is the intent of your committee that experimentation be conducted 
with a view to developing and evaluating methods and techniques that 
will stimulate providers through positive financial incentives to use 
their facilities and personnel more efficiently, thereby reducing their 
own as well as program costs while maintaining or enhancing the 
quality of the health care provided .. 

The experiments and demonstration projects directed to be carried 
out under this provision are to bo of sufficient scope and on a wide 
enough scale to give assurance that the results would obtain generally 
(but not so large or comprehensive as to commit the programs to 
any ~rospective payment system either locally or nfl.twnally). No 
experrment or demonstration project is to be undertaken by the 
Secretary until he consults with and takes into consideration the advice 
and recommendations of recognized specialists in the health care field 
who are qualified and competent to evaluate the feasibility of any 
given experiment or demonstration project. . 

Under your committee's bill, the Secretary would be required to 
·submit to the Congress no later than July 1, 1973, a full report of the 
results of the experiments and demonstration projects, .. tl-8 well as an 
evaluation of the experience of other programs with,r;spect to pro
spective reimbursement. The report IS to include aetailed recom
mendations with respect to the specific methods that might be used 
in t.he full implementation of a prospective reimbursement system. 

Although recognizing the promise and potential offered by prospec
tive reimbursement your committee does not wish to_preclude experi
mentation with other forms of reimbursement. your committee 
believ~s that a solid foundation of experience is required with all pos
sible alternative forms of reimbursement before permanent changes 
ca.n be made. The bill therefore includes authorization for the Sec
retar;r of Health, Education, and Welfare to engage in experiments 
and demonstration projects involving negotiated rates, the use of 
rates established by a State for r..dministration of one or more of its 
laws for payment or reimbursement to health facilities located in 
such State, and alternative methods of reimbursement with respect to 
the services of residents, interns, and supervisory physicmns in teach-
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ing settings. Authority is also provided to make payments, on an 
experimental or demonstration project basis, to organizations and 
institutions which have the capability of providing comprehensh·e 
health care, mental health care, and ambulator~ heahh care, for sen·
ices which are not currently cover<.d under t1tles V, XVIII, XIX, 
and which are incidf'ntal to ::;ervic~s covered under the programs, if 
the inclusion of the additional services would, in the judgment of thl' 
Secretary, offer soma prospect of resulting in more economical pro
vision and more effective utilization of services for which payment 
may be made under such programs. ' 

The bill would authorize experimentation with the use of areawide 
or communitywide peer review, utilization review, and medic~l 
revie\'v' mechanisms to determine whether they would help to assure 
that health services provided to beneficiaries conform to appropriate 
professional standards and that payment will be made only for medi
cally necessary services that in each case are rendered in the most 
economical setting t.hat is consistent 'vith professionally recognized 
standards. Authority is also provided to experiment with the use of 
fixed price or performance incentive contracts to determit e whether 
they would have the effect of indudng more effective, efficient, and 
economical performl:l,nce by medicare intermediaries and catTiers. 

It is intended that benefit costs and administrative costs incurred 
under this section would be faid out of the Federal Hospital Insurance 
Trust Fund and the Federa Supplementary Medical Insurance Trust 
Fund in reasonable proportion to the participation of medica:re in the 
project. Medicaid and private funds would also be used proportion
ately when medicaid and private programs participate in the project. 
These provisions wiil be effective upon enactment of the bi'!l. 

Your committee is concerned about the difficulties some beneficiaries 
who need extended ca.re and their physicians face as a result of. the 
present title XVIII provision under which payment may be made for 
services funished· in an extended care facility only if the beneficiary· 
was transferred from a hospital after a stay of at le!U>t three days. 
Therefore, in addition to the other experiments the Secretary will be 
undertaking, your committee expects him to conduct studies and 
engage in experiments to determine the effects of eliminatin~ the 
three-day prior hospitalization requirement, which he has authonty to 
waive for the purpose of such experimentation, and report to your 
committee his findings together with any recommendaticns he may 
have for changes in this provision of existing law. · 

(c) •••.noru on coverage oj costs -under medicare.-Your com
mittee is mindful of the fact tli.at costs can and do vary from one 
institution to another as a result of differences in size, in the nature 
. and scope of services provided, the type of patient treated, the location 
of the institution and various other factors affecting the efficient de
livery of needed health services. Your committee is also aware, how
ever, that costs can vary from one institution to another a~ a result of 
variations in efficienc_Jr of operation, or the provision of amenities in 
plush surroundin~s. Your committee believes that it .is undesirable 
from the standpomt of those who support Government mechanisms 
for financing health care to reimburse health care institutions for 
costs that flow from marked inefficiency in operation or co1;1ditions of 
excessive service. 
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To the extent that differences in provider costs can be expected to 
n-sult from such factors as the size of the institution, patient mix, 
.._·ope of services offered or other economic factors, wide, but not un
iinuted recognition should be given to the variations in costs accepted 
as reasonable. However, data frequently reveals wide variations hi 
l·osts among i:p.stitutions that can only be attributable to those ele
ments of cost that would ordinarily not be expected to vary sub
,;tt•ntially from one institution to another. 

Where the high costs do in fact flow from the provision of services 
in excess of or more expensive than generally considered necessary to 
the efficient provision of appropriate patient care, patients may never
theless desire such services. It is not the committee's view that if pa
tients desire unusually expensive service they should be denied the 
service. However, it is unreasonable for medicare or medicaid (which 
are financed by almost all people in the country rather than the pa
tient or community that warits the expensive services) to pay for it. 

Similarly when the high costs flow from inefficiency in th~ delivery 
of needed health care services the institution should not be shielded 
from the· economic consequences of its inefficiency. Health care institu
tions, like other entities in our economy should be encouraged to per
form efficiently and· when they fail to do so should expect to suffer 
the financial consequences. Unfortunately a reimbursement mech
anism that responds to whatever costs a particular institution incurs 
presents obstacles to the llchievement of these objectives. It is believed 
thllt they can only be accomplished by reimbursement mechanisms 
that limit reimbursement to the costs that would be incurred by a 
reasonably prudent and cost-conscious management. 

Present law provides authority to disallow incurred costs that are 
not reasonable. However, there arc a number of problems that inhibit 
effective exercise of this authority. The disallowance of costs that are 
substantially out of line with those of comparable providers after such 
costs have been incurred creates financial uncertainty for the pro}jder, 
since, as the system now operates, the provider has no way of }¢(hving 
until sometime after it incurs expenses whether or not they ,vltl '">e in 
line with expenses incurred by comparable providers in the same pe
riod. Furthennore, present law generally limits exercise of the author
ity to disallow costs to instances that can be specifically proved on a 
case-by-case basis. Clear demonstration of the specific reaso!l th,at a 
.:ost is high is generally very difficult. And, since a. provider cannot 
charge a beneficiary more than the program's deductible and coinsur
ance amounts for covered services, exercise of either type of authority 
can leave the provider without reimbursement for some costs of items 
or services it lias already incurred for patients treated some time ago. 
Under these circumstances the provider would have to obtain funds 
from some other source to make up for its deficit. 

1 he proposed new authority .to set limits on costs recognized for 
certain classes of providers in variou:. service areas differs from 
existing authority in sever~l ways and meets these problems. Fh-st, it 
W011ld be exercised on a ·pr(}spective, rather than retrospective, ba~is so 
that, the provider would know in advance the limits to Government 
rt>c(•gnition of incurred costs and have the opportunity to act to avoid 
haling costs that are not :eimbursable. Second, the evaluation of the 
costs necessary in delivering covered serviC'es to beneficiaries would be 
exur~ised on a class and a presumptive basis-relatively high costs 
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that; cannot be justified by the provider as reasonable for the results 
obtained would not be ·eimbursable-so that implementation of 
the proposed authority would appear more feasible than present 
authority. Third, since the limits .vould be defined in advance, pro. 
visbn would be made for fl. provider to charge the beneficiary for the 
costs of items or services·in excess of or more expensive than those that 
are determined to be necessary in the efficient delivery of ne~ded 
health services. Public notice would be provided where such chftrges 
are imposed by the institution and the beneficiary would be specifically 
advised of the nature and amount of such charges prior to admission so 
that there is opportunity for the public, doctors, and their medic11.re 
p~tients to know what additional payment would have to be made. 
Your committee expects that the provision will not be applicahl<' 
where there is only one hospital in a community-that is, where, ii 
the provision were applied, additional charges could be imposed on 
beneficiaries who have no real opportunity to use a less expensive. 
non-luxury institution, and where the provision would be diBicult 
to npply because comparative cost data fm .the area are lacking. 

Your committee recognizes that the initial ceilings imposed will of 
necessity be imprecise in defining the actual cost of efficiently deliver
ing needed health care. And your committee recognizes that these pro
visions will apply to a relatively quite small number.of institutions. The 
data that are available for this purpose will often be less than perfectly 
reliable-for example, it may be necessary to use unaudited cost report.> 
or survey or sampling techniques in estimating the costs necessary to 
the efficient delivery of care. Under medicare's administrative system. 
however, cost reports prepared by the providers are now being sub. 
mitted more promptly after the close of the accounting period and 
should be available for an~~,Iysis in the next year and for the estab
lishment of limits in the second following year. Also, the precision of 
the limits determined from these data will vary with the .degree t<• 
which excessive costs can be distinguished from the provisio.n of highN 
quality or intensity of care. · . 

For costs that would not generally be expected to vary with essentiai 
quality ingredients and intensity of medical care-for example, tht 
costs of the "hotel" services (food and room costs) provided by ho~· 
pitals-the Secretary might set limits sufficiently above the avern::t 
costs per patient day previously- experienced by a class of hospits!· 
to make allowance for differing circumstances and short-term ecououu 
fluctuations. Hotel services may be easiest to establish limits for and lw 
among the first for which work can be completed. Attention might. I), 
given as well to laundry costs, medical record costs, and administrnuo: 
costs within the reasonably near future. 

Setting limits on overall costs per patient day and specific costs tba 
vary with the quality- and intensity of care would be more diffic:~~: 
but the Secretary mtght be able to set reasonable limits sufficient 
above average costs per patient day previously experienced by act~· 
of institutions so that only cases with extraordinary expenses wou. 
be subject to any limits. In addition, special limits could be csta 
lished on cost elements found subject to abuse. For example, t1 
Secretary might establish limits on the level of standby cos~ tlJ• 
would be recognized as reasonable under the program to prevent Gt•' 
ernment programs from picking up the cost of excessive amount~ 
idle capacity-particularly relatively high personnel costs in rcluU 
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" patient loads where. occupancy rates are low-in reimbursing for 
, . n·ices to covered patwn ts. 
'·f'roYiders would, of course, have the right to obtain reconsideration 
r their classification for purposes of cost limits applied to them and to 

'.i.tuin relief from the effect of the cost limits on the basis of evidence 
;,( the need for such an exception. 

Providers will be permitted to collect costs in excess of the medicare 
,·,·ilin<Ys from the beneficiary (except in the case of admission by a 
·,h\':;i~ian 'vho has a direct or indirect financial interest in a facility) 
:.!;ere these costs flow from items or services in excess of or more 
.·x•Jensive than those necessary for the effective delivery of needed 
ot';\·ices, provided all patients are so charged and the beneficiary is 
iniurmed of his liability in advance. Information on additional charges 
:~.-,-cssed would also be made available generally in the community. 
1 our committee is also requesting that the Secretary submit annually 
to it a report identifying the providers that make such additional 
charges to beneficiaries and furnishing information on the amounts 
being charged by such providers. . 

Tb.e determination of the cost of the excess items or services for 
which the beneficiary may be charged will be made on the basis of 
costs previously experienced by the provider. For example, if costs for 
food services experienced in 1969 among a group of hospitals in an 
urea ranged from $4 to $9 a day with a median cost of $5 a day and 
the limit for food services set by the Secretary for 1971 was $7.20 a 
day, the hospital previously experiencing costs of $9 a day could 
charge patients $1.80 a day for food services. However, should total 
reimbursement for covered services from the program plus charges 
billed for such services exceed actual co:>ts in any year, the excess 
wiiJ be deducted from payments to the provider. Thus, the pro,·ider 
wc:lld not profit from charges to beneficiaries based on excess ·~osts 
in the prior year. 

In addition it should b.e noted that the fact that a provider's costs 
dre below the ceilings established under this provision will not exempt 
it from application of the ceiling of customary charges where such 
c,harges are less than cost under another provision in the committee 
bill 

The provision would bP effective with respect to accounting puiods 
bE.~inning after June 30, 1972. 

(d:) Limits on prevailing charge levels.--Under present administra
ti· 'e polices under medicare, the prevailing limit on the reaso·.1able 
charge for a service is intended, over the long run, to be set at a 
bvel no higher than is necessary to. E>mbrace the 75th percentile 
of customary charges for that service in the physicians' locality. To 
illustrate, if customary charges for an s:tppendectomy in a locality 
were at five levels, 'vith 10 percent of the services rendered by physi
dans whose customary charge was ~150, 40 percent rendered by 
physicians who charge $200, 40 percent :rendered by physicians who 
charge $250 and 5 percent rendered by physicians who charge $300 
and with the remaining 5 percent rendered by physicians charging 
iu excess of $300, the prevailing limit would be $250, since this is the 
i.evel that would cover at least 75 perc:Jnt of the cases. 

Customary charges foY services. that are within the prevaW ng fee 
limit are generally reco;p1izeci in full. (ln a relatively small number of 
situations additional rules are used to judge the reasonableness oi 
charges.) 
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Your committee believes that it is necessary to move in the direction 
of an approach to reasonable charg~.reimbursement that ties recogni
tion- of fee increases to appropriate economic indexes so that the pro
gram will not merely recognize whatever increases in charges are estab
lished in a locality but would limit recognition of charge increases to 
rates that economic data indicate would be fair to all concern~d. 

Under your committee's bill, the prevailing char~es recognized for 
a locality could be increased in fiscal year 1973 and m later years onlv 
to the extent justified by indexes reflecting changes in the operating ex
penses of physicians and in earnings levels. What the bill provides is rs 
limit on the increases that would be recognized on the basis of the other 
reasonable charge criteria. Increases in the customary charges d in
dividual physicians and in the charges prevailing among physicia 1s in 
a locality would continue to be recognized only on the basis of adequntf' 
evidence that such increases had been in effect for a period of tim~. 
The new ceiling on recognition of increases in prevailing charge limit• 
that is provided would come into play only when the adjustmenh 
necessary to meet increases in the actual charges prevailing in a 
locality exceeded, in the aggregate, the level of increase justified br 
other changes in the economy. · 

The Secretary would establish the statistical methods that would 
be used to make the calculations to establish the limit on the increaS<'
allowed by this provision. 

The base for the proposed economic indPxes would be calendar ~-~r 
1970. The increase m the indexes that occurs in a succeeding calcnd:.r 
year would constitute the maximum allowable aggregate increase ir 
prevailing charges that would be recognized in the fiscal year beginniu 
after the end of that calendar year. · 
. Initially, the Secretary would be expected to base the propos1· 
economic indexes on presently available information on changes i:: 
expenses of practice and general earnings levels combined in a man· 
ner consistent with available data on the ratio of the expenses of prn<· 
tice to income from practice occurz:ing among s~lf-~mployed physici:m· 
as a group. If, for example, available data mdtcated that fo1 sdf· 
employed physicians as a group, expenses of practice absorbed appru:\1· 
mately 40 percent of gross receipts of practice (the proportion indic11t"· 
by.data compiled by IRS from tax returns), the Secretary could J<.'te! 
mine that the maximum aggregate increase in prevailing ch11r~ 
levels that could be recognized would be 40 percent of the incrr11· 
in expenses of practice indicated by IRS data plus 60 percent ' ! tl 
increase in earnings levels indicated by social security data. Thus. 
during calendar year 1971 the area increase in expenses of prat"ll 
was 3 percent and the area increase in earnings was 5 percent, r; 
allowable aggregate increase in prevailing charges recognized b~· I 
carrier in each locality during fiscal year 1973 would be 4.2. percent: 

(.40X .03) + {.60X .OS)= .042 

The carrier would apply the prevailing charge criteria now in 1 

law to data on charges m calendar year 1971 to determine the incrt'A' 
in prevailing charges that it would be appropriate to recognize dur. 
fiscal year 1973. If the aggregate increase in prevailing chnrgt-:o 
determined was less than 4.2 percent, the adjustments would lx• I" 
mitted and the portion of the allowable aggregate increase not u .. oot 
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in that fiscal year could be carried forward and used in future fiscal 
rears. However, if the ag-~regate increase in prevailing charges found 
otherwise appropriate exceeded 4.2 percent, such increases woald be 
reduced to the extent necessary to bring the aggregate of all increases 
within the 4.2 ceiling-that is, if thr new prevailing charge limits 
that were indicated for fiscal year 1973 by the 75th percentile of cal
endar year 1971 charges weigh ted in proportion to the representation of 
the related services in aggregate services in calendar year 1971 ex
eroded, in total, the prevailing charge limits indicated for fiscal year 
1972 by the 75th percentile of calendar 1970 charges weighted in 
proportion to the representation of the related services in aggregate 
services in calendar year 1970 by 8.4 percent, then each of the pre
vailing charge increases indicated for fiscal year 1973 by the 75th 
percentile of calendar year 1971 charges would be reduced by one-half 
so that the aggregate increase allowed would be within the 4.2 ceilin"'. 

It is, of course, contemplated under the bill that the Secretary woufd 
use, both initially and over the long run, the most refined indexes that 
c.an be developed. However, your committee believes that the viability 
of the proposal does not depend on a great deal of further refinement. 
The objectives of the proposal could be attained ,\·ith equity through 
the use of an approach such as that described above. 'l'his is so because 
the indexes arc not to be applied on a procedure- by-procedure basis 
that would raise serious questions of equity in absence of refinements to 
take account of variations in the mix of factors of production among 
\'arious types of medical services and to take account of changes in 
productivity with respect to various serYices. Rather, the inrexes will 
operate as overall ceilings on prevailing fee level increases neognized 
in a carrier area under which adjustments permitted by the present 
customary and prevailing charge criteria could be made to take account 
of the shifting patterns and levels and actual charges in each locality. 
Thus, whether the new limit on prevailing charges \Yill actually affect 
the determination of reasonable charges depends on the degree to 
which physicians' fees rise in the futm'e. If the rise in fees in the ag
gregate was no more than the rise in operating expenses of physicians 
and in earnings, the rise in fees would be allowed in full. .·: 

Your committee believes it desir:.ble to embody in the statute _the 
limitations on medical chu.rges recognized as prevailing no\Y set forth 
in medicare regulations under which no charge may be determined to 
be reasonable if ·it exceeds the prevailing charge recognized by the 
carrier and found acceptable to the Secretary for similar services in the 
same locality on December 31, 1!)'70, or the prevailing charge level 
that, on the basis of statistical data aad methodology accep~able to the 
Secretary, would cover 75 percent of the customary chargt:; made for 
similar services in the same locality during the last precedi11g calendar 
year elapsing prior to the start of tl'e fiscal year. . 

While tying the allowability of future increases in prevailing charges 
to general economic indicators is an appropriate method for reasonable 
charge determinations with respect 1Ar the services of physicians, your 
committee believe3 it would be inappropriate for reason1ble charge 
ueterminn.tions '"ith respec~> to medical supplies, equipmer.t, and serv
ices that do not generally vary in quality from one supplier to anotl:1er. 

This is so because no program p1.rpose would be served by allowing 
charges in excess of the lowest levels at which supplies, eqc1ipment, or 
services can be readily obtained iu a locality. For this reason, the com-
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mittee bill permits deviati0n from generally applicable reasonal;. 
charge criteria where it is determined that medieal supplies, equi·. 
ment, and services do not generally vary in quality from one supnli:. 
to another. 

Your committee recognizes that it will not be possible fer the Seer.. 
tary to immediately establish special charge or cost limits for enr-: 
item or service not materially affected in quality by the supplier wl.' 
actually furnishes it to the patient. However, the committee beliey, .. 
that it is important to make explicit the Secretary's authority and i· 
is expected that he will assert such authority to impose rules for deter: 
mining reasonable charges when, after due consideration, he Jetermin(-, 
that a particular item or service does not vary in quality from on• 
supplier to another and devises special rules for reasonable charg. 
determinations thfl t he considers equitable and administratively fea~i
ble. Until the Secr~tary designates an 'item or service as hllin~ withir. 
the scope of this provision and establishes rules for determimng rea
sonable charges for that item, the presently applicable ruLs, includinc 
any special rules imposed by the ~arrier, would generallJ remain if. 
effect. 

The effect of the new limits established under this provision would 
be extended to the medicaid and child health programs by providine 
that payments under these programs in fiscal year 1972 and thereafter 
may not be made with respect to any amount paid for items and sen·
ices that exceeds these new limits. This would be consistent with thf 
situation in the present medicaid program. 

The medicaid pn,visions of the Social Security Amendmtnts of 1965 
contained nothing which attempted to limit the chaiges by physiciam 
that States could pay under thmr m0Jicaid programs. States could and 
usually did set soml' type of limits of their own, typically less than
usual or customary charges. The Social Security Amendments of 196i 
added a new medicaid provision which required that a State plan 
must provide assurances that "payments (including payment for any 
drugs under the plan) are not in excess of reasonable charges consistent 
with efficiency, economy, and quality- of care." On June 30, 1969, HEW 
issued an interim Iegulation which limited fees paid to physicians, den
tists, and other individual providers of medical services under medic
aid. The HEW regulation stipulated that payments to providers \'7 ould 
be limited to those received in January 1969, unless payments were 
below the 75th percentile of customary charges. States whose payment 
structures provided fees above the 75th percentile of customary charges 
were required to adjust their p;:yments so that they did not exceed rea· 
sonable charges as determined under medicare. The regul::.tion also 
stipulates that after July -1, 1970, States may request per::.:ission to 
increase fees paid to individual practitioners only if two conditions 
are met: 

(1) The average percentage increase requested above the 75th 
percentile of customary charges on January 1, Hl69, may not exceed 
the percentage increase in the all-services component of the Consumer 
Price Index (adjusted to exclude the medical component) or an 
_alternative designed by the Secretary; and 
. · (2) Evidence is clear that providers and the States have coopera
tively established effective utilizatiOn review and quality control 
systems. 
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The proposed amendment is substantially along the lines of the 
present regulation. 

(.v- bimit8 on pf1:'jfment for skilled 'll.'Ursing lwtne and intermediate care 
[adlity 861Vicu.-Your committee is concerned that co~ts for skilled 
nursing homes and intermediate care facil.ities have been escalating 
alt a rate w'hich is undesirable from the standpoint of Federal, State 
and local governments and the private sector. Your ·committee 
therefore recommends that limits be placed on Federal financial 
participation for costs of such facilities 'vith a view toward exerting 
pressure on both the public and private sectors to limit further 
cost increases. The bill would provide that for any calendar quarter 
beginning after December 31, 1971, the average per diem cost for 
skilled nursing homes and intermediate care facilities. countable for 
Federal financial participation be limited to 105 percent of such cost 
Cor the same quarter of the preceding year. However, in computing 
the per diem costs any amounts ascribable to increases in the Federal 
mimmum wage, or other Federal law enacted after the enactment of 
the bill, would be disregarded. · 

(j) Payment..<~ to health maintenance orqanizations.-Under present 
law, organizations providing comprehensive health services on a per 
capita prepayment basis cannot be reimbursed by medicare through a 
single capitation payment encompassing all covered services provided 
to medicare enrollees. Instead, medicare reimbursement to. group 
practice prepayment jlans, whether it is made on a cost or charge 
basis, must be relate to the costs to the organization of providing 
specific services to beneficiaries, so that the financial incentives that 
such organizations have in their regular business to keep costs low and 
to control utilization of services do not carry over to th£ir relationship 
with medicare. 

Your committee believes that a serious problem in the present ap
proach to payment for services in the health field; either by private 
patients, private insurance, or the Government, is that, in effect, pay
ment is made to the provider for each individual service performed, 
so that other things being equal. there is an economic ince~tive on the 
part of those who make the der.isions on what services· are needed to 
pl'Ovide more S('.rvices, services that may not be essential, and even 
unnecessary services. A second major problem is that, ordinarily, the 
individual must largely find bis own way among various types and 
levels of services with only partial help from a single hospital, a nurs
ing home, a home health agency, various specialists, and so on. No one 
takes responsibility, in a large proportion of the cases, for determining 
the appropriate level of care in total and for seeing that such care, bm 
no more, 1s supplied. The pattern of operation of he1:1.lth maintenance 
organizations that provide services on a per capita prepayment basis . 
lends itself to a solution of both these proolems with respect to the care 
or individuals enrolled with them. Because the organization receives a 
~xed annual payment from enrollees re~ardless of the volume of serv
Ices rendered, there ilS .a financhl incentive to control costs and to pro
vide only the least expensive serVice that is appropriate and adequate 
for the enrolke's needs. Moreover, such organizations take responsi
bility for deciding which services the patient should receiv~J a.td then 
seeing that those are the servi( es he gets. 

Your committee believes it rould be desirable for medicare to relate 
itself to health maintenance organizations in a way that conforms more 
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nearly to their usual way of doing business. The objective is to provid~ 
in the case of medicare beneficiaries, the same kind of financial incen: 
tives that health maintenance organizations have with respect to their . 
ot.her enrollees. · · 

Accordingly, your committee's bill provides for medicare payment 
to such an organization with respect to beneficiaries enrolled with it t{l 
be made on a prospective per capita basis, encompassing all medicare
covered services for wh~ch its enrollees are eligible to receive payment. 
(Group practice prepayment plans.could, of course, choose to continue 
to be reimbursed under the provisions of existing law if they wished.) 
The payment would be determined annually in accordance with 
regulations of the Secretary, at a rate equal to 95 percent of the estimat
ed amount(with appropriate adjustments--such as age and morbiditr 
differentialz>-to assure actuarial equivalence) that would be payable 
if such covered services were furniShed outside of the framework of 
a health maintenance organization. For beneficiaries who are covered 
by both the hospital and medical insurance plans, payments to health 
maintenance organizations would be made from both the hm pita) 
insurance and supplementary medical insurance trust funds, with 
tho portion from the supplementary mrdical insurance trust ~und 
being the product of ·the total monthly premium (beneficiary and 
Federal Government amounts combined) times the number of medi
care beneficiaries enrolled in the organization. The remainder of the 
payment would be made from the hospital insurance trust fund. 

The 95 percent payment rate for any health maintenance organizl
tion would be based upon the reimbursement amount per capita for 
services furnished by other than health maintenance organizations, 
adjusted for variations in ttnit benefit cost due to service areas, rea;;on
able availability of services, and underwriting rules. The service area 
concept encompasses the geographical locality where the health 
maintenance organization is providing the · service, and in which 
there is a reasonable cross section of different types of institutions 
and practitioners and utilization rates. Where there is an apnormal 
scarCity of services or excessive services fur persons not in the health 
maintenance organization in- a particular locality, but the needs 

. of health maintenance organization members are fully. met, the 
actuarial equivalent cost would be determined by established actuarial 

. methods which include the consideration of costs in comparable loca
tions where the covered services are reasonably available. The actuarial 
determinations should be performed by qualified actuaries experienced 
in health care program costing. This expertise also would be needed 
to appraise whether enrollment of poorer risks, such as institution
alized persons or persons of low income, were less than in proportion 
to the population in the service area and to determine the effects nn 
costs. Similarly, special limitations of the health maintenance or~aT}i
zation on access of memberJ to care, and limitations on the proVIsion 
of teaching and community services should also be ~aken into account 
in considering cost equivalence. · . 

To guard against potentially, excessive profits from t.he medicare 
payment, your committee has mcluded a provision to assure tha.t the 
rate of retention (~oss revenues less costs) for medicare enrollees 
would not be permitted to exceed the rate for other beneficiaries of 
the health maintenance organizathn. Since an acceptable rate of 
reten ·~ion cannot be prospectively assured, r.he provision calls for an 
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ttUUination by the Secretary of the actual rates of retention experi
nccd by the organization. The health maintenance organization would 

': required to submit to the Secretary, following each accounting 
.-riod, a public accounting report which identifies (by o.mount and 

"lh') the retention for all medicare beneficiaries, considered as a ~roup, 
i!!J the retention for all other enrollees of the organization, constdered 
s..• a group. Any report showing a positive rate of retention for medicare 
~nrollees which exceeds 90 percent of its rate for other enrollees would 
:. subject to full audit. Where an excessive rate of retention is verified, 

•m• organization would be required to utilize such excess for additional 
·nefits or reductions in premiums charged to medicare beneficiaries 

... r to refund the excess to the trust funds. 
For p_urposes.of th~ provision, an "e~cessive rat~ of retention" wol!ld 

.. nlinartly be any posttlve rate of retention for medicare enrollees wlnch 
xcecds the orgamzation's rate of retention for enrollees under age 65. 

However, if persons over age 65 comprise more than one-half of the 
· l•t•nlth maintenance organization's enrollment, an excessive rate of 

rdention would be any rate with respect to its medicare enrollees 
"·hich exceeds the rate of retention generally experienced by com
ptlrnble types of organizations for enrollees under age 65. This latter 
pro\-ision lS intended to assure that those organizations which are 
t.-mporari!J exempted from the requirement that one-half of the 
ntemhershtp be under age 65 are nevertheless subject to a retention 
limit which accurately reflects the retention experienced by prepay
ment organizations which operate primarily in a true market situation. 

Under this payment formula, the program is assured of saving for 
utleast 5 percent over average payments made on behali of medicare 
beneficiaries who are not enrolled in health maintenance organizations. 
~lore importantly, the payment mechanism rewa1ds the health main
tt·nance organization with earnings proportional to its efficiency rela
ti\·c to the traditional system and permits the especially efficient 
urgunization an opportunity to provide special incentives (in the form 
of additional benefits or premium re~uctions) for medicare beneficaries 
to enroll and thus to maximize its returns. 

The individuals with reapect to whom such payment would be made 
arc medicare benEficiaries who arc entitled to both hospital insurance 
and supplementary medical insurance or to medical insurance only and 
who are enrolled with a health maintenance organization. They would 
receive medicare-covered services only through the health maintenance 
urganization, except for those emergency services a.s are furnished by 
uther physicians and providers of services. The health maintenance 
organization would be responsible for paying the costs of such emer
!:ency services. If an enrolled individual received nonemergency care 
through some other means than the health maintenance organization, 
he would have to meet the entire expense of such care, except in the 
rase where a. determination has been made that the individual received 
care outside the health maintenance organization which should have 
been furnished bv the HMO. 

To qualify to ·receive payment in this-way, a health maintenance 
organization wo11ld have to he one which provides: (1) either directly 
or through arrangements with others, health services on· a prosr~cctive 
Per capita prepayment basis; (2) all the services and b·mefits of both 
t~c hospital and medical insurll.r ce parts of the program; (3) physi
Cian's services, either directly by physicians who are employees or 
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partners of the organization, or under an arrangement with an org. such as schedulin€ 
nized group of physicians under which the grollp is reimbursed f1. ranted delay in scl 
its services primarily on the basis of an aggregate fixed sum or on a P·: nation affainst poo 
cap_ita basis. Since physic~ans play the major roh'l in determining uti ... service auned at e 
zatwn of all covered services, such payment arra•1gement should co1. The Secretary is : 
tain an element of incentive for such physicians to assure that medica;, fiscal abuse of the 
patients are proviqed needed services in the most efficient and e<· .. c>-eeption to) any 
n()miral manner. (The group of physicians which has the arrangeme1.· ro-.ty have with ! 
with the health maintenance organization could, in turn, pay it · appear to result · 
physician members on any other hasis, including fee-for-service.) state the value of 

A health maintenance organization must have at least half of it- If the health rr 
enrolled membership under age 65 or be expected to meet this requirt- c 1vered by the mE 
ment within a period not exceeding 3 years with evidence of P.ositir. c tar~e its enrollee 
and continuin~ efforts to achieve the required enrollment distnbutio1. J •~'OVIsions of the 
The organizatiOn must also hold an annual open enrollment ·peri(),_ oi the medicare 
durin~ which it accepts enrollees on a nondiscriminatory basis up t,. enrollees services 
the limits of its capacity. Additional requirements are· (l) thu: iriform enrollees< 
the organization furnish to the Secretary proof of its financial raspomi. tional services, aJ 
bility and its capacity to provide comprehensive health service,_ mt~-v not exceed t 
including institutional services, effectively and ecohomically; (2) th1r 

1 

medicare progra: 
the organization assure that the health services required by its enrollee·- l>eneficiaries enr 
are rece\ved promptly and appropriately and that they measure lll• fully from their 
to qualit~tandards. The various elements of a health maintenanct l·;han the deducti 
organiza.iion, such as the hosJ?ital, the extended care facility o~ ~linica! l ~ssure th!Lt they 
laboratory, would each contmue to have to meet the conditiOns o: mcluded m the l 
par.ticipation or other quality standards which apply to such organi-~ tions whi~h ~s ir 
zat10ns under present law. . Beneficiaries 

The Secretary would execute a.n individual contractual agreement! are dissatisfied' 
with each qualified organization desiring to function as a healtl11 would have the 
maintenance organization. Such contracts would be automaticallr l1ealth mainten 
renewed annually in the absence of reasonable advance notice by eithen to judicial revi 
party of intention to terminate at the end of the current term, except ceeding specifie 
that ·the Secretary could terminate the contr~ct at any time (afte·1 Beneficiaries 
reasonable notice and opportunity for hearing) if he finds · that th• tenance organh 
organization has failed substantially to carry out the contract, i j in accordance v 
carryinff it out in a manner inconsistent with efficient, effective, ant: ment would ta~ 
econonncal administration. or no longer meets all requirements tt• as is the case 
qualify for payment as a health maintenance organization. Such con- mentary medic 
tracts will include provisions giving phe Secretary appropriate acces; Your comm 
to organization records to evaluate the quality of xts performanct· maintenance o 
with respect to provision of services as well as to determine compliance· continue meml 
with fi_scal requirements. In negotiating the contra~ts, the Secretary to rec~ive C?V~ 
may disregard other laws and regulations which impose conditions or seem meqmta 
restraints on the contractual process, but only where such condition>. diately or inv• 
or restraints are _inconsistent with the purposes of the medicare; seryices, your 
program. . . mamtenance ~ 

Under this provision, your committee expects that the Secretary willl reimbursed fo 
issue. regula~ions establishing means for effective implementation of ani be~s prior ~ · 
ongomg reVIew program to assure that the health maintenance orga- payments m 
nization effectively fulfills beneficiary service needs by adhering to! similar to th 
specified minimum requirements for full~time qualified medical staff.! priate paymE 
keeping benefici8lies fully informed on the extent of coverage of · such enrollee 
servic~s received outside the organization, taking positive actions to The health 
assure that beneficiaries are not deprived of bep.efits through devices effec~ive wit} 
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~1ch as scheduling appointments at inconvenient times or unwar
•snted delay in scheduling of elective surgery, and avoiding discrimi
. :stion a~ainst poor health risks through selective enrollment or poor 
~n-ice rumed at encouraging disenrollment of high users of serVIces. 
The Secretary is also expected to take precautions against possible 
.:~cal abuse of the program by examining (and, where required, taking 
;xrcption to) any arrangement the health maintenance organization 
may have with pro.viders, including related organizations, which 
1ppear to result m an unwarranted increase in costs or to over
~:11te the value of any added covera~e or reduction of premiums. 

If the health maintenance orgaruzation provides only the services 
co\·ered by the medicare program to its enrollees, the fremiums it may 
rhlll'ge its enrollees cannot exceed the actuarial value o the cost-sharing 
provisions of the hospital and supplementary medical insurance parts 
of the medicare program. If, however, the organization provides its 
t'nrollees services m addition to those covered under medicare, it must 
inform enrollees of the portion of the premium applicable to such addi
tional services, and the portion applicable to medicare-covered services 
rnny not exceed the actuarial value of the cost-sharingjrovisions of the 

· medicare program These requirements are intende to assure that 
beneficiaries enrolled with health maintenance organizations benefit 
fully from their medicare coverage and are, in effect, char~ed no more 
than the deductible and coinsurance amounts. This provisiOn will also 
n:,:;ure that they are made aware of the exact cost of any coverage 
included in the benefits provided by the health maintenance orgru;riza
tions which is in addition to medicare coverage. 

Beneficiaries enrolled with a health maintenance organization who 
ure dissatisfied with decisions of the organizations on benefit coverage 
would have the right to a hearing before the Secretary, in which the 
health maintenance organization would be an interested party, and 
to judicial review With respect to disputes involving amounts ex-
ceeding specified limits. . . . 

Beneficiaries could terminate their enrollment with a health main
tenance organization and revert to regular coverage und~.!r the program 
in accordance with regulations. It is expected that, generally, diSenroll
rnent would take effect the same time after the disenrollment request 
as is the c8.8e now with respect to disenrollment under the suppl~-
mentary medical insurance program. · 

Your committee also notes that some potentially qualified health 
maintenance organizations currently have-enrollees who may desire to 
continue membership in the organization but who de not wish to agree 
to receive covered services only from that organization. Since it would 
:;cern inequitable to require such individuals to either disenro11 imme
l.liately or involuntarily accept a limitation on their access to covered 
services~ your committee has added a provision under which a health 
maintenance organization could continue through December 197 4 to bf 
reimbursed for covered care proVided to beneficiaries who were mex;:l.· 
bers prior ~o January 1972 b'..lt who do no~ elect the option. frogra~n 
payments m such cases would be determmed on a. per capita basis 
similar to that used for enrc llees who elect the option, with appro
priate payment reductions for out-of-plan use of covered services by 
such enrollees. 

The health maintenance organization provisions in the bill would be 
effec~ive with respect to serv;.ces furnished on or after January 1, 1972. 
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(g). PayrT!e1~t under medicare.for services of physicians rendered at 0 
teachtng hosptal.-When. medicare was enn.cted, the general expect8• 

tion was that physicians' services to patients (but not intern 0• 

resident services) would generally be paid ior on ·a fee-for-senir:. 
basis. However, the issue of how medicare should reimburse for th<· 
services of a physician when he supervised interns and residents in 
the care of patients was not specific8lly detailed. Nevertheless, it wa;. 
clear that charges paid for a physician's services under medican· 
should be reasonable in terms of both the patient care services that~ 
particular physician provided as well as the charges made for similar 
services. t_o. other patients-that is, i.f ~ physici!l-n merely took legal 
responsibility for care, no fee for serVIce was mtended to be paid. 
Or, if the physician performed the services differently than is usuaUt 
done when a patient. engages his owx: private p~ysician, the differenc~ 
were to be reflecteq m the charge paid by medicare. 

Under present la\\' , hospitals are rermbursed under the hospital 
insurance part {part A) of the medicare program for the costs th~r 
incur in compensating physicians for teaching and supervisor\· 
activities and in paying the salaries of residents and interns uncle:: 
approved teaching programs. In addition, reasonable charges are pai<l I 
und~r the med~cal insurance program (part B) for teaching physicians· 
serVIces to patients. 

· There is a wide variety of teachin~ arrangements. At one extremt· 
there is the large teaching hospital with an almost exclusively charih 
clientele in which the treatment of medicare beneficiaries may, in faci. 
though not in law, be turned ov-er to the house staff; in such hospital, 
many teaching physicians have had the roles exclusively of teacher. 
and supervisors and have not <1cted as any one patient's physician 
Since in these · cases the services of the teaching physicians are pri· 
marily for the benefit of the hospital teaching program and hospital 
administration rather than being focused on the relationship betwer1: 
doctor and patient, the services of these physicians should be rein!· 
bursed as a hospital cost rather than on a fee-for-service basis undrr 
the supplementary medical insurance program. 

At the other extreme, there is the community hospital with a rcsi· 
dency program which relies in large part for teaching purposes on 
·the private patients of teaching physicians whose primary activitir· 
are m private practice. The private patients contract for the service,
of the physician whom they expect to pay and on whom they rely 11 

provide all needed services. The resident or intern normally acts a• 
a subordinate to the attending physician, and the attending physici!\n 
personally renders the major identifiable portion of the care and di· 
rects in detail the totality of the care. Moreover, there are teachin~ 
hospitals in which a teaching physician may be responsible both (N 
private patients whom he has admitted and for patients who ha\·, 
presented themselves to the hospital for treatment at no cost and wh• 
have been assigned by the hospital to his care. · 

It has proved to be difficult to achieve effective and uniform applic11· 
tion of present policies to the large number of widely val)jng teachin~ 
settings. In some cases, charges have been billed and pa1d for servicr.,. 
ren.dered in teaching hospitals which clearly did not involv~ any de~rt'l' 
of teaching physician participation. In some cases charges were bilkd 
for the services that residents and interns rendered in every case wht>l" 
a supervising physician had overall responsibility for their action~ . 
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c\'en though he may not actually have become involved in the patient's 
cnre. In other cases, charges for covered services were billed in amounts 
that were out of all proportion to the covered service or the charges 
billed to other patients. . 

Your committee does not question the appropriateness of fee-for
;ervice payment for physicians' services in the typical community 
hospital and other teaching settings where patiP-nts are expected to 
pay fees for these services. For example, payment for the services a 
t•ommunity physician provides to his pnvate patient is clearly in 
~ccord with the usual practices of other health insurance programs 
tUld patients who pay their bills out of pocket. 

On the other hand, in the case of all the ward or other accommoda
tions in many large hospitals and the service wards of other teaching 
institutions where patients are not expected to pay any fees for physi
cians' services or only reduced fees are normally paid, the payment of 
full charges represents an expense to the program that is not necf-3Sary 
-to give medicare patients access to the·· care they receive. Also, the 
payments tend to support the maintenance of two classes of patients 
m some cases. _ 

Therefore, your committee's bill would provide that reimbursement 
for services of teaching physicians to a nonprivate medicare J?atient 
should be included under part A, on an actual cost or "equn alent 
cost" basis. A mechanism for computing payment for services of super
visory physicians on the unpaid voluntary medical staff of a hospital 
would be developed on a reasonable· "salary equivalency" basis of the 
twerage salary (exclusive of fringe benefits) for all full-time physicians 
(other than house staff) at the hospital or, where the number of full
time salaried physicians is minimal, at like institutions in the area. 
Your committee expects that any determirtation with respect to 
whether the size of a particular hospital's salaried staff is sufficient 
to provide the proper basis for reimbursement of donated Mrvices 
would take into account the ratio of salaried to voluntary nonpaid 
staff members as well as the absolute number of salaried staff. The 
average salary equivalent, which would be distilled into a single 
hourly rate covenng all physicians regardless of specialty, would be 
applied to the actual time contributed by the teaching physician in 
direct patient care or supervisory voluntary service on a regularly 
scheduled basis to nonprivate patients. Such services would be billed 
for by the organized medical staff of the hospital and reimbursed to a 
fund designated by the organized medical staff. · 

Medicare would pick up its proportionate share of such costs on a 
basis comparable to the method by which reimbursement is pr115ently 
made for the services of interns and residents. The salary-equivalent 
allowance would provide reasonable and ..not excessive payments for 
such services. The payment represents compensation for contributed 
medical staff time which would otherwise have to be obtained through 
('mployed staff on a reimbursable basis. Such funds would in general 
be made available on an appropriate legal basis to the organized medi
cal staff for their disposition for purposes such as payment of 8tipends 
l'nhancing the hospital's capacity to attract house staff or to upgrade 
or to add necessary faeilittes or services, the support of continuing 
('ducation programs in the hospital, and similar charitable or educa
tional purposes. Contributions to the hospital made by the staff from 
such funds would no.t ~e recognized as a reimbursable cost when 
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expended by the hospital nor would d·~preciation expense be allowed A ho: 
with respect to equipment or facilities donated to the hospital by the req 
the staff.· eleet to 

There are also teaching ph:ysicians whose compensation is paid by th~ ele< 
a medical school. With respect to reimbursement for their dtrect or reouc~ 
supervisory services for non private medicare patients, · pvyments advant 
should be 'made on t.he basis of actual or salary-cquivalelJt costs. the pre 
The funds so received may be assigned by such physicians to an could s 
appropriate fund designated by the medical school for use in com- furnish 
pensating teacher physicians, or for educational purposes. Where determ 
.States elect to compensate for services of teachbg or supervisory You 
physicians under medicaid, Federal matching should be limited to concer; 
reimbursement not in excess of that allowable under medicare. cians i 

Fee-for-service would continue to be payable for medicare bene- basis, J 

ficiaries who are bona fide "private patients." This would ordinarily Ani 
be a patient who W8.8 seen by the physician in his office prior to •ould 
hospital admission; for whom he arranged admission to the hospital, rcimbt 
whose principal physicians' service were provided by him, who was JJ&.tien 
visited and treated by him during his hospital stay; who would ·.ision: 
ordinarily turn to him for followup care after discharge from the :he pr 
hospital; and who is legally obligated to pay the charges billed, ;1reser 
including deductibles and coinsurance, and from whom collection of :ctivi" 
such charges is routinely and regularly sought by the physician. Of Y Ol 

course, appropriate safeguards should be established to preclude fee· "hosJ 
for-service payment on the basis of pro forma or token compliance :aedic 
with these private patient criteria. · .. ~rVI~ 

Your committee recognizes, however, that this concept of a private J ~rm1 
patient is not a complete definition primarily because it does not ,~st t 
take account of the customary arrangements for reimbursing con- ~ pr~ 
sultants and specialists who are not serving as the patient's attendinl! ~nsp1 
physician, bu~ who may P.rovide a s~rvice to the PS;tient fo! which 1' r~ 
a fee-for-serviCe payment 1s appropnate and for whiCh serv1ces the t.~eTu 
patient is legally obligated and which he expects to pay. For examplt>, h 
where a general practitioner refers his patient to a surgeon for neces· ···\u(~ 
sary operative work and where the sur{?:eon ordinarily charges un1l 
collects from all referred patients for h1s services. Furthermore, in uli 
some cases hospitals that normally do not bill for physician servic<"' :Jy 
have special centers,s uch as a center for severely burned people, wht>J'( us 
patients able to pay are regularly admitted and pay charges. It wouW l 
be intended that medicare follow the pattern of the private patient 
in such centers. 

The second exception to the cost-reimbursement coverage of tendt
ing physician serviCes is intended to permit the continuation .o£. (('(: 
for-service reimbursement for professional services provided to met!~ 
care patients in institutions which traditionally billed all patients (on•~ 
the majority of whom paid) on a fee or package charge basis for pn .. 
fessional services. This exception would apply if, for the years 19.66. 
1967, and each year thereafter for which part B charges are btul& 
clai~ed: all o! the institution's patients were regularly billed for .Jlll"' 
fess10nal serVIces; reasonable efforts were made to collect these bill':' 
charges and a majority of all patients actually paid _the charges. 1 

wl~ole or in s~bstantial part. The hospital wou14 hav~ to pro'·~~ 
evtdence that 1t meets these tests for fee-for-serVIce re1mbursentt 
before the payments could be made. 
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J 
Do wed A hospital eligible for fee-Cdr-service reimbursement on the basis of 

the requirement described in the above exception could, if it cho~:~e, 
rlect to be reimbursed on the cost basis provided for by the bill if 
the election would be advantageous to the program in that it might 
reduce billing difficulties and costs. Similarly, where it would be 
ath·antageous to the program and would not be expected to increase 
the program's liability, the cost reimbursement provisions of the bill 
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-roula serve as the basis for payment for teaching physicians' services 
furnished in the past where procedural difficulties have prevented a 

' ,fetermination of the amount of fee-for-service that is appropriate. · 
Your committee expects that in any borderline or questionable areas 

concerning whether reimbursement for the services of teaching physi
cians in a given "institution or setting should be on a costs or charges 
basis, reimbursement would be on the basis of costs. 

An important effect of these various coverage and co-pay provisions 
,rould be that, where the cost-reimbursement approach is aJ?plicable, 
rt'imbursement for the physician's teaching activities and h1s related 
lll\.tient care activities would always be I?rovided under the same pro
,·i,;ions of the law. This would greatly simplify the administration of 
the program by making it unnecessary to distin~uish, as required by 
present law, between a physician's teaching actiVIties and patient care 
a~tivities in submitting and paying bills. · . 

Your committee's bill also provides that the law be amended so that 
IL hospital could include the actual reasonable costs which an affiliated 
rnt dical school incurs in paying physicians to provide patient care 
services to . medicare patients in the hospital. The bill would also 
permit including in a hospital's reimbursable costs the reasonable 
cost to a medical school of providing services to the hospital which, 
if provided by the hospital, would have been covered as inpatient 
hospital services or outpatient hospital services. The hospital would 
bJ required to pay the reasonable cost of ·the services in question to 
the institution that bore the cost.. . 

The t).bove provisions would become effective with respect to ac
counting periods beginning on or after July 1, 1971. 

(h) Advance approval of extended care {Lnd hame health coverage under. 
r.le<licare.-Under present law, extended care benefits are payable 
• nly on behalf of patients who, following a hospital stay of at least 3 
~·onsecutive days, require skilled nursing care on a continuing basis for 
f\rrther treatment of the condition which requir~d hospitalization. The 
post hospital home hMlth benefit is payable on behalf of patients 
'~ho, following hospitalization or an extended care facility stsy, con
ht}Ue to require essentially the same type of nursing care on an inter
rmttent basis, or physical or speech therapy. However, extended care 
Cacilities and home health agencies oftnn care for patients who need 
lt'SS skilled and less medically oriented t ervices in addition to patients 
rt•quiring the level of Mre which is covere9. by the program. 

Under current law, p, determination of whether a patient requires the 
~~~,·el of care that is necessary to quali1y for _extended care fncility or 
home health benefits c·annot generally be made until some time aftei 
the services have been furnished. Yo tr committee is aware that in 
many cases such benefits are being dented retroactively, with the harsh 
re~ult that the patie~t is faced with a large bill he expected would be 
pntd or the facility or agency is faced with a patient·who mt>.y not be 
able to pay his bill. The uncertain~y about eligibility for thes3 benefits 
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that exists until after the care has been given tends to encourage phy. 
sicians to either delay discharge from the hospital; where coverage may 
less likely be ~uestioned; or to recommend a less desirable, though fi. 
nancially predictable, course of treatment. The aggregate effect' is to 
reduce the value of the post-hospital extended care and home health 
benefits as a continuation of hospital care in a less intensive--and 
less expensive-setting as soon as it is medically feasible for the patient 
to be moved. 
. Your committee believes that to the extent that valid criteria can 
he established posthospital extended care and home health benefits 
should he more positively identified by type of medical condition 
which ordinarily requires such care and that minimum coverage periods 
should be assured for such ~onditions. To achieve its purpose, your 
committee's hill @yhiD"lzes tn£:1S..e~ettl.-ry' tb e~tabtish~- o:Y medi~ 
~J?'ditiqni;_ a:nd-length of stii,J~Jit:n.um~ei·of'visits,· periods· fot_)Y-hic}U. 
Jlatient woUld be presumed· to-be~llgilili.Jor:l:!~nefiti:Tliese-periods of 
presumea coveri.ge-Woiild be 1imite<f to those conditions which program 
experieno~ indicates are most appropriate for the extended care or 
home health level of services follo'W-ing hospitalization, taking into 
account such factors as length of hospital stay, degree of incapacity, 
medical history and other health factors affecting the type of services 
to be provided. . 

Your committee recognizes that, in order to avoid the risk of presum
ing coverage (by general medical category) in substantial numbers of 
c.ases where extended care or home health care may not be required, 
presumed coverage periods must necessarily be limited in duration and 
will not, in many cases, encompass the entire period thu.t the patient 
will require covered care. NeverthelesS, these minimum presumed 
periods will provide a dual advantage over the present system of 
coverage determination by (1) encouraging prompt transfer through 
assurance that the admission or start of care will be reimbursed and 
(2) identifying in advance the point at which further assessment 
should be made, on an individual case basis, of continuing need for 
extended or home health care. Where request for coverage beyond the 
initial presumed period, accompanied by appropriate supportin~ 
evidence, is submitted for timely advance consideration, it is expected 
that a decision to terminate extended care or home health coverage 
would ordinarily be effected on a prospective basis. For those condi
tions for which specific presumed periods cannot be established, 
cun-ent procedure~ for determining coverage would continue to apply; 
however, fiscal intermediaries should be able to make coverage 
determinations on a more timely basis for such admissions. 

To prevent abuse of the advance approval procedure, intermediaries 
and facilities would be expected to monitor, through periodic review 
of a sample of paid stays, utilization review committee studies, and 
similar measures, the reliability of individual physicians in describing 
the patients' conditions or certifyin~ patients' needs for posthospital 
extended care and home health serviCes. The Secretary could suspend 
the applicability. of the advance approval procedure for patients 
certified by physicians who are found to be unreliable in this respect . 

This proVIsion would be effective January 1, 1972. 
· (i) Authority of · Secretary to terminate payments to suppliers of 

services.-Present law does not provide authority for the Secretary 
to withhold future payments for services furnished by an institutional 
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-.)\·idcr of services, a physician, or any other supplier who either 
;·11 ~es the program or endangers the health of beneficiaries, although 

•:nnent for past or current claims may be withheld on an individual 
· :-_j,; where the services arc not reasonable or necessary for treatment 
;·illness or injury or where the supplier fails to provide the necessary 

. :1nnent information. 
' Your committee bclieve3 it important to protect the medicb.re, 
.. 1,.dicaid, and maternal and child health programs and their bene
:i,·iarics from those suppliers of services who have made a practice of 
: irnishing inferior or harmful supplies or service3, engaging in fi'audu
:,.11t activities, or consistently overcharging for their services. Such 
;,n1tection is not no·w provided under the law. For example, if a 
:,h\"sician is found guilty of fraud in connection with the furnishing 
:.(services to a medicare beneficiary, there is no authority under 
prc:;ent law to bar payment on hi.:> subsequent claims so long as the 
;,h\",;ician remains legally authorized to practice. States can, and some 
Jo; bar from medicaid providers who abuse the program, but they 
arc not now required to do so. . . 

Under your committee's bill, the Secretary would be given authority 
to terminate or suspend payment:;-, under the medicare program for 
;crviccs rendered by any supplier of health and medical services found 
to be guilty of program abuses. The Secretary would make the names 
of such persons or organizations public so that beneficiaries would be 
informed about which suppliers cannot participate in the program. 
The situations for which termination of payment could be made 
include overcharging, furnishing excessive, inferior, or h&:Lmful serv
ices, or makinf()' a false statement to obtain payment. Also, there would 
be no Fodera financial participation in any expenditure under the 
medicaid and mat0mal and child health programs by the State with 
respect to services furnished by a supplier to whom the Secretary 
would not make medicare payments under this provision of the bill. 

Program review teams would be established in each State by the Sec
retary, following consultation with groups representing consumers of 
health services, State and local professional societies, and the appro
priate intermediaries and carriers utilized in the administration of 
title XVIII benefits. Both the professional and the nonprofessional 
members of the program review teams would be responsible for 
reviewing and reporting on statistical data on progr:afu utilization 
(which the Secretary would periodically provide). lt'F addition, the 
entire. program review team W(•Uld review cases involving over
charging; however, only the prcfessional members of the program 
review teams \yould review cases involving the furnishing of excessive, 
inferior, or harmful services in order to assure that only profe3sionals 
will review other professionals under this provision. · 

It is not expected that any large number of suppliers of health serv
ices will be suspended from the medicare program becuuse of abuse. 
However, the existence of the authority and its use in even a relatively 
few cases is expected to provide a substantial deterrent. . 

The provisions relating to title XVIII would be effective with respect 
to determinations made by the Secretary after enactment of the bill. 
The provisions relating to titles V and XIX would be effective \vith 
respect to items or services furr1i.shed after June 30, 1971. 

Any person or organizrtion di~~satisfied with the Secrett'ry's decision 
to terminate payments would be entitled to a hearing by the Secretary 
and to judicial review of the Secretary's final decision. · 
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It is not intended that this :provision would in anv way change the 
Secretary's present right to withhold payment whe~e necessary pay
ment information is not provided. N vr would the supplier of services 
be entitled to a hearing or judicial review with respect to payments 
withheld under such existing authority. · · 

(J) Elimination of requirement that States -mpve toward comprehensivt 
medicaid programa . .:._gection 1903(e) of the medicaid statute requires 
that each State make "a satisfactory showing_that it is making efforts 
in the direction of broadening the sc.ope of the care and services made 
available under the plan and in the direction of liberalizing the 
eligibility requirements for medical assistance." Under an amendment 
adopted by the Congress in 1969 (Public Law 91-56, enacted August 9 
1969), the operation of this provision was suspended for two years' 
until July 1, 1971, and the date by which the States were to hav~ 
comprehensive medicaid programs (applying to everyone who meets 
their eligibility standards with respect to income and resources) was 
changed from 1975 to 1977. 

Your committee has been concened with the burden of the medic
aid program on State finances ann has included a provision in the 
bill which wo:uld remove section 1903(e) from the Act. When the 
operations of=)he State medicaid programs have been substantially 
improved aR .. d there is assurance that program extensions will not 
merely result in more medical costs inflation, the question of required 
expansion of the program could then be reconsidered. · 
·· (k) Reductions in care and services under medicaid program.
Under current law (section 1902(d) amended by P.L. 91~56) a State 
cannot reduce its expenditures for the State share of medicaid from 
one year to the ne~t. If a State wishes to modify its State ·plan so as 
to reduce the extent of care and services provided or to terminate 
any of its pr.:~grams, the Governor must certify to the Secretary that 
a) the State share of medicaid exp.mditures will not be reduced, b) 
the State is complying with the provisions in its plan relating to 
utilization and costs of services, and c) the modification is not made 
for the purpose of increasing the standard or other formula for deter-
mining payments. . · 

Your committee is concerend with the effect of section 1902(d) on 
States 'vhich are faced with fiscal crises. Your committee is also 
concerned, however, that such crises should not operate to pren>nt 
the poor from receiving basic medical care and services, particularly 
the six specific services mandated by present law. 

Your committee wishes to aEsure maintenance of effort with 
regard to the basic services-physician, inpatient hospital, outpatient 
hospital, laboratory, x-ray and home health services, as well as nursin!! 
home care for those over 21 and early and periodic .screening, diu)!· 
nosis, treatment for those under 21. The bill would; therefore, amend 
section 1902(d) by restricting the maintenance of effort requirement 
to these basic services. The State would be able to modify the scop• 
and extent of opti~:mal services provided, such as _dru~, dental c!tr• 
and eyeglasses. Th1s would enable the States exper1encmg fiscal crl~'' 
to respond to such crises without reducing their expenditures {M 
those services most urgently needed by the :poor. · 

(l) Determination of reasonable cost of inpatunt hospital services 1tndtr 
medicaid and maternal and child health programs.--Tinder present Ia''· 
as defined in earlier regulations issued by the St;cretary, States uTt.' 
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rrquired to reimburse hospitals for inpatient care under medicaid on 
the basis of the reasonable cost formula set forth in medicare. Several 
States have objected to this requirement, asserting that use of the 
medicare formula for medicaid reimbursement can resuH in their 
JHty.ing more th~n .the actual. cost o! pr?viding i~pat~ent ~are to th?se 
t•ligJble for medicaid. There IS nothmg m the legislative history which 
requires that n~asonable costs should be defined precil"dy the same way 
for both programs, and there are reasons why they r>hould not, such 
us the differing characteristics of the two populations served. 

Your committee's bill would allm\r States to de\·elop their own 
methods and standards for reimbursement, thereby giving them 
flexibility in working out satisfactory payment arrangements with their 
hospitals. The Secretary could disapprove a State's plan if it were 
shown to his satisfaction that the method developed by the State 
1\"0uld not pay the actual and direct cost of providing care to medic
nid eligibles. Reimbursement by the States would in no case exceed 
reasonable cost reimbursement as provided for under medicare. 

Your committee bill wishes to make clear that it is not the intention 
of this section to shift the burden of costs from medicaid recipients to 
non-medicaid recipients. However, the States should not be unduly 
restricted in the methods with which they might experiment for pay
ment of inpatient hospital services. 

The bill would apply the same determination of reasonable costs to 
maternal and child health programs. The provision would be effective 
July 1, 1972, or earlier if the State plan so provides. 

(m) Amount of payments where customary charges for services furnished 
are_less than reasonable cost.-Under present law, reimbursement under 
the medicare program is based on the reasonable costs incurred by 
providers of services (but. only for inpatient hospital services und~r 
medicaid and the maternal and child health programs) in providing 
services to individuals covered by these program~;. This results, in 
some cases, in these progrPms paying higher amounts for services 
received by covered individuals than such individuals would be charg•)d 
if they were not covered by these programs, because, in some cases, a 
provider's customary charges to the general public are set at a level 
which does not reflect the provider's full costs. 

Your committee believes that it is inequitable for the medicue, 
medicaid, and the child health programs to pay more for services than 
the provider charges to the general public. To the Pxtent that a pro
vider's costs are not reflected in charges to the public generally, ::;uch 
costs are expected to be met from income other th~n revenues from 
patient care-for example, from endowment or investment income. 
The bill would provide, th<orefore, that reimbursement for services 
under the medicare, medicaid, and child health programs could not 
exceed the lesser of the reasonable cost of such services as determined 
under section 1861 (v) of the Social Security Act, or the customftry 
charges to the general public for such services. 

However, your committee believes that it would be undesirabie to 
apply this provision in the case of services furnished by public pro
viders of services free of charge or at a nominal fee. The bill would 
provide, therefore, that where services are furnished by a public p1 o
vider of services free of cha::-gQ or at a nominal charge, the Secretary 
shall specify by regulation reimbursement based ore those elements of 
costs gener.:1lly 11llowed in the determination of rea~o::1able cost that he 
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finds will rermlt in fair compensation for srch servi~es. In such cases 
fair compensation for a service could not exceed, but could be less than Cnd~!r ~ 
the amount that would be paid mvJ.er present law. pftals ue1·;, 

Your committee recognizes that a provider's charges may be lower pua1 ~s) "(,11 
than its costs in a given period as.a result of miscalculation or special met JC:lre pr 
circumstances of limited duration, and it is not intended that provid~ an O]J<:l"attn 
ers should be penalized by such short-range discrepancies between costs woul_d be <'.' 
and charges. Nor does the committee want to introduce any incentive J~ronded iu 
for providers to set charges for the general public at a level substan~ .:mcl~t<:fi!Jg 1 tially higher than estimated costs merely to avoid being penalized by .. <:q_msttJou 
this provision. Thus, your committee recognizes the desirability of per~ •·nuzu tion, 1 

mitting a provider that was reimbursed under the medicare, medicaid proposed Il)( 

and child health programs on the basis of charges in a fiscal period to under. t11c <l 
carry unreimbursed allowable costs for that period forward for perhaps r_omnuttee c 
t\\~o succef~ding fiscal periods. Sho'Jld charges exceed costs in such sue- 111·e staff JU1 1 

ceding fiscal periods, the unreimbursed allowable ·::osts carried forward !Hay_ be prep 
could be reimbursed to the provic~er along with current allowable costs :rcnHzation 1 
up to the limit of current charges. . mnncdiately 

Your committee intends that for purposes of administering this nccountino- J I 
provision, "customary charges" shall mean (1) the charges listed in an a,;~ure that it 
established charge schedule (if the institution h~s only a single set of The plan , I 
charges applied to all patients), 0r (2) the most frequent or typical or any of its 
charges imposed (if the institution uses more than one charge for a ,' 11c~ lllstituti 
single service). However, in order to be considered to be the "customary .Jot mtended 
charge," a charge would have to be one that was actually collected The ne,v C• 

from a substantial number of individuals. A charge set up in name only, ~ hpect to any 
perhaps primarily to avoid the effect of this provision, is not intended t Jcginning aft 
to determine medicare reimbursement. t (o) Paymer 

The provisions relating to medicare vwuld b effective with respect , _peratt"on of cl 
to services furnished by hospitals, extended care facilities and home /csenj la,v, 
health agencies in accounting periods beginning after June 30, 1971. .ceme neces 
Provisions relating to medicaid and maternal and child health would ~.~ :ram. Federa 
be effective for accounting periods beginning after June 30, 1971. '1 •sts and 75 

(n) Institutional planning under medicare.-Under present medicarc f /1~nel. Despi1 
law, there is no requirement for providers of services to develop fiscal i :Hms admmi 
plans such as operating and capital budgets. Ho,vever, your committe(' " ~lcval syst-em1 
is aware of the fact that health care facilities have come under increas } 'develop the 
ing criticism on the grounds that they fail to follow sound busine~' f }r.our comm 
ijfacti?es in their o~erations. The Advisory Committee. on. Hospita! j '1tles by autJ 

ffectlveness *estabhshed by the Secretary of HEW m 1ts rep_or~ t J;;_~o tesign, 
stated, "* * · the fact must be faced that deficiencies in hosp1t1•. i .· 1 a Ion re 
management owe something, at least, to inattention, indifference, or ,. ~ eral Gover 
lack of information on the part of some hospital boards, and solllt' 'lsta_nce, incl 
~rustees with the b~s~ inte?-tions and energy have n~t been adequat_eJ.': ·hra~mg a Jn, 
mformed by admuustrat10ns on what the funct10ns o! a hosp1t.L l h1 ~1?al supp( 
trustee, or a hospital should be." In recommending the requiremcn: I y ll1Istratton 
cont:tined in the bill, the Secretary's committee stated, "The rcquir<'· ~ .?u! commi 
ment that detailed budgets and openting pl.tns be prepared annunll.1 • 'fdmg in tl 
as a condition of. approval for partic~patioJ:?- in _Fe1cral programs ca: ~~ or the o.p~ 
be expected to drsclose management mefficwnc1es m such health car•. )J ates woul< 
institut~ons as a necessary first step toward bringing about needc,: : Jort until 
improvements. Especially, the committee believes this requirenwn: ormation to 1 

will compel the. attention of many hospital trustees to lapses in mnn· j names of th 
agement that would not be permitted in their own· businesses." the amour 
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Under your committee's bill, providers of services (includincr hos
p~tals accredited by t,~e Joint Comm.i~sion on Ac_c;.:edi~ation of'Hos
pitals) would be reqmred, as a conditiOn of participatiOn under the 
medicare program, to have a written overall plan and budget reflecting 
an operating budget and a capital expenditures plan. The overall plan 
would be expected to contain information outlining the services to be 
provided in the future, the estimated costs of providing such services 
(including proposed capital expenditures in excess of $100,000 fo: 
acquisition of land, buildings, and equipment and replacement, mod
ernization, and expansion of the buildings and equipment), and the 
proposed methods of financing such costs. It would have to be prepared 
under the direction of the governing body of the institution, by a 
committee consisting of representatives of that body, the administra
tive staff and the medical staff. The required annual operating bud~ets 
may be J;>repared by groupings of cost or income rather than a detailed 
itemizatiOn for each type of cost or income. The plan would cover the 
immediately following year and the immediately following 3-year 
accounting period and would be reviewed and updated annually to 
assure that it is consistent with the budgetary program of the provider. 

The plan would not be reviewed for substance by the Government 
or any of its agents. The purpose of the provision is to assure that 
such institutions carry on budgeting and planning on their own. It i.: 
not intended that the Government will play any role in that process . 

The new condition of particii?ation would have to be met with re
spect to any provider of serviCes for fiscal years of the provider 
beginning after the fifth month after the month of enactment. 

(o) Payments to States under medicaid programs for installation and 
operation of claims processing and information retrieval systems.-Under 
present law, States are required to use methods of administration 
deemed necessary by the Secretary for efficient operation of the pro
gram. Federal matching is now set at 50 percent for administrative 
costs and 75 percent for compensation of professional medical per
sonnel. Despite this requiremont, many States do not have_effective 
claims administration or well-designed information storage and re
trieval system£; nor do they possess the financial and technicarresources 
to develop them if required to do so by the Secretary. 

Your committee proposes to aid the States in meeting their responsi
bilities by ~uthorizing 90 percent Federal matching for the cost neces
sary to design, develop, and install mechanized claims processing e.nd 
information retrieval systems deemed necessary by the Secretary. The 
Federal Goverrnn<:nt acknowledges the obligation to provide technical 
assistance, including the development of model systems, to each State 
operating a medicaid program. It is expected that this financial and 
technical support will aid the States in realizing efficient and effective 
administration of the program, and that it will reduce program costs. 

Your committee also recognizes the importance of this activity by 
providing in the bill for Federal matching funds at the 75 percent 
rate for the operatioh of the system approved by the Secretary. 

States would not he eligible to receive this increased Federal 
support until they have developed the capacity to provide basic 
information to recipients on services paid for by the program, including 
the names of the providers, the dates on which services were furnished, 
and the amount of payment made. Experience with the medicare 
program indicates that beneilciary complaints about discrepancies 
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between the "explanation of benefits" form they receive, and the car(J 
actually provided! has been the largest single source of information on 
possible abuse and fraud. It is appropriate to combine the requiremunt 
that States provide such explanations with the increased Federal 
matching which would support such an activity. Savings resulting 
from improved administrative efficiency woulr:l more than offset the. 
cc;:;t of this provision. 

This provision of the bill would be effective July 1, 1971. 
(p) Prohibition against reassignment of claims to benefits.-Under 

present law, payment for services furnished by a physician or othe: 
person under the supplementary medical insurance program is made: 
(1) to the beneficiary on the basis of an itemized bill, or (2) to the 
physician or other person who provided the services on the basis of an 
assignment under the terms of which the reasonable charge is the full 
charge for the service. Present law also provides that payment for such 
services under the medicaid program is made to ~he physician or other 
person providing the services. The law is silent with respect to reas
signment by physicians or others who provide services of their right to 
receive payment under these programs The Department of HEV7 

makes such reassigned payments under medicare without specifi ~ 
legislative authority. 
~- Experience with this practice under these programs shows that some 
"physicians and other persons providing services reassign their rightf, 
to other organizations or groups under conditions whereby the organi
zation or group submits claims and receives payment in its own name. 
Such reassignments have been a source of incorrect and inflated claims 
for services and have created administrative problems with respect to 
determinations of reasonable charges and recovery of overpayments. 
Fraudulent operations of colhction agencies have been identified in 
medicaid. Substantial overpayments to many such organizations haYe 
been identified in the medica1·e program, one i~volving over a million 
dollars. 

Your committee's bill seeks to overcome these difficulties by pro
hibiting payment under these programs to anyone other than the pr.
tient, his physician, or other person who provided the service, unless 
the physician or other person is required as a condition of his employ
ment to turn his fees over to his employer, or unless the physician or 
other person has an a.rrangement with the facility in which the services 
were provided under which the facility bills for the services. It is not 
the intent of your committee that this provision apply to payments to 
pro~iders of services that are based on the reasonable cost of the 
serviCes. 

Your committee's bill would not preclude a physician or other person 
who provided the services and accepted an assignment from having the 
payment mailed to anyone or any organization he wishes, but the pay
ment would be to him in his nam~. 

The provision would in no w&y interfere with the fiscal relationship:> 
between physician and hospitals, in the case of hospital-based pathol
ogists and radiologists, for example. 

This provision as it applies to medicare would be effective with re
spect to bills submitted after the enactment date. For medicaid the 
provision would be effective July 1, 1972, or earlier if the State plan so 
provides. 
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(g) Utilization review requirements for hospitals and skilled nursing 
homes under medicaid and maternal and child health programs.-Under 
present medicare law, each hospital and extended care facility is 
required to have a utilization review committee to review all long-stay 
cases as well as review, on a sample or other basis, admissions, dura
tions of stay and professional services. The reasons for requiring 
hospitals and extended care facilities to have utilization review com
mittees for medicare cases apply with equal force to review of medicaid 
cases, but there is now no such requirement in the medicaid law . 

Your committee's proposal would require hospitals and skilled 
nursing homes participating in the medicaid or maternal and child 
health program to have cases reviewed by the same utilization review 
committee already reviewing medic&re cases or, if one does not exist, 
by a committee whkh meets the standards established under medicare. 
States could, if they wish, impose more stringent requirements, e.g., 
they might request that the committee review medicaid patient stays 
earlier than medicare cases since the medicaid population is generally 
youn~er than that. covered under medicare. 

Th1s provision would be effective July 1, 1972. 
(r) Notification of 1mnecessary admission to a hospital or extended 

~;are facility under medicare.-Under present law, the utilization 
review committee required to function in each hospital and extended 
care facility must review all long-stay cases and at least a sample of 
admissions. When in the revie·w of a long-stay case the utilization 
review committee determines that further stay in the institution is 
not medically necessary, the committee is required to notify promptly 
the physician, the patient, and the institution of its finding. No 
medicare payment is made for anJ services furnished after the third 
dayfoHowing such notification. 

Your committee's bill would require a similar notification, and a 
similar payment eut-off after 3 days, to be made where the utilization 
review committee in its sample or other review of admissions finds a 
case where hospitalization or extended care is no longer necessary (or 
neve1 was neccssf,ry). Thus, your committee's bill would remove the 
anomaly of continuing payment in a case where the utilh.ation review 
committee determined in the course of sample or other revie\v' that 
admission to the institution or further stay was not nacessary and 
would make parallel the treatment accorded long-stay cases and cases 
reviewed on a· sample basis. · 

This provision would be effective with respect to services furnished 
after the second mnnth followh•g enactment of the bill. 

(s) Use of Stat.e health agency o.r other appropriate medical agency to 
perform certain fanctions under medicaid and maternal and child health 
programs.-Under present law, one State agency may have the re
sponsibility for certifying health facilities for participation in the medi
care program and another agency for certifying health facilities for 
participation in medi9aid and maternal and child health programs. 
Your committee believes that tl.·is ·duplication of effort in the verifica
tion of and in t:J.e establishment and maintenance of health standards 
is unnecessary snd inefficient and should be limited to the extent. feasi
ble. Your committee's bill would require the State to provide that the 
State health agency (or the Stat'~ medical agency which licenses health 
facilities) shall perform these functions for medicare, medicaid, and 
the maternal and child health programs. Your committee would 
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authorize the use of the appropriate State 1nedical agency rather than 
limiting the d~:;ignation to ."State health agency.H 

Your ?o~mittee nlso believes that the effectiveness and et:onomy of 
the medicaid program would be enhancea through. development of 
capa~ility in each State to perform utilization reviews, to establish 
standards relating to the quality of health care furnished to medicaid 
recipients, and to review the quality of the s,'rvices provided. Activities 
such as these would provide information or, the under-or over-utiliza
tion of resources and the quality and appropriateness of care. 

To encourage the development of the ca!)abilities upon which these 
improvements would be based, your comrnittee bill would provide 
that Federal participation in medicaid payments be contingent upon 
the establishment of a plan, acceptable to the Secretary, for utilization 
revi~':'• the estabJisi;men~ o.f standards r~bting to the quality of care 
funnshed to mediCaid recipients, and revww of the quality of services 
provided. F0deral matching at the 75-percent rate is available for 
the costs oCthe health professionals and their supporting staff found 
necessary in· carrying out such functions. 

This provision would be effective July 1, 1972. 
( t) Relationship between m_edicaid and . com;;.,~ehensive health. ~are 

programs.-Present law provides that under fitle XIX all ehgible 
recipients should receive the same scope of 8ervices; that those services 
should be available throughout the States; and that recipients should 
haYe freedom of choice to determine whP-re they shall receive their 
care. The law also provides that recipients may choose to obtain 
medical services from organizations providing them (or arranging for 
their availability on a prepayment basis). 

These requirements for State plans, called "comparability and 
"state wideness", have limited states in their abilitv to con tract with 
organizatio1is such as neighborhood health centers· or prP-paid group 
practices to provide services to medicaid recipients. These organiza
tions provide services which are often broader in scope than the 
services received under the medicaid plan, and, therefore, are not 
available throughout the State. Under current law States are able 
to contract with such organizations only a) through a, waiver under 
a provision in present law that the particular contract is a demonstra
tion project, or (b) through establishing a separate premium rate 
for the particular set of services offered under the State plan. 

Organized plans, primarily those on a prepaid basis, have been 
shown to discourage overutilization of expensive inpatient care and 
to encourage less costly ambulatory care and preventive health 
moasures. 

Your committee bill would enable States to waive Federal state
wideness and comparability requirements, if a State contracts with an 
?rganization which has agreed to provide health care and services 
m excess of the State plan to eligible people who reside in the geographic 
area served by such an organization, and who elect to obtain such 
care and services from such an organization. Payments to such organi
zations could not bp, higher on a per capita basis than per capita pay
ments expended fur medicaid eligibles in the same general geographic 
area not under the proposed arrangement. 

The amendmeht \vould be effective upon enactment. 
(u) Program for determining qualifications for certain health care 

personnel.-Vnder present law, the Secretary establishes various 
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health and safety criteria as conditions for the participation of 
~roviders of service in the medicare program. In setting these standards 
it is necessary to establish criteria for judging tlie professional com
'lctency and qualifications of key personnel in these health facilities. 
~{edicare and medicaid regulations have relied heavily on formal 
:ruining courses and professional society membership in judging 
'>rofessional competency. 
1 Your committee agrees with the Secretary that appropria'"e criteria 
1\5 prima facie evidence of competence are necessary. However, your 
committee is concerned that reliance solely on specific formal educa
ti~n or training, _or me_mbership in private professi?nal organiza~i(;ms 
nu(l'ht serve to d1squahfy people whose work expenence and trmmng 
mi~ht make them equally or better qualified than those who meet 
ch; existing requirements. Your committee believes that failure to 
make the fullest use of competent. health personnel is of particular 
concern because of the shortage of such personnel. 

Your committee's bill, therefore, requires the Secretary to explore, 
develop, and apply appropriate means of determining the proficiency. 
of health personnel disqualified or limited in responsibility under 
present regulations. A proficiency testing program would help to 
make greater use of otherwise qualified health personnel and tech
nicians who do not now meet medicare's formal criteria for judging 
professional competency and qualifications. Appropriate methods and 
procedures are capable of being promptly developed and applied to 
determine qualifications and to upgrade skills to qualifying levels. 

Your committee obtained agreement from the Department last 
year to institute su.Jh a program with respect to clinical laboratory 
personnel and asked for a report on the matter by July 1, 1971. Your 
committee is looking forward to receiving that report. 

The amendment would be effective upon enactment. 
(v) Penalties for fraudulent acts and false reporting under medicare 

and medicaid.-Under present law, a false statement or representation 
of a material fact in any application for payment under social security 
programs is defined as a misdemeanor and carries a penalty of up to 
one year of imprisonment, a fine of $1,000, or both. 

Your committee believes that a specific provision defining acts sub
ject to penalty under the medicare and medicaid programs should be 
included to provide penalties for certain practices which have long 
been regarded by professional organizations as unethical, as well as 
unlawful in some jurisdictions, and which contribute ap;>reciably to 
the cost of the medicare and medicaid programs. Thus, under the 
committee bill, the criminal penalty provision would include such 
practices as the soliciting, offering, or accepting of kickbacks or bribes, 
including the rebating of a portion of a fee or charge for a patient 
referral, involving providers of hc;alth care services. In addition, the 
provision would include penalties for concealing or failing to disclos& 
knowledge of any event affecting a, person's right to any benefit pay
ment with the intent to defraucl, or for knowingly and willfully con
verting benefits or payments to improper use. Under the bill, the 
penalty for such acts, as well as false statements or representations 
of materialfacts in auy application for payment under the medicare 
and medicaid programs, would be a fine of $10,000, 1 year of im
prisonment, or both. · 
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Continuing investigation and review of reports by the General b.:rscment Re, 
Accounting Office have indicated th1.t false st&.tements may have been ur the Goverr 
made by individuals and institution:.; with respect to health and safety Ltfore it that 
conciitions and operating conditions in health care facilities in order to Lli:scd in the fiJ 
secure approval for participation in t.he medic<i.re an.d medicaid pro- A decision of 
grams. While the numbers of d~ff<::rent individuals and institutions Cn!ll unless th< 
involved in such fraud may not b0 large in relation to the number ,,r,_ .... r the pro,-j 
participating in the program, your committee believes that a specific r ~rerses or mo< 
penalty for such acts should be provided to deter the making or in- In any case whc 
clueing of such statements. Thus, your committee's bill includes specific ,rvices would 1 
provisions under tit.le XVIII (medicare) and under title XIX (medi- :i1e United Stat 
caid) of the Social Security Act whereby anyone who knowingly and · ·r b the Unite~ 
willfully makes, or induces or seeks to induce the making of, a false :s a!?- aggrieYei 
statement of material fact with respect to the conditions and bperation :ctw1thstandin"' 
of a health care facility or agency in order to secure certification or 3ecurity Act. "' 
approval to participate in the medicare and medicaid ·programs would The amendm

1 
be subject to imprisonment for up to 6 months, a fine not to exceed respect to accotJ 
$2,000, or both. J Mis ll 

These p':ovisions would be in addition to and not in lieu of any other · ce · aneous 
penalty provisions in State or Federal law. (a) Physical t1 

The amendment is effective upon enactment. :Qre.:-Under pn 
(w) Provider reimbursement review board.-Under present law there I lOS~ltal service, 

is no specific provision for an appeal by a provider of services of a 1 "'rVIce, and a scr 
fiscal intermediary's final reasonable cost determination. Although Jf ;, also covered 
the HEW has devefoped administrative procedures to assist providers ;articipatin~ hm 
and intermediaries to reach reasonable and mutually satisfactory , iinic, rehabditat 
settlements of disputed reimbursement items, your committee believes l fhe physical tho 
that it is desirable to prescribe in law a specific procedure for settling 1 :~~ility or he illl 

disputed final determinations applying to the amount of program 1 rrangements wi 
reimbursement. This procedure would not apply to questions of J The limitation: 

. coverage or disputes involving individual beneficiary claims. ' . a! therapy have 
Your committee's bill, therefore, provides for the establishment of . cen difficttlt to · 

a Provider Reimbursement Review Board. The Board would be com- ished in the tlH 
posed of 5 members, knowledgeable in the field of cost reimbursement, wre accessible t 
z.tppointed by the Secreta.ry of Health, Education, and Welfare. At f btain the servic 
least one member of the Board would have to be a certified public t Your commitJ 
accountant, and two membms would. be representative of providers j' \lpple~e~taryd1 
of services. · - 1 1 erap1~t m m 1 

Any provider of services which has filed a timely cost report may ! ,1h patient's h? 
appeal an.adverse final decision of the fiscal intermediary with respect I :~illrd t~al hn I 
to the penod covered by such a report to the Board where the amount 1 :, I e . ea .t ca 
in controversy is $10,000 or more. The appeal must be filed within 180 1 ,.c S hcensmg a 
days after notice of the fiscal intermediary's final determination. 1 :ef ec~etary m 
Implementation of the intermediary determinations would not be 1 '1 

hurl~l~hed P~l 
held in abeyance pending the Board's decision. . J ysician wlu 

The provider would have the right to reasonable notice as to th<' fJ· ~0 be furn 
time. and place of hearing and reasonable opl?ortunity to appear at th~· nd ItiOth. to St~ 
hearmg; to be represented by counsel; to mtroduce reasonable and ~her Is l?rov. 
pertinent evidence to supplement or contradict the evidence considered r _regulatw

1
ndsl 

by the fiscal intermediary; and to examine and cross-examine wit- 1 .• VIc.es wou 
nesses Under your committee's bill, all decisions by the Board would f .'lj~l!ldld ~y tl 
have to be based upon the record made at such hearing, which maY ·eil~I~a t era1 
includ~ any evidenc~ submitted by the J?epartment. S_uch evid.encc j "Ujt1e.s generil 
would mclude the eVIdence or record considered by the mtermed1ary. 1~· .ati

1
onhs pro 

Based upon examination of all of the evidence, the Provider Rein1· · J sica t erap 
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'··u·sement Review Board may find in whole or in part for the provider 
· r the Government (including a finding based upon the evidence 
'-·fore it that the provider 0wes sums in addition to th0 amount 
•. ,i::ed in the appeal). 
· :\decision of the Provider Reimbursement Review Board would be 
::ual unless the Secretary, on his own motion, and within 60 days 
.. ft,•r the provider of services is notified of the Board's decision, 
;.·n-rses or modifies the Board's decision adversely to the provider. 
ln tillY case where such reversal or modification occurs, the provider of 
.. ·n·iees would have the right to obtain a rev'iew of such a decision by 
:hl' United States District Court for the district in which it is located 
•• r in the United States District Court for the District of Columbia, 
,~,; an aggrieved party under the Administrative Proced~re Act, 
::otwithstanding any other provision in section 205 of the Social 
'Security Act. 

The amendments made by this section would be effective with 
respect to accounting periods beginning after June 30, 1971. 

S. Miscellaneous arul technical provisions 
(a) Physical therapy services and other therapy services under medi

care.-Under present law, physical therapy is covered as an inpatient 
hospital serVice, an inpatient extended care service, a home health · 
,:crvice, and a service incident to physicians' services. Physical therapy 
is also covered when furnished under prescribed conditions by a 
participating hospital, extended care facility, home health agency, 
clinic, rehabilitation agency, or public health agency to its outpatients. 
The physical therapisc may be either an employee of the participating 
fttcility or he may be self-employed and furnish his services under 
arrangements with and under the supervision of the facility. 

The limitations imposed under present law on the coverage of physi
cal therapy have been a source of some difficulty. For example, it has 
been difficult to explain why physical therapy services cannot be fur
nished in the therapist's office, especially in cases where the latter is 
more accessible than the facility to which the beneficiary must travel to 
obtain the service. · .· ~ 

Your committee's bi.ll would include as covered services under the 
supplementary medical insurance program the services of a physical 
therapist in independent practice, when furnished in his office or in 
the patient's home (including a place of residence used as his home 
other than an institution which is primarily engaged in furnishing 
skilled health care services). These services would be furnished under 

· such licensing and other conditions relating to health and safety as 
the Secretary may find necessary, sueh as requiring that the services 
be furnished pursuant to a written pla:.1 of treatment establbhed by 
~ physician which prescribes the amot:nt, type, and duration of serv
Ices to be furnished, and setting out. professional qualifications in 
addition to State licensure for the physical therapists participating 
~nder this I?rovision. The bill would provide that the Secretary estab
hsh regulatiOns governing other condirio'ns under which the proposed 
services would be furnished. Your committee expects the Secretary to 
be guided by the conditions now in effect for providers of outpati~nt 
physical therapy services, taking in~o account the less elaborate 
facilities generally present in the officf::- setting, but assuring that the 
regulations proVIde for the availability of an adequate pro;p-am of 
physical therapy services in the therapist's office. 

I ' 
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. With respect to present law as it cove~s physical therapy service• (b) Covrag 
.furnished to an inpatient of a hospital or an extended care facility i .edtcare. 0

( 

there are a fe:v cases whe~e an inpatient exhausts hi~ inpatient ben£fit;; ,,l?s~0!li1efte; 
and can contmue to receive payment for the physical therapy tr·~at.: Jnc lS 

0 "fi 
ment (as a covered expense under the supplementary medical insur: .net;.' n~t lpdcl .< 
program) only if the hospitn.l or extended care facility is able to ar. · ,1rg1;:a resd 
range for another partic~patlng f~cility to furnish_the phy~ical therapy -\IPP~b fui~ 
treatment as an outpatient serviCe. Your committee's bdl would au- ,·orrec d 
tborize a hospital or extended care facility to furnish outpati.ent 1•:1g? an SUJ 

physical therapy services to its inpatients. This would permit an in- Jcnc~- ,i 
patient of a participating hospital or extended care facility to continue Th)ts lJr? 
to receive covered physical therapy services under the supplementary (c. . ?t~~c 
medical insurance program in those cases where he had exhausted h!s :ncdtcal m~ \ 
inpr~tient benefits th~oug~ which physical t.herapy ser-yice_s were ~o_¥- ,f_ldgt a:~;p 
ered under the hospital msurance program or where ne IS otherw1se ~~,c d? }c: 
ineligible for hospital insurance inpatient benefits. :n a Isea~~: 

Your committee is concerned over the increasing costs of physical i :H1Y f?r Pfn. 
therapy services and other therapy services furnished in hospitals and j ,~ffen.ng m: 
extended care facilities. Ac.~ordingly, the committee bill includes bn> l 1 our con 

1 
• 

provisions for controlling program expenditures for therapy services l :>ther ~~!lJ fc 
and services of other health related personnel and for preventmg abvse: ' J .fl{ ~0 • 

(I; ,~otal charges on wh~ch .P!lyment mR.y b~ made in a calen_dar \ 1]~du 
year ,·,:'\'Ith respect to an mdiVIdual for physical therapy serviCes • In (d:) der 1( 
furnitlhed to him in practitioners' offices or in his home by independ- ~! ct h" 
ently practicing physical therapists may not exceed $IOO (such pay- :mrT~\~e \ 
ment would be subject to t?e d~ductible and coinsurance provisi?ns ~0 t iliD"'~: 
of the supP'lementary mediCal msurance program). Program reim- :n.a ~ {acfii1 
bursement for the reasonable charges for the covered services wo·-1ld care rint 
be made either to the beneficiary or, on assignment, directly to :;be app:tJ£ jn, 
physical therapist. . . nee int• 

(2) With respect to physical, occupational, and speech therapy The . b was es~ell serVIces, or the services of other health specialists, furnished y a l i 
provider of services, a clinic, rehabilitation agency, or a public health ~~~~~Sd e1~0 · 
agency or by others under arrangements with such providers or other as a p1n( 
orga~uzations, payment for the reasonable cost of such services may 1 \ who c:>ll l' 
not exceed an amount equal to the salary which would have been homes t(l 

payable if the services had been performed in an em1)loyment rela- j 
• H'YiCW (II 

twnship, plus the cost of such other expenses an individual not working ~Inn\· 
as an employee mi0"'bt have, such as maintaining an office, travel-time · "J 

d 
not nr1• 

an expense, and similar eosts. Your committee expects that the ()fflel' ni 
Secretary will, in establishing the criteria fo~ determining the reason- ~killed 11 
able cost of such services, cor..sult with the professions directly affected 
and giye thorough consideration to procedures used in other public 
and private plans that may be local, regional, or national in scope. 

The provisions for covering additional physical therapy services 
under supplementary medicul insurance would be effective for serv
ices furnished on or after January 1, I972. The provision relating to 
the coYerage of outpatient physical therapy services furnished to 
inpatients of hospitals or extended care facilities would be effective 
on enactment of the bill. The provision relating to determining the 
r.easonable cost of services of therapists and other health specialists 
would be effective with respect to accounting periods beginning on 
or after January I, I972. 
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rapy service• (h) Coverage of· supplies related to colostomies.-Payment under 
~are facilit,: 01cdicare for the bags and straps used in conjunction with some 
~lent benefit; ,·olostomies (an artificial opening of the bowel to the abdominal wall 
terapy treat. I \rh.ich is often necessary in surgical treatment of cancer of the bowel) 
cal insuranc~ j.; n<?t specifi~ally authorized by the law. M~d~car~ pays ~or these as 
s able to ar. ~ur<YICal dressmgs, but does not pay for the Irrtgatwrt eqwpment and 
oical therap\· su 1~plies used in treating a colostomy condition. The provision would 
II 'would au: correct this inequity by providing specific coverage for colostomy 
l outpatient h:tgs and supplies directly related to colostomy care, as prosthetic 
tenuit an in. devices. . 
r to continue This provision would be effective on enactment. · 
pplementary (c~ C<fVerage of ptosis bars.~Unde~ . me?icare's supplementary 
xhaustedli'i:, medical msurance program, specific proVIsiOn IS made for the coverage 
3S were cov: of leg, arm, back, and neck braces, which includes a variety of devices 
is otherwise used to support weak or deformed body members or to restrict motion 

in a diseased or injured part of the body. However, medicare does not 
pay for ptosis bars used to support the drooping eyelids of patients 
mffering from paralysis or atrophy of the muscles of the upper eyelid. 

~ of .Physical 
osp1tals and 
ncludes two 
1py services 
ntmg abuse: 

1 Your committee's bill would cover these devices in the same way as 
>ther supportive devices or appliances. No payment would be made, 
Jf course, for eyeglasses to which such devices may be attached. 

t a calendar 
·PY services 1 

Y independ-
(such pay-

Thi~ provil;ion would be effective on enactment. 
(tl) Inclusion under medicaid of care in intermediate care facilities.

In order to provide a less costly institutional alternative to skilled 
nursing home care, the Congress approved in 1967 ari amendment 
tD Title XI of the Social Security Act which authorized Federal e provisions 

gram reim
vices would 
3ctly to the 

'?h therapy 
tlshed by a 
ublic health 
ers or other 
lrvices may 
have been 

rmen t rela
lotworking 
travel-time 
;s that the 
the reason
tly affected 
tner public 
n scope, 
PY services 
·e for serv
relating to 
trnished to 
)e effective 
rnining the 
specialists 

ginning on 

J . matching. f.or a new cJass~cation o~ care provided ~ "intermediate 
! ca.re facilities." The provtston was mt.ended to provide a means for 
I appropriate pla.cement of patients professionally determined to be in 

need of institutional care but not care at the skilled nursing home level. 
The intermediate care benefit was not intended to cover care which 

was essentially residential or boarding home in nature. It was not 
intended to provide a refuge -for substandard nursing homes which 
would not or could not meet medical standards. It was not intended 
as a placement device whereby States could reduce costs through 
wholesale and indiscriminate transfer of patients from skilled nursing 
homes to intermediate care without careful and independent medical 
review of each patient's health care needs. · 

Many thousands of patients are in skilled nursing home& who do 

I not need that level of care, according to recent General Accounting 
Office and HEW· audit reports. Thousands of those people are in 
skilled nursing homes because their States have not as yet .established 
intermediate care programs. · · 

Your committee has, therefore, included an amendment to clarify 
congressional. intent with respect to intermediate care and to make 
such care, where appropriate, more generally available as an alternative 
to costlier skilled nursmg home or hospital care. . 

Your committee's amendment is designed to make it clear that inter
mediate care coverage is for persons who require care in the entire 
range from just above simple boarding home arrangements up to, but 
not including, the skilled nursing home level. · 

Your committee amendment would require an interm6diate care 
facility to meet such standards, :prescribed by the Secretary, as are 
deemed necessary to assist in meetmg the needs of the types of patients 

' .-
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e.xpected to be placed in such institutions. The Sec:~etary could estab
!Ish several levels of standards depending upon the type of care 
mvolved. As indicated, the term intermediate care is a broad one en
compassin!S in.stit~tions ;vhich are just above the boarding home level 
up to the mstitutwn whiCh has a level of health care just below that 
of the skilled nursing home. 

The amendment would provide for the transfer d the intermediate 
care provisicns from Title XI of the Social Security Act to Title XIX 
f~vf~d~caid). Tpis actio~ will enable the medically indigent, presently 
mehgible for mterme<hate care, to receive such care when a State 
has a medicdly needy program and when such care has been deter
mined as appropriate to their health care needs. This change should 
also serve to end the practic~ in some States of keeping medically 
indigent patients in skilled nursiHg homes when they could more 
appropriately be cared for in intermediate care facilities. Such States 

_ maJ: do so because, under present law, Federal matching funds are 
~vaila?Ie .toward the costs of skilled nursing home care provided med
ICally mdigent persons but not for care of such people in intermediate 
care facilities. 

Your comr.-1ittee's amendment would also authorize Federal match
ins- .under ~edicaid for ~are of the mentally r.etarded in public insti
tm~wns 'vl~ICh have a J?l'lmary purpose of providing health or rehabili
tatiOn serviCes and whiCh are classified as intermediate care facilities. 
Mat~hing would be available only in a properly qualified institution 
meetmg standards (in addition to those required of an intermediate 
care facility) ~tablished by the Department for mentally retarded 
persons rece~v.ing an active program of health-related treatment or 
rehabilitation. States would not be eligible for the additional Federal 
matching funds unless they maintained present levels of State and 
local .fund~ expended f<?r care of the mentally retarded. The purpose 
here Is to Improve medical care and treatment of the needy mentally 
retarded rather than to simply substitute Federal dollars for State 
dollars. The provision would not nrovide Federal participation in 
payments to institutions that are primarily residential or custodial in 
char.acter even though these may provide some health or rehabilitation 
serviCes. 

In!e;mediate care wo_uld, under. another .Provision in the bill by 
defimtwn be _less exp~nsive than skilled nursmg home care; therefore, 
the cost of 111termediate care should generally be significantly less 
than skilled nursing home care in t,he same area. 

In view of the rapidly increasing expenditures for intermediate 
~ar~ and in view of th.e extension of intermediate care to the medically 
mdigent, your committee has added another provision to its amend
ment requiring regular·independent professional review of patients in 
those intermediate care facilities which have a significant health con
tent. Teams ~eaded b.y either a physician or a registered nurse would 
regularly reVIew, on s1te, the nature of the care required and provided 
to each such intermediate care recipient. That review would be under
t~ken on a patient-by-patient basis and may not be performed at a 
~hs~al?-ce or w~thout reference to th3 specific circumstances of the 
mdiVI~ual patient. The Secretary of HEW would be expected to 
esta?hsh two or more levels of care encompassed under the inter
mediate care concept and then vary his regulations for such reviews 
based on the characteristics of the patients in the various levels of care. 
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The amendment would be effective January 1, 1972. 
(e) Coverage prior to application for medical assistance.-Under 

present law, a State may, at its m\'n option cover the cost of health 
care provided to an otherwise qualified recipient for the three months 
prior to his application for medicaid. Thirty-one States have elected 
to provide this coverage, thereby protecting persons who are eligible 
for medicaid but do not apply for assistance until after they have 
received care, either because they did not know about the m0dicaid 
eligibility requirements, or because the sudden nature of their illness 
prevented their applying. 

Your committee believes such coverage is reasonable and desirable. 
Your committee's bill would therefore require States to provide cover
f,gc for care and services furnished in or after the third month prior to 
r.pplication for those individuals who were otherwise eligible when 
services were received. 

This provision would be effective July 1, 1972. 
(f) Hospital admissions·for dental ser-vices under medicare.-Under 

vresent medicare procedures, when a patient is hospitalized in con
nection with the performance of noncevered dental procedures, pay
ment may be made for inpatient hospital services if the patient has 
other impairments so severe that ho3pitalization is necessary. In 
some cases, intermediaries require that a physician certify to the 
medical necessity of dental admissions, since hospitalization is or
dinarily not necessary for the provision of dental services. Where 
such a certification is required, the dentist who will be performing the 
dental procedures must arrange for a physician to make the necessary 
~ertification. 

Your committee's bill would authorize the dentist who is caring for 
the patient to make the certification of the necessity for inpatient 
hospital admission for noncovered dental services under the above 
circumstances without requiring a corroborating certification by a 
physician. Your committee believes that in these kinds of cases the 
dentist is in a better position to make the necessary evaluation of 
the patient's condition and probable reaction to dental surgery than 
is a physician who may not be familiar either with the patient or the 
nature of the dental procedures to be ,Performed. 

This provision would be effective w1th respect to admissions occur
ring after the second month following enactment of the bill ..... 

(g) Extension of grace period for termination of supplemen(a:_f'y medical 
insurance coverage where failure to pay premiums is due to giJod cause.
Under present law, an individual's coverage under the supplementary 
medical insurance part of medicare is terminated for nonpayment 
of premiums. The termination is effective on a date determined under 
regulations which may be establisheci so as to provide a grace period 
(not in excess of 90 days) during \vhich overdue premiums' may be 
paid and coverage continued. 

Several types of cases have arisell in which termination of an indi
vidualls supplementary medical insurance protection for failure to 
pay all premiums due within 90 days is clearly inequitable. For exam
ple, there have been cases where for reasons of physical or mental 
mcapacity the enrollee was unable to make the premium payment 
within the allowed time limit and there was no one acting on his behalf 
to protect his intere~ts. In other cases, coverage has been terminated 
because the enrollee mistabnly believed that payment had been 
made when actually it had not. 
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Your committee's bill would extend the 90-dt>.y grace period for an 
additional90 days where the Secretary finds that there was good cause 
f'"lr fn.ilure to pay the premium before the expiration of the initial 
90-day grace period. 

This provision would apply to such cases of nonpayment of pre
miums due within the 90-day period preceding the date of enactment. 

(h) Extension of time for filing claim for supplementary medical 
insnrance benefits where delay i'! dne to administrative error.-Under 
present law, a claim for benefits under the supplementary medical in
surance program must be filed by December 31 of the year following 
the ye>1.r in which the services were provided. (For this purpose, serv
ices furnished in the last 3 months of a year are deemed to have been 
furnished in the following year.) The present time limit is adequate 
for the vast majority of supplementary medical insurance claims. In 
some few cases, however, beneficiaries have failed to file a timely 
claim due to a mistake or other action on the part of the Government 
or one of it,s agents. For example, misinformation from an official 
source or ~lay in establishing supplementary medical insurance en-
titlement:has resulted in late filing of claims. · 
· Your committee's bill would prnvide that where a claim under sup

plementary medical insurance is not filed timely due to error of the 
Government or one of its agent!", the claim may Pevertheless be 
honored if filed as soon as possible after the facts in the case have 
been established. This proVIsion would assure that claimants would 
not be treated inequitably becau<;;e of such an error. 

This amendment would apply with respect to bills submitted and 
requests for payment made after March 1968. 

(i) Waiver of enrollment period reqnirements where individnal's rights 
were prejudiced by administrative error or inaction.-Under present law, 
an individual can enroll in the supplementary medical insurance pro
gram dudng his initial 7-month enrollment period, beginning with 
the third month before the month he attains age 65, or during any 
general enrollment period (during the first 3 months of each year), 
which begins within 3 years after the end of his initial enrollment 
period. (The committee's bill includes a provision which would elimin
ate the 3-year limit on enrollment. That provision is discussed im
mediately following discussion of this provision.) 

There have been some relatively rare cases in which it has been dis
covered that due to an action, inaction, or error on the part of thr 
Government an individual is in fact enrolled, or is in fact not enrolled. 
under supplementary medical insurance when both the individual and 
the Government had until then helieved that the reverse was trur. 

Although rare, such cases may be a cause of considerable hardship 
and distress to the individuals involved, and present law permits nn 
relief to be given. Your committee recognizes that enactment of th•' 
provision (discussed above) under which supplementary medical 
msurance enrollment would be automatic for individuals who arc 
entitled to hospital insurance would in all likelihood result in a lesser 
number of problem cases involving supplementary medical insur~nrc 
errollment than are encountered under present law. However, s1nc•· 
not all supplementary medical insurance enrollees will be entitled 11,' 

hospital insurance and therefore will not be automatically enrollr•: 
for supplementary medical insurance, it is reasonable to expect tlH·r•; 
will continue to be such problem situ.ations. It can also be expectt•C 
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oriod for ar. th••t some p~oblem cases involyi~g enrollment status may result from 
'good cau,,. tht! automatic em·ollment of ehg1ble persons. 
: the initi~>:t Your committee believes that where an individual's enrollment 

· ri<Yhts under supplementary medical insurance have been prejudiced 
tent of pr0• b~cnuse of the action, inactiOn or error on the part of the Government, 
enactrncnt .. ,l he sho~ld not be penalized or cr:used hardsh!P· The ~ill, therefore, 

ary med£ca tluthor1zes the Secretary to provide such equitable rchef as may be 
ror.-Unde; n('ccssary to correct or eliminate the effects of these situations, includ
medical in-. inO' (but not limited to) the establishment of a special initial or 

ar followin" t' ~nbsequent enrollment period, \"ith a coverage period determined on 
trpose, sen~ the basis thereof and with appropriate adjustments of premiu:::ts. 
? have beer; This provision would apply to all cases which have arisen since the 
Is adequate I bcO'inning of the program. · 
e claims. In (j) Elimination of provisions preventing enrollment in supple
ile a timely ~ mentary medical insurance program more than 3 years after first oppor
]overnmen't j tunity:-Vnder present law, an !ndi~dual can enroll for tl_J.e fir~t 
1·an official time m the supplementary mediCal msurance program durmg his 
tsurance en-~ initial 7-month enrollment period, beginning with the third month 

. . before the month he attains age 65, or during any general enrollment 
1 under sup- period (during the first 3 months of each year) which begins within 
error of the 3 years after the end of his initial enrollment period. A person whose 
ertheless be · enrollment has terminated may not enroll for the second time in sup-
.e case have plcmentary medical insurance unless he does so in a genm;al enrollment 
:umts would period which be~ins within 3 years after the effective date of such 
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termination. An mdividual may reenroll only once. , 
The 3-year enrollment limit was included in the law (as are other 

limitations on enrollment in the supplementary medical insurance pro
gram) in the interest of avoiding antiselection in case the enrollment 
under the program wAs not a very substantial proportion of people 
eligible to enroll. For example, substantial numbers of people who are 
relatively healthy might delay enrollment until they are well past age 
65 and have become siCk, at which point they would enroll and receive 
substantial benefits \'.'ithout having paid much in premiums. However, 
since there is now a 95-percent rate of participation in the program and 
since the vast majority of enrollees enroll at the earliest poss~ble time, 
there would seem to be no reason to retain the 3-year limit on enroll
ment. Further, present law provides that premiums for late enrollees 
are increased 10 percent for each full 12 months elapsed between the 
time they could have enrolled and actually do enroll and this provision 
would be retained. Such late-enrollment charges serve to prevent 
antiselection and to meet the higher costs associated with those who 
enroll at older ages. It is not intended, of course, that the months for 
which the law itself precluded individuals from enrolling or reenl'ol-
lingwould apply in determinin~ the late-enrollment charges. -

Your committee's bill would eliminate the 3-year limit with resl?ect 
to both initial enrollment and reenrollment after an initial termma
tion. Enrollment periods would remain as presently defined and the 
restriction limiting individuals who terminate enrollment to reenroll 
only once would be retained. 

This provision would apply to all those who are ineligible to enroll 
because of the 3-year limit in effeet under present law. 

(k) Waiver of recovery of incorrect payments from survivor who is 
without fault under me.iicare.-Under present law, an individual to 
whom (or on behalf of whom) a medicare overpayment is made is 

59-948 0----71-{1 
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subjected to rwovery action with respect to such overpayment, mentar'd 
except that the recovery action may be waived if the individual is ro.ld·reiH 
without fault and if recovery would defeat the purposes of the cash the Soc}ec 
&ocial security title (title II) of the Social Security Act or would be dependUJ= 
against equity and good conscience. If such individual dies, recovery ment. s a 
action is initiated as. necessary against any other individual who is which ;sor 
receiv ... ng cash social security benefits on the same earnings record insura: pre 
as the deceased overpaid beneficiary. In the lr.tt.er situation, however, indivifls (1 
waiver of recovery action is not permitted even though the surviving enroHpt) : 
beneficiary-a widow, for examplC<-is without. fault with respect to numbi; otl 
the overpayment. and 11enrol 

The Social Security Amendments of 1967 included a provision thus jy ha' 
which permitted recovery to be waived in the case of cash benefits if the fits u!er pm 
individual from whom recovery is being considered is without fault, und~oth pl 
even though the overpaid individual ,;·as at fault. However, the com- cor:r(ied, arc 
parable change with respect to medicare overpayments was not unne•lssary i 
made. As a result, there are situations in which, for example, an c r0 th <1.o , e p: 
overpayment made to a deceased beneficiary is the responsibility to mquire th1 
of his widow even though she was without fault in causing the over- nciuries be h2 
payment, whereas if the overpayment had been made to or on behalf ance Compar 
of the widow herself, the waiver provision would apply if she were ben :ficiaries , 
not Bit fault. · . not identified 

Your committee's bill would rectify this anomaly by permitting any fici:·ry does n 
individual who is liable for repayment of a medica.re overpayment to are submitted 
qualify for waiver of recovery of the overpaid amount if he is without suntnce Com] 
fault and if such recovery would defeat the purposes of title II or, payments. 
would be against equity and good conscience. I Your com1 

The provision would be effective upon enactment for overpayments ;Board shall 1 
outstanding at that time. , insurance _pre 

(l) Requ1"rement of minimum amount of claim to establish entitlement , program. Thi: 
to hearing under supplementary medical insurance program.-Under 'anrl administJ 
present law, people enrolled in the supplementary medical insurance 1prebent law. · 
program are assured an opportunity for a fair hearing ~y t~e carrier· Ret-irement B, 
when requests for payment under supplementary mediCal msurance :of servicing its 
are denied or are not acted upon with reasonable promptness, or when 1ment presenti 
the amount of the. payment is in controversy, re~ardless of the dollar SE-curity haviJ 
amount at issue. Experience under the program indicates that the , Retirement. B 1 

holding of a full fair hearing is unwarranted in cases where the amount 'Board to mak 
in controversy is relatively small. Carriers have reported cases involY- :between reaso 
ing $5 and $10 claims for which the cost of holding a fair hearing has ;mined by the 
exceeded $100. Approximately 45 percent of the hearings held since the reasonable ch1 
beginning of the program have involved an amount less than $100. Fur· ,these are det 
ther, regulations require carriers to have a reconsideration review of all Administrati01 
denied claims. Such review involves different claims personnel than; This provisi, 
those who acted on the original claim and should be sufficient protec· payable after t 
tion in small claims cases. . ! (n) Prosthet: 

Your committee's bill would require that a minimum amount of $100 'nedical insura:. 
be at issue before an enrollee in the supplementary medical insurance ire not coverc 
program will be granted a fair hearing by the carrier. ~tting and su 

The provision would be effective with respect to hearings requested. Y cur committ; 
after the enactment of the bilL lirnitation on c 

(m) Collection of supplementary medical insurance premittms from· The commit 
individuals entitled to both social security and railroad retiremen~ that a physici~ 
benefits. -Under present law, the responsibility for collecting supple· lllent for cover 
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:nentary medical insurance premiums for enrollees entitled to both rail-. 
jnnd retirement benefits and social security benefits is vested in either 
:hr Soci!IJ Security Administration or the Railroad Retirement Board, 
.j.>pending upon the circumstances of entitlement at the time of enroll
:nl'llt. This arrangement requires an administrative procedure unde:r 
11 hich persons so entitled can enroll i11 the supplementary medical 
insurance program with either agency. The result has been that some 
in•lividuals (because all the facts are not made known at the time of 
enrollment) are enrolled twice and have two different identifying 
nnmbers; others arc enrolled by the Social Security Administration 
11nd not enrolled by the Railroad Retirement Board, or vice versa, and 
thus may have two medicare cards-one showing entitlement to bene
fits under part A only and the other showing entitlement to benefits 
Hndcr both parts A and B. Such discrepancies, even though ultimately 
corrected, are a source of confusion to beneficiaries and a cause of 
unnecessary administrative expense. · 

Also, the processing of medical insurance claims is established so as 
to require that all claims submitted by or on behalf of railroad bene
l'eiaries be handled by a single carrier, presently the Travelers Insur
ance Company. Becau~e the account numbers assigned to railroad· 
teneficiaries who enroll with the Social Security Administrati..m are 
not identified as applying to railroad beneficiaries (because the bene
fieiary docs not make this known), many railroad beneficiary claims 
~~re submitted to other carriers and require rerouting to Travelers In
surance Company. This is expensive and a cause of delay in making 
payments. . 

Your committee's bill provides that. the Railroad Retirement 
Board shall be responsible for collection of supplementary medical 
insurance _premiums for all enrollees who are entitled und!}r that 
program. This change will eliminate the confusion, paymQjj:t delay, 
1.nd administrative expanse deriving from the related proVisions of 
present law. Your committee's bill als) provides that the Railroad 
Retirement Board shall contract with a ·:::arrier or carriers for purposes 
rJf servicing its beneficiaries with respect to part B benefits, an arrange
ment presently. in effect as a result of the Commissioner of. Social 
S~c~rity hfl.ving delc,gated his ~uthority to do thi~ to the ~ailroad 
Retrrement Board. 1' o,~r committee expects the Railroad Retrrewent 
Board to make continuing efforts tc assure that there is conformity 
between· reasonable charges for covered services as these are deter
rained by the carrier or carriers under contract with the Board and 
i·easonable charges for comparable se1vices in the same locality as 
these are determined by carriers acting for the Social Security 
Administration. · 

This provision wouH be effective for premiums becoming due and 
payable after the fourth month after the month of enactmem. 
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(n) Prosthetic lenses furnished by optometrists under supplementary 
.nedical insurance program.-Under present law, optometric services 
are not covered except with respec:, to services incidental to the 
fitting and supplying of prosthetic lenses ordered by a physician. 
Your committee's bill does not provide for any change in the present 
limitation on coverage of optometric snrvices. 

The committee believes, however, that the medicare req'lirement 
that a physician's prescription or order accompany requests for pay

, rnent for covered prof;thetic lenses when such lenses are fur~ished by 
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an optometrist unduly limits both patient and optometrist and should 
be eliminated. The patient's fre;~dom to choose either an ophthal
m,.,logist or an optometrist to furnish him with prosthetic lenses should 
no longer be restricted by this requirement. 

The committee bill would reccgnize the ability of an optometrist 
to determine a· beneficiary's need for prosthetic lenses by amending 
the definition of the term "physician" in title XVIII to include a 
doctor of optometry authorized to practice optometry by the State in 
which he furnishes services. An optometrist would be recognized as a 
"physicia:1" only for the purpose of attesting to the patient's need for 
prosthetic lenses. This change would not provide for coverage of serv
Ices performed by optometrists other than those covered under present 
law. 

The amendment would become effective upon enactment. 
(o) Prohibition agaimt requir'ing professional social workers in ex

tended care facilities under medicnre.-In order to participate as an 
extended care facility under the medicare program, institutions are 
no\v required to engage the services of a profe<>sional social worker. 
This requirement is not specified in the statute but was promulgated 
by the Secretary under his authority to establish conditions deemed 
necessary for the health and safety of patients. The regulation requires 
an extended care facility to designate one staff member to be responsi
ble for attending to medically related social problems of patients; if 
this staff member is not a qualified social worker (that is, one who was 
graduated from a school of social work accredited by the Council on 
Social Work Education), the fat;ility must have effective arrangements 
with a public or private agency (which may be a local welfare depart
ment) to provide social service consultation. Ill addition, a qualified 
social worker must participate in staff training programs, case con
ferences, and arrangements for staff orientation to community services 
to meet patients' needs. 

Your committee recognizes and appreciate;; the value of medical 
social services, particularly for the medicare patient receiving extended 
care, since these serv:ices promote emotional and social adjustment of 
the patient and his family, aid rehabilitation, and contribute to effec
tive discharge planning. However, the need to make such specialized 
services generally available from or under the direction of professional 
social workers can, in some cases, represent a substantial cost tO' the 
extended care facility which cannot be justified by the value derived 
by its total patient population. Your committee also notes that, 
although conditions for participation by hospitals include standards 
for a medical social service department, a hospital which does not have 
such a department may, nevertheless, be certified to participate in thi' 
program. It seems inconsistent with the medicare concept of movement 
of patients to progressively lower levels of care that provision of such a 
specialized ancillary service as medical social services would be optional 
for a hospital but required of an extended care facility. 

While agreeing that services of professional social workers are 
appropriate for medicare reimbursement to those extended care 
facilities which provide them to their patients, your committee believes 
that tlte individual facility should ha' e greater latitude in determining 
whether the medical social needs of its patient population require 
availability of professional assistance. ·Therefore, your committee's 
amendment would specify that ptovision of medical social services 
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would not be required as a condition of participation as an extended 
c11 re facility under the medicare program. Of course, where such 
;~·n·ices are being provided it is expected that they would conform to 
recognized standards. 

(p) Refunding of excess premiums under medicare.-Under present 
bw, where part B entitlement terminates due to the death of the 
enrollee, refund of any excess premiums is made, upon claim, to the 
k(Ynl representative of the enrollee's estate. If there is no legal repre
·~·~Jtative and it is reasonably certain that none will be appointed, 
rL•fund may be made, only upon claim, to a relative of the deceased 
on behalf of the estate. · 

It has come to the committee's attention that early in the program 
it was recognized that excess part B premiums paid by a deceased 
enrollee could be best disposed of, in those cases where there is no legal 
representative· of the deceased's estatt•,_ by adding them to benefits 
~ubsequently payable on the same medicare claims number or to those 
relatives who would (except for age or dependency requirements) be 
eligible on the sam~ record. However, the Office of General Counsel 
bas advised that this could not be dor.e in the absence of necessary 
authority in the law. Consequently, the much more cumbersome claims 
procedure has had to be used. Where tlwre is no claim for the excess 
premium payments, no refund is made. 

A similar problem is likely to exist with respect to premiums paid 
in advance under the provision of the bill which would provide, at a 
cost of $31 per month per enrollee, hospital insurance coverage for 
people who are age 65 and over and who are not eligible for suc!1 cov
erage under present law. 

The committee bill, therefore, would provide authority for the Sec
retary to dispose of excess supplementary medical insurance premiums 
tnd excess hospital instaance premiums in the same manner a~:; unpaid 
l'Jedical insurance benefits are treated. This provision would be 
effective upon enactment. - · 

(q) Waiver of requirement of registered professional nurses in skilled 
r.ursing homes in rural areas under med1:caid program.-Your commit
tee is concerned that an undue hardsi1ip may be imposed on skilled 
nursing homes in rural areas through implementation of the medicaid 
requirement that all such facilities have an organized nursing service 
under the direction of a full-time professional registered nlll'Se. In 
soveral rural areas such facilities would be unable to meet the 
medicaid requirements due to the scarcE- supply of nursing personnel 
in such areas. . 

your committee bill would therefore at: thorize waivers (for ur to one 
year at a time and ending no later than December 31, 1975) o there
quirements for skilled nursing homes in rural areas providing such 
homes make certain showings to the Secretary. Waivers would only be 
granted in those cases where (1) the nursing home is located in a rural 
area and the supply of other skilled nursing home services in such area 
is not sufficient to meet patient needs, (2) the failure _of such home to 
qualify \vould seriously reduce the ave,ilability of services to bene
ficiaries in the area, (3) the nursing home has and is continuing 
to make a good faith effort to comply with this requirement but 
SUl~h complitwce is impeded by. the lack of qualified nursing personnel 
in such area, and (4) the requirements were met for a regular de,ytime 
shift. 
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Your committee wishes to assure that in no case will this provision rise in hos1= 
result in the encouragement of substandard nursing services and that eligible for 
ever} effort i~ being made by the faci!iiies to comply with the nursing were establ 
requirements. Your con 

(r) Exemption of Christian Scienu sanatoriums from certain nursing of health c 
home requirements under medicaid.:_-iJnder present law, Christian Sci- ~1edicaid 1 
ence sanatoriums are permitted to participate in the medicaid program subst.antial 
as skilled nursing homes, and as such, are required to meet the general · estt.blished 
requirements established for skilled nursing homes. : Your co 

Your corr:~mittee believes that Christian Science sanatoriums, which 'ceiling on 
do not actu,1lly provide medical care, should not he required to have million effe 
a skilled nursing home administrator licensed by the State, to maintain The 50 per 
an organized nursing service under the direction of a registered nurse, (v) Stud'< 
to maintain detailed medical records, or to have diagnostic and other require the' 
service arrangements with general hospitals. The bill .would therefore, ed under f 
exempt Christian Science sanatoriums from the requirements for a tha study · 
licensed nursing home administrator and other inappropriate medical p:·actic ser
req-uirements of the medicaid program. Such sanitoriums will be ex- 11 .surance 1 
pected to continue to meet all applicable safety standards. li·nitations 

This provision would be effective upon enactment. amounts t• 
(s) Requirements for nursing home administrators.-Your committee ,•,udy wou1 

is concerned that persons who have demonstrated their capability as U$Sist in I 
nursing home admmistrators over a period of time should not be pre- necessary 
eluded from serving in this capacity because they fail to meet certain would be r 
formal requirements imposed for purposes of the medicaid program. ·.>ithin 2 Y• 
Your committee bill would, therefore, permit the States to establish a hi:. finding 
permanent waiver from such requirements for those persons who served ~ informatio1 
as nursing home administrators for the three-~'~ar period preceding >lans whic: 
the year the State established a program for the licensing of nursing · 
home administrators. C .• 

(t) Termination of National Advisory Council on Nursing Home 
Administration.-The 1967 Social Security Amendments required 
Stat-e licensure of nursing home administrators. The statute also 
established the National Advisory Council on Nursing Home Admin
istration in order to study, develop, and advise the Secretary and the 
States concerning matters relating to the qualifications, tramin~ and 
other areas related to a proper program of licensure. The Council was 
scheduled to terminate on December 31, 1971. 

Your committee has noted that the Council has essentially com· 
pleted its work and has passed a resolution to that effect. Thereforr 
your Committee bill would provide for the termination of the N a tiona! f 
Advisory Council on Nursing Home Administration thirty days after t 
enactment of this bill. It is expected that the :Medical Assistanc<' j 
Advisory Council would assume responsibility for any continuin~. j 
need for advice and assistance with respect to licensing of nursing 1

1
. 

home administrators. ~ 
(u) Increase in limitation. on payments to Puerto Rico for medicl11 

1 

assistance.-Under present lit~, Federal matching funds for Puerto 
Rico's, Medicaid expenditures a,re at the rate of 50 percent, e~c~p: 
that .,ne total amount of Federa~ funds ma.y not exceed $20 million 
in any fiscal year. . \ 

Your committee believes that the $20 miliion Federal maximum on 
Medicaid payments to Puerto Rico should be adjusted to reflect the 

Consiste 
···n a sount 
Loill would 
;Jrogram. 1~ 
;, in close : 
.n uctuarit 
'•1turc the 
;lJh· less f 
>:1tidl'd Ctl 

~!:.· hospit1 
"ntrihuti( 

'•\,-.{'-th<' 
·;. •liS nnd t 

(a) /no 
. ··,,.r,•:l~e it~ 

• 1~112, n 
:.!y provi 

; jl to lin 
:- ••.:lh in: 
t.< n J~<·n
'' ,\ i< I'll I 

': t~!c hit;' 



;ision 
that 

trsing 

trstng 
n Sci
>gram 
eneral 

which 
>have 
tintain 
nurse, 
l other 
:ref ore, 
;; for a 
nedical 
be ex-

omit tee 
>ility as 
be pre
, certain 
ro~ram. 
;ablish a 
oserved 
receding 
nursing 

121 

rise in hospital and health care costs, as well as the number of people 
eligible for Medicaid since 1967, when the ceiling and matchin6 rate 
were established. 

Your committee recognizes the effective improvement in the delivery 
of health care to the poor which has characterized the Puerto Rico 
~Iedicaid program and the fact that the cost of health care has 

I substantial1y increased since 1967 when the original ceiling was 
established. 

Your committee's bill would therefore provide that the Federal 
ceiling on title XIX payments to Puerto Rico be increased to $30 

! "1illion effective with the fiscal year 1972 and fiscal years thereafter. t The 50 percent Federal matching rate would remain unchanged. 
(v) Study of chiropractic coverage.-Your committee's bill would 

I 
require the ~ecretary to conduct a study of chiropractic services cover
ed under State plans approved under title XIX. The objectives of 
the study would be to determine whether and to what extent chiro
practic services should be covered under the supplementary medical 
msurance program of title XVIII, giving particular attentiOn to the 
limitations which shonld be placed on such coverage and on the 
amounts to be paid for whatever services might be provided. The 
study would include one or more demonstration projects designed to 
assist in providing (under controlled conditions) the information 
necessary to achieve the objectives of the study. The Secretary 
would be required to report the results uf the study to the Congress 
1\ithin 2 years after the date of enactment of this bill, together with 
1;;:;, findings and recomm:mdations based on the study, and m1 the 
irJormation he obtains concerning the experience of public and private 
pl'lns which now or did cover chiropractbservices. 

C. AcTUARIAL CosT EsTIMATES UNDER THE BrLL 
~g Home 
required 1. FINANCING 
ute also \ c . . h h r f . . . 1 . 1 . ' Admin- onsistent wit t e po ICY o mamtammg t te soCia security program .· 
~ d the . on a sound financial basip,, which has bef;n followed in the past, the 
r !1-n and ! bill would make provisi(lll for meeting the cost of the expanded 
nmTl was I prc·gram. At the present time, the social security cash benefits program 
unc i ish close actuarial balance, while the hcE;pital insurance program has 

11 • com- f fill 1ctuarial deficiency; that is, it is expected that over the long-range 
r~ efore i future the income to the hospital insurance program will be consider
' :~ional ! ably less than the costs of the prog:am. To meet the cost of the ~x
. N after! [lfinded cash benefits and hospital msurance programs ~tnd to !mug 
~aY.s tance! the hospital insurance program into actuarial balance, the; schedule of 
· ss~~nuincrl •· .. nt.ribution rates would be revised and the contribution and benefit 
:fn ~rsingi base-the maximum amount of annual eunings subject to contribu-
" n I tior.s and used in computing benefits-wodd be increased. 
· medical, . (g) I nc:rease in the contribution and benefit base.-The proposeq 
[ p erto!tncrease in the contribution and benefit b::1.s~ from $7,800 to $10,200 
or uce t~m 1972, rather than to $9,000 as provided in present law, would not 
:~~ !im~n:;nuy provide higher benefit~> at higher eamings levels, butalso would 
> lne!p to finance the changes made by the bill. An increase in the base 

. m on results in a reduction in the overall cost of ';he social security program 
lXlft: t the1l1S a percent of taxable payroll. This occurs because the benefits 
re c ro"ided are a hi~her percentage of earnings at the lower levels taan 

t t.he higl)_er levels, while the co~tqbution rate is a flat percentage of 
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SUBPART K 

Conditions of Pdrticipation; Extended Care 
Facilities 

NOTE: §§ 40S.ll01 to 40S.ll37 issued under sec
tiona 1102, 1861 (j), 1864, and 1871, 49 Stat. 647, 
as amended, 79 Stat. 317, 79 Stat. 326, 79 Stat. 
331; 42 U.S.C. 1302, 1395 ~• seq. 

405.1101 General.-( a l In order to participate 
as an extended care facility in the health insurance 
program for the aged, an institution must he an 
"extended care facility" within the meaning of 
section 1861 (j) of the Social Security Act. This 
section of the law states a number of specific re· 
quirements which must he met by participating 
extended care facilities and authorizes the Secretary 
of Health, Education, and Welfare to prescribe 
other requirements considered necessary in the in· 
terest of health and safety of beneficiaries. 

SEc. 1861. For purposes of this title-

• • • • • 
( j) The term "extended care facility" means (except 

for purposes of subsection ( a) ( 2) ) an institution I or a 
distinct part of an institution) which has in effect a trans· 
fer agreement (meeting the requirements of subs~ction 
( 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 relatt>d 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 
tc time by) a group of professional personnel, including 
one or more physicians and one or more rP.gistered pro
fessional 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 n.-eds in accordance with the policies de
veloped as provided in paragraph ( 2), and has at least one 
registered professional nurse employed full time; 

"40S.ll0l(d) 

( 7) provides appropriate methods and procedures for the 
dispensing B.nd administering of drugs and bic:logicals; 

(8) has in effe.:t 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 IB) 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 servir.es in such 
institution or relating to the physical facilities thereof as 
the Secretary may find necessary (subject to the second 
sentence of section 1863) ; 

except that such term shall not (other than for purposes of 
subsection (a) ( 2) ) include any institution which is primar· 
ily for the care and treatment of mental diseases or tubercu· 
losis. tor purposes of subsection (a) (2), such term in
cludes any institution_ which meets the requirements of 
paragraph ( 1) of this subsection. The term "extended care 
facility" also includes an institution described in paragraph 
Cl) of subsection ( y), to the extent and subject to the 
limitations provided in such subsection. 

. ' .. ~i 
(b) The requirements included in the statute and 

the additional health and safety requirements pre
scribed by the Secretary are set forth in the Con
ditions of Participation for Extended Care Facili· 
ties. An institution which meets all of the specific 
statutory requirements and which is found to be 
in substantial compliance with the additional condi· 
tions prescribed by the Secretary may, if it so 
desires, agree to become a participating extended 

care facility. ·~ 
or-t 

(c) The Secretary may, at the request of a 
State, approve higher health and safety require
ments for that State. Also, where a State or political 
subdivision imposes higher requirements on insti· 
tutions as a conditio~ for the purchase of services 
under a State plan .. approved under title I, XVI, 

or XIX of the Social Security Act, the Secretary is 
required to impose like requirements as a condition 
to the payment for services in such institutions in 
that State or subdivision. 

(d) (I) The extended care benefit provided hy 
the health insuranre program for the aged i:; in· 
tended to be a benefit for those persons who, though 
they no longer require the level of intensive care 



405.110l(e) 

ordinarily furnished in a general hospital, continue 
to need for medical reasons a level o} care entailing 
medically supervised skilled nursing and related 
services on a continuing basis in an institutional 
setting. The extended care benefit covers not only 
post.1cute hospitalization where the individual is 
convalescing or being rehabilitated but also those 
types of cases where the patient may continue to be 
severely ill and indeed have little or no prospect of 
recovery. (The physician's certification required 
by section 1814(a) (2) (D) of the Social Security 
Act is, in part, that the extended care facility serv-

' ices are required because the patient needs "skilled 
nursing care on a continuing basis" for any of the 
conditions for which he had just been previously 
hospitalized. Thus, a terminal cancer patient who 
may receive only palliative treatment but whose 
condition requires skilled nursing services available 
at all times would qualify for extended care bene
fits.) The underlying program purpose of the ex· 
tended care benefit is to encourage the most effec
tive and economical utilization of available medical 
care resources and facilities. Since it will be neces· 
sary for many aged patients who are hospitalized 
for intensive treatment of an acute phase of illness 
to undergo a period of medically supervised con· 
valescence or care in a facility which is staffed· 
and equipped to provide skilled nursing and other 
restorative services, the extended care benefit was 
provided to enable physicians to transfer patients 
(when the physician determines the transfer is med
ically appropriate)' to such facilities rather than 
allowing patients to continue unnecessarily to oc· 
cupy high-cost hospital beds. 

(2) Accordingly, an extended care facility, 
whether it is a distinct part of an institution or a 
separate institution, is a facility which provides a 
level of care distinguishable from the level of in· 
tensive care ordinarily furnished by a general hos
pital. This level of care is reflected in the conditions 
of participation. While the conditions c 1l for a 
wide range of specialized medical services and the 
employment by the facility in adequate numbers 
of a variety of paramedical and skilled nursing per
sonnel, the emphasis is on the provision of skilled ' 
nursing and related care rather than the type of 
care and treatment required in the acute phase of 
an illness. Similarly, although the legislative Ian· 
guage concerning rehabilitation services is the same 
with respect to hospitals and extended care facili
ties, the general concept of an extended care facility 
is that of an intermediate institution which provides 
post-hospital, subacute services. Hence, a rehabili
tation hospital would be equipped and staffed to 

. diagnose and evaluate the patient's disability and to 

initiate a rehabilitation regime. A rehabilitation ex
tended care facility, on the other hand, would he 
staffed and equipped to continue and modify such a 
regime during the patient's convalescence. 

( 3) Thus, neither the title used by an institutioh, 
nor the statute under which it is licensed. necessarily 
identifies its function as being that of either a hos
pital or an extended care facility in the context 

·of title XVIII. Its primary purpose and the way 
it carries out its program of services must he 
evaluated and determined. In the final analysis, the 
hospital is designed to initiate care, including diag
nosis and treatment. The extended care facility is 
designed to continue care, with appropriate modi
fications as the patient's condition changes. 

(e) Attention is invited to the requirements of 
Title VI of the Civil Rights Act of 1964 (78 Stat. 
252; P.L. 88-352) which provides that no person 
in the United States shall, on the ground of race, 
r.olor, or national origin be excluded from partici
pation in, be denied the benefits of, or he subject 
to discrimination under any program or activity 
receiving Federal financial assistance (sec. 601), 
and to the implementing regulation issued by the 
Secretary of Health, Education, and Welfare with 
the approval of the President (Part 80 of this 
title). 

405.ll02 Conditions of Participation; Gen
erai.-F or an institution to be eligible for partici
pation in the program, it must meet the statutory 
requirements of section 1861(j) and there must be 
a finding of substantial compliance on the part of 
the institution with all the other conditions. These 
conditions which include both the statutory require· 
ments and the additional health and safety require
ments prescribed by the Secretary are set forth 
in ~§ 405.1120 through 405.1137. They are re
quirements relating to the quality of care and the 
adequacy of the services and facilities which the 
institution provides. Variations in the type and 
size of the institutions and the natur.e and scope 
of services offered will be reflected in differences 
in the details of organization, staffing, and facilities. 
However, the test is whether there is substantial 
compliance with the prescribed conditions of par· 
ticipation. 

405.ll 03 Standards; General.-As a basi~ 

for a determination as to whether or not there 
is substantial compliance with the prescribed con· 
ditions in the case of any particular extended cart> 

facility, a series of standards, almost all interprt'ted 
by explanatory factors, are listed under each con· 
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clition. These standards represent a broad range 
and variety of activities which such facilities may 
undertake or be pursuing in order to carry out the 
functions embodied in the conditions. Reference 
to these standards will enable the State agency sur
veying a facility to document the activities of the 
institution, to establish the nature and extent of 
its deficiencies, if any, with respect to any particular 
function, and to assess the facility's need for im· 
provement in relation to the prescribed conditions. 
In substance, the appiication of the standards, 
together with the explanatory factors, will indicate 
the extent and degree to which an extended care 
facility is complying with each condition. 

405.1104 Certification by State Agency.
(a) The Health Insurance for the Aged Act pro
vides that the services of State agencies, operating 
under agreements with the Secretary, will be used 
by the Secretary in determining whether institu
tions meet the conditions of participation. Pursuant 
to these agreements, State agencies will certify to 
the Secretary, extended care facilities which, are 
found to he in substantial compliance with the con
ditions. Such certifications shall include findings 
as to whether each of the conditions is substantially 
met. The Secretary, on the basis of such certifica
tion from the State agency, will determine whether 
or not an institution is an extended care facility 
eligible to participate in the health insurance pro
gram as a provider of services. 

(b) The d~cisions of the State agency represent 
recommendations to the Secretary. Notice of de
termination of eligibility or noneligihility made by 
the Secretary on the basis of a State agency deci
sion will be sent to the institution concerned by the 
Social Security Administration after such review 
and professional consultation with the Public 
Health Service as may he required. If it is deter· 
mine~. that the institution does not comply with the 
conditions of participation, the institution may re
quest that the determination he reviewed. For pro
cedures relating to the appeals process see Subpart 
0 of this Part 405. ' 

(Par. (b) amended 12-18--68.) 

405.1105 Principles for the Evaluation of 
Extended Care Facilities to Determine 
Whether They Meet the Conditions of Partici
pation.-Extended care facilities will he considered 
in substantial compliance with the conditions of 
participation upon acceptance by the Secretary of 
findings, adequately documented and certified to 
by the State agency, showing that: 

(a) The facility meets the specific statutory re· 

quirements of section 1861 (j) and is found to be 
operating in accordance with all other conditions 
of participation with no signfiicant deficiencies, or 

(b) The facility meets the specific statutory re
quirements of section 1861 (j) hut is found to have 
deficiencies with respect to one or more other con• 
ditions of participation which: 

(l) It is making reasonable plans and efiorts to 
correct, and 

(2) Notwithstanding the deficiencies, is render
ing adequate care and is without hazard to the 
health and safety of individuals being served, taking 
into account special procedures or precautionary 
measures which have been or are being instituted. 

405.1106 Time Limitations on Certifica .. 
tions of Substantial Compliance.-(a) AU 
initial certifications by the State agency to the efiec~ 
that an extended care facility is in substantial com· 
pliance with the conditions of participation will 
he for a period of 1 year, beginning with January 
1, 1967, or if later, with the date on which the 
facility is first found to he in substantial compliance 
with the conditions. State agencies may visit or 
resurvey institutions where necessary to ascertain 
continued compliance or to accommodate to pe· 
riodic or cyclical survey programs. A Statt find
ing and certification to the Secretary that an in· 
stitution is no longer in compliance may occur 
within a 1-year or subsequent period of certification 
and will thereby terminate the State certification 
as to compliance. 

(b) If an extended care facility is in substantial 
compliance under the provisions of § 405.1105 (b), 
the following information will he incorporated in 
the Secretary's finding and into the notice of eligi· 
hility to the facility: 

(1) A statement of the deficiencies which were 
found, and 

(2) A description of progress which has been 
made and further action which is being taken to 
remove the deficiencies, and 

(3) A scheduled time for a resurvey of the insti• 
tution to he conducted not later . than the ninth 
month (or earlier, depending on the nature of the 
deficiencies) of the period of certification. 

(Par. (b) amended 12-18--68.) 

405.ll07 Certification of Noncompliance. 
-(a) The State agency will certify that an insti· 
tution is not in compliance with the conditions of 
participation or, where a determination of eligibil
ity has been made, that an institution is no longer 
in compliance where: 
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(1) The institution is not in compliance with 
one or more of the statutory requirements of sec· 
tion 1861 (j), or 

(2) The institution has deficiencies of such char
acter as to seriously limit the capacity of the insti
tution to render adequate ~are or to place health 
and safety of individuals in jeopardy, and consulta
tion to the institution has demonstrated that there 
is no early prospect of such significant improve· 
ment as to establish substantial compliance as of 
a later beginning date, or 

(3) After a previous period or· part thereof for 
which the institution was certified under circum
stances outlined in § 405.1105( b), there is a lack 
of progress toward a removal of deficiencies which 
the State agency finds are adverse to the health and 
safety of individuals being served. 

(b) If, on the basis of a State &gency certifica· 
tion, it is determined by the Secretary that the in
stitution does not substantially meet, or no longer 
substantially meets, the conditions of participation, 
an agreement for participation may not be accept· 
ed for filing, or if filed, may he terminated. The in
stitution may request that the determination be re
viewed. For procedures relating to the appeals 
process, see Subpart 0 of this Part 405. 

(Section heading and par. (b) amended 12-18-68.) 

405.1108 Criteria for Determining Snbstan· 
tial Compliance.-Findings made by a State 
agency as to whether an extended care facility 
is in substantial compliance with the conditions of 
participation require a thorough evaluation of the 
degree to which operation of a facility demonstrates 
adequate performance of the functions which are 
embodied in the conditions. The State evaluation 
will take into consideration: 

(a) The degree to which each standard, as well 
as the total set of standards relating to a condition 
of participation, is met; 

(b) When there is a deficiency in meeting a 
standard, whether the deficiency is one concerning 
the statutory req~irements which must be met by 
all extended care facilities (sec. 1861 (j)) ; ' 

(c) Whether the deficiency creates a hazard to 
health and safety; and 

(d) \Vhether the facility is making reasonable 
plans and efforts to correct the deficiency within a 
reasonable period. 

405.1109 Documentation of Findings.-The 
findings of the State agency with respect to each 
of the conditions of participation should be ade
quately documented. Where the State agency cer-

tification to the Secretary is that an institution is 
not in compliance with the conditions of partici
pation, such documentation should include a report 
of all consultation which has been undertaken in 
an effort to assist the institution to comply with 
the conditions, a report of the institution's responses 
with respect to the consultation, and the State agen
cy's assessment of the prospects for such improve
ments as to enable the institution to achieve sub
stantial compliance with the conditions. 

405.1110 Authorization for Special Certifi· 
cation.- (a) Where, because of the absence of 
any participating extended care facility or hospital 
in an area, the denial of eligibility of an institution 
to participate in the program would result in bene
ficiaries not having access to needed services, an 
institution may, upon recommendation by the State 
agency, be approved by the Secretary as an ex
tended care facility. Such approval will be granted 
only where there are no deficiencies ·of such char
acter and seriousness as tQ place health and safety 
of individuals in jeopardy. An institution receiving 
this special approval shall furnish information 
showing the extent to which it is making the best 
use of its resources to improve its quality of care. 
Resurveys of such institutions will be made at 
least semiannually. 

(b) Each case will have to be decided on its 
individual merits; and while the degree and extent 
of compliance will vary, the institution must, as 
a minimum, meet all of the statutory conditions in 
section 1861(j) {1)-(9), in addition to meeting 
such other requirements as the Secretary finds nec
essary under section 1861 (j) ( lO). 

405.1120 Condition of Participation-Com· 
pliance With State and Local Laws.-The ex
tended care facility is in conformity with all appli· 
cable Federal, State, and local laws, regulations 
and similar requirements. 

(a) Standard; Licensing of lnstitution.-In any 
State in which State or applicable local law provides 
for the licensing of extended care facilties, the 
institution l1) is licensed pursuant to such law, 
or (2) is approved by the agency of the State or 
locality responsible for Hcensing such institutions, 
as meeting the standards established for such li
censing. 

(b) Standard; Licensing of Staf].-Staff of the 
extended care facilty is currently licensed or regis
tered in accordance with applicable laws. 

(c) Standard; Conformity With Laws.-The ex
tended care facility is in conformity with laws re· 
lating to fire and safety, communicable and report
able diseases, and other relevant matters. 

"~·-··--.-~_.. .. _____________________________ _ 
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405.ll2l Condition of Partidpation-Ad
ministrath·e :\lanagement.-The extended care 
facility has an effective governing body legally re· 
spon~ible for the conduct of the facility, which 
desil!nates an administrator and establishes adminis
trative policies. However, if the extended care 
facility does not have :m organized governing body, 
the persons legally responsible for the conduct of 
the extended care facility carry out or have carried 
out the functions herein pertaining to the governing. 
body. 

(a) Standard; Governing Bod,-.-There is a 
governing body which assumes full legal responsi
bility for the overall conduct of the facility. The 
factors explaining the standard are as follows: 

( 1) The ownership of the facility is fully dis· 
closed to the State agency. In the case of corpora
tions, the corporate officers are made known. 

(2) The governing body is responsible for com
pliance with the applicable laws and regulations of 
legally authorized agencies. 

(b) Standards; Full-Time Administrator.-The 
governing body appoints a full-time administrator 
who is qualified by training and experience and 
delegates to him the internal operation of the facil
ity in accordance with established policies. The 
factors explaining the standard are as follows: 

( 1) The administrator is at least 21 years old, 
capable of making mature judgments, and has no 
physical or mental disabilities or personality dis
turbances which interfere with carrying out his 
responsibilities. 

(2) It is desirable for the administrator to have 
a minimum of a high school education, to have 
completed courses in administration or manage
ment and to have had at least 1 year of work ex
perience including some administrative experience 
in an extended care facility or related health pro-
gram. • 

( 3) The administrator's responsibilities for pro
curement and direction of competent personnel are 
clearly defined. 

1 

( 4) An individual competent and authorized to 
act in the absence of the administrator is desig
nated. 

( 5) The administrator may be a member of the 
governing body. 

(c) Standard; Personnel Policies. -There are 
written personnel policies, practices, and procedures 
that adequately support sound patient care. The 
factors explaining the standard are as follows: 

40S.ll22(a) 

( 1) Current employee records are maintained 
and include a resume of each employee's training 
and experience. 

( 2) Files contain evidence of adequate health 
supervision such as results of preemployment and 
periodic physical examination, including chest 
X-nys, and records of all illnesses and accidents 
occurring on duty. 

( 3) Work assignments are consistent with qual
ifications. 

(d) Standard; Notification of Changes in Pa
tient Status.-The;e are appropriate 'Hi !ten policies 
and procedures relating to notification of respon· 
sible persons in the event of significant change in 
patient status, patient charges, billings, and other 
related administrative matters. The factors ex
plaining the standard are as follows: 

( 1) Patients are not transferred or discharged 
without prior notification of next of kin or sponsor. 

(2) Information describing the care and services 
provided by the facility is accurate and not mis
leading. 

405.1122 Condition of Participation-Pa
tient Care Policies.-There are policies to govern 
the skilled nursing care and related medical or other 
services provided, which are developed with the 
advice of professional personnel, including one or 
more physicians and one or more registered pro
fessional nurses. A physician, a registered profes
sional nurse, or a medical staff is responsible for 
the execution of these policies. 

(a) Standard; Policies Regarding Nursing and 
Medical Care.-(1) The extended care facility has 
written policies which are developed with the ad
vice of (and with provision for review of such 
policy from time to time by) a group of profes· 
sional personnel, including at least one or more 
physicians and one or more registered professional 
nurses, to govern the skilled nursing care and re· 
lated medical or other services it provides. Policies 
reflect awareness of and provision for meeting the 
total needs of patients. These are reviewed at least 
annually and cover at least the following: 

(i) Admission, transfer, and discharge policies 
including categories of patients accepted and not 
accepted by extended care facility. 

(ii) Physician services. 
(iii) Nursing services. 
( iv) Dietary services. 
( v) Restorative services. 
(vi) Pharmaceutical services. 
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(vii) Diagnostic services. 
(viii) Care of patients in an emergency, during 

a communicable disease episode, and when critically 
ill or mentally disturbed. 

( ix) Dental services. 
( x) Social services. 
(xi) Patient activities. 
(xii) Clinical records. 
( xiii) Transfer agreement. 
( xiv) Utilization review. 
(2) The factors explaining the standard are as 

follows: 

(i) It is desirable that the group of professional 
personnel responsible for patient care policies in
cludes health personnel such as social workers, 
dietitians, pharmacists, speech pathologists and 
audiologists, physical and occupational therapists, 
and mental health personnel. Pharmacy policies 
and procedures are preferably developed with the 
advice of a subgroup of physicians and pharma
cists, serving as a pharmacy and therapeutics com
mittee. 

(ii) Some members of this group are neither 
owners nor employees of the facility. 

(iii) The group meets at regularly scheduled in
tervals and minutes of each meeting are recorded. 

(iv) The group may serve one or more facili
ties. 

(b) Standard; Responsibilities; Execution of Pa
tient Care Policies.-The extended care facility has 
a physician, a registered professional nurse, or a 
medical staff responsible for the execution of pa
tient care policies established by the professional 
group referred to in paragraph (a) (I) of this sec
tion. The factors explaining the standard are as 
follows: 

(1) If the organized medical staff is responsible, 
an individual physician is designated to maintain 
compliance with overall patient care policies. 

(2) If a registered professional nurse is respon
sible, the facility makes available an advisory phy-. 
sician from whom she receives medical guidance. 

405.ll23 Condition of Participation-Phy
sician Services.-Patients in need of skilled nurs
ing care are admitted only upon the recommenda
tion of a physician; their health care continues 
under the supervision of a physician; and the facil
ity has a physician available to furnish necessary 
medical care in case of emergency. 

(a) Standard; Medical Findings and Physicians' 
Orders.-There is made available to the facility, 

prior. to or at the time of admission, patient in
formation which includes current medical findings, 
diagnoses, rehabilitation potential, a summary of 
the course of treatment followed in the hospital, and 
orders from a physician for the immediate care of 
the patient. The factors explaining the standard· 
are as follows: 

(I) If the above information is not available in 
the facility upon admission of the patient, it is 
obtained by the facility within 48 hours after ad
mission. 

(2) If medical orders for the immediate care of 
a patient are unobtainable at the time of admis
sion, the physician with responsibility for emer
gency care gives temporary orders. 

( 3) A current hospital discharge summary con
tain!· .; the above information is acceptable. 

( b i Standards; Supervision by Physician.-The 
facility has a requirement that the health care of 
every patient is under the supervision of a physician 
who, based on an evaluation of the patient's im
mediate and long-term needs, prescribes a planned 
regimen of medical care which covers indicated 
medications, treatments, restorative services, diet, 
special procedures recommended for the health and 
safety of the patient, activities, plans for continuing 
care and discharge. The factors explaining the 
standard are as follows: 

( 1) The . medical evaluation of the patient is 
based on a physical examination done within 48 
hours of admission unless such examination was 
performed within 5 days prior to admission. 

(2) The charge nurse and other appropriate per
sonnel involved in the care of the patient assist in 
planning his total program of care. 

(3) The patient's total program of care is re
viewed and revised at intervals appropriate to his 
needs. Attention is given to special needs of pa
tients such as foot, sight, speech, and hearing prob
lems. 

( 4) Orders concerning medications and treat
ments are in effect for the specified number of days 
indicated by the physic.ian hut in no case exceed a 
period . of 30 days unless recorded in writing by 
the physician. 

(5) Telephone orders are accepted only when 
necessary and only by licensed nurses. Telephone 
orders are written into the appropriate clinical 
record by the nurse receiving them and are counter
signed by the physician within 48 hours. 

( 6) Patients are seen by a physician at least 
once overy 30 days. There is evidence in the clin
ical record of the physician's visits to the patient 
at appropriate intervals. 

• 
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( 7) There is evidence in the clinical record that 
the physician has made arrangements for the med
ical care of the patient in the physician's absence. 

( 8) To the extent feasible, each patient or his 
sponsor designates a personal physician. 

(c) Standard; Availability of Physicians for 
Emergency Care.-The extended care facility pro· 
vides for having one or more physicians available 
to furnish necessary medical care in case of emer· 
gency if the physician responsible for the care of 
the patient is not immediately available. A sched
ule listing the names and telephone numbers of 
these physicians and the specific days each is on 
call is posted in each nursing station. There are 
established procedures to be followed in an emer· 
gency, which cover immediate care of the patient, 
persons to be notified, and reports to be prepared. 

405.1124 Condition of Participation
Nursing Services.-The extended care facility 
provides 2-t-hour nursing service which IS suf· 
ficient to meet the nursing needs of all patients. 
There is at least one registered professional nurse 
employed full time and responsible for the total 
nursing service. There is a registered professional 
nurse or licensed practical nurse who is a graduate 
of a State approved school of practical nursing in 
charge of nursing activities during each tour of 
duty. The terms "licensed practical nurse(s)" and 
"practical nursing" as used in this section are 
synonymous with "licensed vocational nurse ( s)" 
and "vocational nursing." 

(a) Standard; Full-Time Nurse.-There is at 
least one registered professional nurse employed 
full time. If there is only one registered profes· 
sional nurse, she serves as director of the nursing 
service, works full time during the day, and devotes 
full time to the nursing service of the facility. If 
the director of nursing has administrative respon· 
sibility for the facility, she has a professional nurse 
assistant so that there is the equivalent of a full· 
time director of nursing service. The diredor of 
nursing service is trained or experienced in areas 
such as nursing service administration, rehabilita· 
tion nursing, psychiatric or geriatric nursing. 

(b) Standard; !Ji; ector of Nursing Service.
The director of the nursing service is responsible 
for: 

(I) Developing and/or maintaining nursing 
service objectives, standards of nursing practice, 
nursing procedure manuals, and written job de
scriptions for each level of nursing personnel; 

(2) Recommending to the administrator the 
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number and levels of nursing personnel to be em· 
ployed, participating in their recruitment and selec
tion, and recommending termination of employ
ment when necessary; 

( 3) Assigning and supervising all levels of nurs
ing personnel; 

( 4) Participating in planning and budgeting for 
nursing care; 

(5) Participating in the development and imple
mentation of patient care policies and bringing 
patient care problems requiring changes in policy 
to the attention of the professional policy advisory 
groups; 

( 6) Coordinating nursing services with other 
patient care services such as physician, physical 
therapy, occupational therapy, and dietary; 

(7) Planning and conducting orientation pro
grams for new nursing personnel, and continuing 
inservice education for all nursing personnel; 

(8) Participating in the selection of prospective 
patients in terms of nursing ·services they need and 
nursing competencies available; 

( 9) Assuring that a nursing care plan is estab
lished for each patient and that his plan is reviewed 
and modified as necessary. 

(c) Standard; Supervising Nurse.-Nursing care 
is provided by or under the supervision of a full
time registered professional nurse currently licensed 
to practice in the. State. The factors explaining the 
standard are as follows : 

( 1) The supervising nurse is trained or experi
enced in areas such as nursing administration and 
supervision, rehabilitation nursing, psychiatric or 
geriatric nursing. 

(2) The supervising nurse makes daily rounds 
to all nursing units performing such functions 
as visiting each patient, reviewing clinical records, 
medication cards, patient care plans and staff as
signments, and to the greatest degree possible ac
companying physicians when visiting patients. 

(d) Standard; Charge Nurse.-There is at least 
one registered professional nurse or qualified li
censed practical nurse who is a graduate of a State
approved school of practical nursing on duty at all 
times and in charge of the nursing activities dur
ing each tour of duty. The factors explaining 
the standard are as follows: 

( 1) A State-approved school of practical nursing 
is one whose standards of education meet those 
set by the appropriate State nurse licensing author
ity. 

(2) Some State laws grant practical nurse li· 
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censure (nonwaivered) to certain individuals who 
have an educational background considered to be 
equivalent to graduation from a State-approved 
school of practical nursing. Such licensure determi· 
nation is made by the appropriate State nurse licens· 
ing authority on the basis of evaluation of the 
individual's educational achievements, as well as on 
successful completion of the appropriate State li· 
censing examination. Licensure under such con· 
ditions may be accepted as meeting the require· 
ment of graduation from a State-approved school 

.. of practical nursing. 
( 3) It is desirable that the nurse in charge of 

each tour of duty he trained or experienced in 
areas such as nursing administration and super· 
vision, rehabilitation nursing, psychiatric or geri· 
atric nursing. 

( 4) The charge nurse has the ability to recog· 
nize significant changes in the condition of pa· 
tients and to take necessary action. 

( 5) The charge nurse is responsible for the 
total nursing care of patients ·during her tour of 
duty. 

(e) Standard; 24-Hour Nursing Service.-Tbere 
is 24-hour nursing service with a .sufficient number 
of nursing personnel on duty at all times to meet 
the total needs of patients. The factors explaining 
the standard are as follows: 

( 1) Nursing personnel include registered pro· 
fessional nurses, licensed practical nurses, aides and 
orderlies. 

(2) The amount of nursing time available for 
patient care is exclusive of nonnursing duties. 

( 3) Sufficient nursing time is available to assure 
that each patient: 

(i) Receives treatments, medications and diet as 
prescribed ; 

(ii) Receives proper care to prevent decubiti and 
is kept comfortable, clean, and well-groomed; 

(iii) Is protected from accident and injury by 
the adoption of indicated safety measures; 

( iv) Is treated with kindness and respect. 
I 

( 4) Licensed practical nurses, nurses' aides, and 
orderlies are assigned duties consistent with their 
training. and experience. 

(/) Standard; Restorative Nursing Care.-There 
is an active program of restorative nursing care di
rl:"r·ted toward assisting each patient to achieve and 
11\;tintain his highest level of self care and inde· 
i"·ndrr.ce. The factors explaining the standard are 
•• fuHows: 

'liRest · · ··· d" h h orahve nursmg care mtbate m t e os· 

pita} is continued immediately upon admission to 
the extended care facility. 

( 21 Nursing personnel are taught restorative 
nursing measures and practice them in their daily 
care of patients. These measures include: 

(i I Maintaining good body alignment and 
proper positioning of bedfast patients; 

(ii) Encouraging and assisting bedfast patients 
·to change positions at least every 2 hours day and 
night to stimulate circulation, and prevent decubiti 
and deformities; 

(iii) Making every effort to keep patients active 
and out of bed for reasonable periods of time, ex· 
cept when contraindicated by physicians' orders, 
and encouraging patients to achieve independence 
in activities of daily living by teaching self care, 
transfer and amhulation activities; 

(iv) Assisting patients to adjust to their dis· 
abilities, to use their prosthetic devices, and to re· 
direct their interests if necessary; 

( v) Assisting patients to carry out prescribed 
physical therapy exercises between visits of the 
physical therapist. 

( 3) Consultation and instruction in restorative 
nursing available from State or local agencies are 
utilized. 

(g) Standard; Dietary Supervision. - Nursing 
personnel are aware of the dietary needs and food 
and fluid intake of patients. The factors explain· 
ing the standard are as follows: 

( 1) Nursing personnel observe that patients are 
served diets as prescribed. 

(2) Patients needing help in eating are assigned 
promptly upon receipt of meals. 

(3) Adaptive self-help devices are provided to 
contribute to the patient's independence in eating. 

(4) Food and fluid intake of patients is observed 
and deviations from normal are reported to the 
charge nurse. Persistent unresolved problems are 
reported to the physician. 

(h) Standard; Nursing Care Plan.-There is a 
written nursing care plan for each patient based 
on the nature of illness. treatment prescribed, long· 
and short-term goals and other pertinent informa· 
tion. The factors explaining the standard are as 
follows: 

·( 1) The nursing care plan is a personalized, 
daily plan for individual patients. lt.indicates what 
nursing care is needed, how it can best be accom
plished for each patient, how the patient likes things 
done, what methods and appJ:oaches are most suc· 

• 
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cessful, and what modifications are necessary to 
insure best results. 

(2) Nursing care plans are available for use 
by all nursing personnel. 

(3) NurEing care plans are reviewed and revised 
as needed. 

(4) Relevant nursin;; information from the nurs
ing care plan is included with other medical in
formation when patients are tranferred. 

(i) Standard; lnservice Edur:ational Program._:_ 
There is a continuing inservice educational program 
in effect for all nursing personnel in addition to 
a thorough job orientation for new personnel. Skill 
training for nonprofessional nursing personnel be
gins during the orientation period. The factors 
explaining th.e standard are as follows: 

(1) Planned inservice programs are conducted 
at regular intervals for all nursing personnel. 

(2) All patient care personnel are instructed and 
supervised in the care of emotionally distUibed and 
confused patients, and are helped to understand 
the social aspects of patient care. 

(3) Skill training includes demonstration, prac
tice, and supervision of simple nursing procedures 
applicable in the individual facility. It also in
cludes simple restoraRve nursing procedures. 

(4) Orientation of new personnel includes a re
view of the procedures to be followed in emer
gencies. 

(5) Opportunities are provided for nursing per
sonnel to attend training courses in restorative nurs
ing and other educational programs related to the 
care of long-term patients. 

405.1125 Condition of Participation-Di
etary Services.-The dietary service is directed 
by a qualified individual and meets the daily dietary 
needs of patients. An extended care facility which 
has a contract with an outside food management 
company may be found to meet this condition of 
participation provided the company has a •dietitian 
who serves, as required by the scope and complex
ity of the service, on a full-time, part-time or con· 
sultant basis to the extended care facility, and,pro· 
vided the company maintains standards as listed 
herein and provides for continuing liason with the 
medical and nursing staff of the extended care fa
cility for recommendations on dietetic policies af
fecting patient care. 

(a) Standard; Dietary Supervision.-A person 
designated by the administrator is responsible for 
the total food service of the facility. If this person 

is not a professional dietitian, regularly scheduled 
consultation from a professional dietitian or other 
person with suitable training is obtained. The fac· 
tors explaining the standard are as follows: 

( 1) A profes:;ional dietitian meets the Ameri
ican Dietetic Association's qualification standards. 

(2) Other persons with suitable training are 
graduates of baccalaureate degree programs with 
major studies in food and nutrition. 

(3) The person in charge of the dietary service 
participates in regular conferences with the admin
istrator and other supervisors of patient seHices. 

( 4) This person makes recommendations con· 
cerning the quantity, quality and variety of food 
purchased. 

( 5) This person is responsible for the orienta
tion, training and supervision of food service em
ployees, and participates in their selection and in 
the formulation of pertinent personnel policies. 

(6) Consultation obtained from self-employed 
dietitians or dietitians employed in voluntary or 
official agencies is acceptable if provided on a fre
quent and regularly scheduled basis. 

(b) Standard; Adequacy of Diet Sta!J.-A suf· 
ficient number of food service personnel are . em· 
ployed and their working hours are scheduled to 
meet the dietary needs of the patients. The factors 
explaining the standard are as follows: 

(l) There are food service employees on duty 
over a period of 12 or more hours. 

(2) Food service employees are trained to per
form assigned duties and participate in selected in· 
service education programs. 

( 3) In the event food service employees are 
assigned duties outside the dietary dep:utment, these 
duties do not interfere with the sanitation, safety, 
or time required for dietary work assignments. 

(4) Work assignments and duty schedules are 
posted. 

(c) Standards; Hygiene of Diet Sta!J.-Food 
service personnel are in good health and practice 
hygienic food handling techniques. The factors 
explaining the standard,; are as follows: 

(l) Food service personnel wear clean washable 
garments, hairnets, or clean caps, and keep their 
hands and fingernails clean at all times. 

(2) Routine health examinations at least meet 
local, State, or Federal codes for food service per· 
sonnel. \Vhere food handlers' permits are required, 
they are current. 
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(3) Personnel having symptoms of communica
ble diseases or open infected wounds are not per
mitted to work. 

(d) Standard; Adequacy of Diet.-The food and 
nutritional needs of patients are met in accordance 
with physicians' orders, and, to the extent med
ically possible, meet the dietary allowances of the 
Food and Nutrition Board of the National Research 
Council adjusted for age, sex and activity. A daily 
food guide for adults may be based on the following 
allowances: 

(1) Milk: Two or more cups. 

(2) Meat group: Two or more servings of beef, 
veal, pork, lamb, poultry, fish, eggs. Occasionally 
dry beans, nuts, or dry peas may be served as alter· 
nates. 

( 3) Vegetab~e and fruit group, four or more 
servings: A citrus fruit or other fruit and vegetable 
important for Vitamin C; a dark green or deep 
yellow vegetable for Vitamin A, at least every other 
day; other fruits and vegetables including potatoes. 

(4) Bread and cereal group: Four or more serv· 
ings of whole grain, enriched or restored. 

( 5) Other foods to round out meals and snacks, 
to satisfy individual appetites and provide addi· 
tiona! calories. 

(e) Standard; Therapeutic Diets.-Therapeutic 
diets are prepared and served as prescribed by the 
attending physician. The factors explaining the 
standard are as follows: 

( 1) Therapeutic diet orders are planned, pre· 
pared, and served with supervision or consultation 
from a qualified dietitian. 

(2) A current diet manual recommended by the 
State licensure agency is readily available to food 
service personnel and supervisors of nursing serv· 
ice. 

(3) Persons responsible for therapeutic diets 
have sufficient knowledge of food values to make 
appropriate substitutions when necessary. 

(J) Standard; Quality of Food.-At least three 
meals or their equivalent are served daily, at regu· 
lar times, with not more than a 14-hour span be
tween a substantial evening meal and breakfast. 
Between-meal or bedtime snacks of nourishing qual
ity are offered. If the "four or five meal a day" 
plan is in effect, meals and snacks provide nutri
tional value equivalent to the daily food guide pre· 
-viously described. 

(g) Standard; Planning of Menus.-Menus are 

planned in advance and food sufficient to meet the 
nutrition needs of patients is prepared as planned 
for each meal. When changes in the menu are 
necessary, substitutions provide equal nutritive 
value. The factors explaining the standard are as 
follows: 

( 1) Menus are written at least 1 week in ad· 
· vance. The current week's menu is in one or more 
accessible places in the dietary department for easy 
use by workers purchasing, preparing, and serving 
foods. 

(2) Menus provide a sufficient variety of foods 
served in adequate amounts at each meal. Menus 
are different for the same days of each week and 
are adjusted for seasonal changes. 

(3) Records of menus as served are filed and 
maintained for 30 days. 

(4) Supplies of staple foods for a minimum of 
a 1-week period and of perishable foods ~or a min
imum of a 2-day period are maintained on the 
premises. 

( 5) Records of food purchased for preparation 
are on file. 

(h) Standard; Preparation of Food.-Foods are· 
prepared by methods that conserve nutritive value, 
flavor, and appearance, and are attractively served 
at the proper temperatures and in a form to meet 
individual needs. The factors explaining the stand· 
ard are as follows: 

(1} A file of tested recipes, adjusted to appro
priate yield, is maintained. 

( 2) Food is cut, chopped or ground to meet indi· 
vidual needs. 

(3) If a patient refuses food served, substitutes 
are offered. 

(4) Effective equipment is provided and proce
dures established to maintain food at proper tern· 
perature during serving. 

(5) Table service is provided for all who can 
and will eat at a table including wheelchair pa· 
tients. 

(6) Trays provided bedfast patients rest on 
firm supports such lis overbed tables. Sturdy tray 
stands of proper height are provided patients able 
to be out of bed. 

( i) Standard; Maintenance of Sanitary Condi
tions.-Sanitary conditions are maintained in the 
storage, preparation and distribution of food. The 
factors explaining the standard are as follows: 

( 1) Effective procedures for cleaning all equip
ment and work areas are followed consistently. 

• 
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(2) Dishwashing procedures and techniques are 
well developed, understood and carried out in com
pliance with the State and local ncalth codes. 

(3) Written reports of inspections by State or 
local health authorities are on file at the facility 
with notation made of action taken by the facility 
to comply with any recommendations. 

(4) Waste which is not disposed of by mechan
ical means is kept in leak-proof nonabsorbent con· 
tainers with close-fitting covers and is disposed of. 
daily in a manner that will prevent transmission of 
disease, a nuisance, a breeding place for flies, or 
a feeding place for rodents. Containers are thor· 
oughly cleaned inside and out each time emptied. 

(5) Dry or staple food items are stored off the 
Boor in a ventilated room not subject to sewage or 
waste water backflow, or contamination by con
densation, leakage, rodents, or vermin. 

( 6) Hand washing facilities including hot and 
cold water, soap, and individual towels, preferably 
paper towels, are provided in kitchen areas. 

(Par. (tl) (3) amended 12-18-68.) 

405.1126 Condition of Participation-Re
storative Services.-Restorative services are pro
vided upon written order of the physician. 

(a) Swrulard; Medical Direction.-Restorative 
services are provided only upon written order by 
the physician, who indicates anticipated goals and 
is responsible for general medical direction of such 
services as part of the total care of the patient. The 
physician prescribes specific modalities to he used 
and frequency of physical and occupational therapy 
services. 

(b) Swndard; Maintenance of Patient's Func
lions.-At a minimum, restorative nursing care de
signed to maintain function or improve the patient's 
ability to carry out the activities of daily living is 
provided by the extended care facility. (See 
§ 405.1124 (/).) 

(c) Swndard; Therapy Services.-If restorative 
services beyond restorative nursing care are offered, 
whether directly or through cooperative arrange
ments with appropriate agencie~ such as hospitals, 
rehabilitation centers, State or local health deP,art· 
ments, or independently practicing therapists, these 
services are given or supervised by therapists meet· 
ing the qualification set out below. When super
vision is less than full time it is provided on a 
planned basis and is frequent enough, in relation 
to the staff therapist's training and experience to 
assure sufficient review of individual treatment plans 
and progress. The factors explaining the standard 
are as follows: 

.. - # ··'<9 

(l) Physical therapy is given or supervised by 
a therapist who meets one of the following require
ments: 

(i) He has graduated from a physical therapy 
curriculum approved by-

(A) The American Physical Therapy Associa
tion; or 

(B) The Council on Medical Education and 
Hospitals of the American Medical Association; or 

(C) The Council on Medical Education of the 
American Medical Association in collaboration with 
the American Physical Therapy Association; or 

(ii) Prior to January 1, 1966-
(A) Has been admitted to membership by the 

American Physical Therapy Association; or 
(B) Has been admitted to registration by the 

American Registry of Physical Therapists; or 
(C) Has graduated from a physical therapy 

curriculum in a four year college or university ap
proved by a State department of education, is li· 
censed or registered as a physical therapist, and 
where appropriate, has passed a State examination 
for licensure as a physical therapist; or 

(iii) If trained outside the United States-
(A) Has graduated since 1,928 from a physical 

therapy curriculum approved in the country in 
which the curriculum was located and in which 
there is a member organization of the World Con
federation for Physical Therapy; and 

(B) Is a member of a member organization of 
the World Confederation for Physical Therapy; and 

(C) Ha:J completed one year's experience un· 
der the supervision of an active member of the 
American Physical Therapy Association; and 

(D) Has successfully completed a qualifying 
examination as prescribed by the American Phy· 
sical Therapy Association. 

(2) Physical therapy includes such services as: 

(i) Assisting the physician in his evaluation of 
patients by applying muscle, nerve, joint, and func
tional ability tests; 

(ii) Treating patients to relieve pain, develop or 
restore function, and maintain maximum perform· 
ance, using physical means such as exercise, mas
sage, heat, water, light, and electricity. 

( 3) Speech therapy is given or supervised by a 
therapist who meets one of the following require· 
ments: 

(i) Has been granted a Certificate of Clinical 
Competence in the appropriate area (Speech Path· 
ology or Audiology) by the American Speech and 
Hearing Association; or 
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(ii) Meets the equivalent educational require· 
ments and work experience necessacy for such cer
tificate; or 

(iii) Has completed the academic and practicum 
ret]uirements for certification <lnd is in the process 
of accumulating the nece~~ary supervised work ex
perience .required for cenification; or 

(iv) Until January 1, 1970, has a Basic Certifi· 
cate or provisional basic certification and is in the 
process of acquiring 4 years of spon~ored profes
sional experience; or 

( v) Had a Basic Certiticate or sponsor privilege 
as of December 31, 1964, cannot complete 4 years 
of sponsored professional experience before Jan· 
uary 1, 1970, hut passes a special examination given 
by the A.-nerican Speech and Hearing Association 
during 1969. 

(4) Speech therapy is service in speech, path
ology or audiology, and may include: 

(i) Cooperation in the evaluation of patients 
with speech, hearing, or language disorders; 

(ii) Determination and recommendation of ap· 
propriate speech and hearing services; 

(iii) Provision of necessary rehabilitative serv· 
ices for patients with speech, hearing, and language 
disabilities. 

(5) Occupational therapy is given or supervised 
by a therapist who is registered by the American 
Occupational Therapy Association or is a graduate 
of a program approved by the Council on Medical 
Education of the American Medical Association in 
collaboration with the American Occupational 
Therapy Association and is in the process of ac
cumulating supervised clinical experience required 
for registration. 

( 6) Occupational therapy includes duties such 
as: 

(i) Assisting the physician in his evaluation of 
the patient's level of function by applying diag
nostic and prognostic tests; 

(ii) Guiding the patient in his use of therapeutic 
creative and self-care activities for improving func· , 
tion. 

(7) Other personnel providing restorative serv· 
ices are specially trained and work under profes· 
sional supervision in accordance with accepted pro
fessional practices. For example, an occupational 
therapy assistant has successfully completed a 
training course approved by the American Occupa· 
tional Therapy Association, is certified by that body 
as a certified occupational therapy assistant, and 

receives superv!Slon from a qualified occupational 
therapist. 

( 8) In a facility with an organized rehabilitation 
service using a multidisciplinary team approach to 
all the needs of the patient, and where all ther· 
apists' seniccs are administered under the direct 
supervision of a physician qualified in physical 
medicine who will determine the goals and limits 
of the therapists' work, and prescribe modalities 

·and frequency of therapy, persons with qualifica
tions other than those described in subparagraphs 
( 1), ( 3) , and ( 5) of this paragraph could he as
signed duties appropriate to their training and ex
erience. 

(9) Therapists collaborate with lhe facility's 
medical and nursing staff in developing the pa
tient's total plan of care. 

(10) Thel"apists participate in the facility's in
service education programs; 

(d) Standard; Ambulation and Therapeutic 
Equipment.-Commonly used ambulation and ther
apeutic equipment necessary for services offered is 
available for use in the facility. The factors ex· 
plainiug the standard are as follows: 

(1) Recommended ambulation equipment in
cludes such items as parallel bars, hand rails, wheel 
chairs, walkers, walkerettes, crutches and ca:tes. 

(2) The therapists advise the administrator con
cerning the purchase, rental, storage, and mainte· 
nance of equipment and supplies. 

405.1127 Condition of Participation
Pharmaceutical Services.-Whether drugs are 
generally procured from community or institutional 
pharmacists or stocked by the facility, the extended 
care facility has methods and procedures for its 
pharmaceutical services that are in accord with 
accepted professional practices. 

(a) Standard; Procedures for Administration of 
Pharmaceutical Services.-The extended care fa. 
cility provides appropriate methods and procedures 
lor the obtaining, dispensing and administering of 
drugs and biologicals, developed with the advice 
of a staff pharmacist, a consultant pharmacist, or 
a pharmaceutical advisory committee which in
cludes one or more licensed pharmacists. The fac
tors explaining the standard are as follows: 

(1) If the extended care facility has a pharmacy 
department, a licensed pharmacist is employed to 
administer the pharmacy department. 

(2) If the facility does not have a pharmacy de
partment, it has provision for promptly 1md con-

• 
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"- 11 i,•ntly obtaining prescribed drugs and bi0lo,:rica\s 
irnm community or institutional ph.umacists. 

131 If the facility does not have a pharmacy de
partment, but does maintain a supply of dru!!s: . . 

1 i 1 The ::onsultant pharmacist is responsible for 
t!:l' control of all hulk drugs and maintains rt·c•>rds 
of their receipt and disposition. 

( ii) The consultant pharmaci5t dispenses drugs 
from the drug supply, properly labeis them and 
:11akes them a\·ailable to appropriate licensed nurs
ing personneL Wherever po:;sible, the pharmacist 
in dispensi11g drugs works from the prescriber's 
original order or a direct copy. 

(iii) Provision is made for emergency with· 
drawal of medications from the drug supply. 

( 4) An emergency medication kit approved by 
the facility's group of professional personnel is kept 
readily available. 

( 5) The extended care facility has written poli· 
cies covering pharmaceutical !\ervices which are 
developed with the advice of a group of professional 
personnel and which are reviewed at least annualiy. 
Pharmacy policies and procedures are preferably 
developed with the advice of a subgroup of phy· 
sicians and pharmacis~ serving as a pharmacy and 
therapeutics committee. 

(b) Standard; Conformance With Physicians' 
Orders.-All medications administered to patients 
are ordered in writing by the patient's physician. 
Oral orders are given only to a licensed nurse, im· 
mediately reduced to writing, signed by the nurse 
and countersigned by the physician within 48 
hours. Medications not specifically limited as to 
time or number of doses, when ordered, are auto· 
matically stopped in accordance with written policy 
approved by the physician or physicians respon· 
sible for advising the facility on its medical admin· 
istrative policies. The factors explaining the stand
ard are as follows: 

( 1) The charge nurse and the prescribing phy· 
sician together review monthly each patient's medi
cations. 

I 

(2) The patient's attending physician is notified 
of stop order policies and contacted promptly for 
renewal of such orders so that continuity of the 
patient'3 therapeutic regimen is not interrupted. 

(3) Medications are released to patients on dis· 
charge only on the written authorization of the phy· 
sician. 

(c) Standard; Administration of Medications.
. ·AU medications are administered by licensed med-

405.1127(d) 

ical or nursing personnel in accordance with the 
:\lcdical and Nurse Prac:ice Acts of each State. 
Ea<"h dose administered is properly recorded in the 
clinical record. The factors explaining the stand
arc.l are as follows: 

'l' The nur~ir;;: station has rea(lih· available 
ikn.s nccessar) for the IJroper aJministration of 
meJication. 

1 ~ i In administering medications, medication 
cards or other State approved systems are used and 
d~t:<'!-:ed af!ainst the phy,-ician 's orders. 

I :3 1 :\ledications prescribed for one patient are 
not· administered to any other patient. 

( ..J.) Self-administration of medications by pa· 
tients is not permitted except for emergency drugs 
on special order of the patient's physician or in a 
predischarge program under the supervision of a 
licensed nurse. 

( 5) Medication errors and drug reactions are 
immediately reported to the patient's physician and 
an entry thereof made in the patient's clinical rec· 
ord as well as on an incident report. 

( 6) Up-to-date medication reference texts and 
sources of information are provided, such as the 
American Hospital Formulary Service of the Amer
ican Society of Hospital Pharmacists or other suit
able references. 

(d) Standard; Labeling and Storing Medications. 
-Patients' medications are properly labeled and 
stored in a locked cabinet at the nurses' station. 
The factors explaining the standard are as follows: 

(1) The label of each patient's individual medi
cation container clearly indicates the patient's full 
name, physician's name, prescription number, name 
and strength of drug, date of issue, expiration date 
of all time-dated drugs, and name and address, and 
telephone number of pharmacy issuing the drug. 
It is advisable that the manufacturer's name and 
the lot or control number of the medication also 
appear on the label. 

(2) Medication containers having soiled, dam· 
aged, incomplete, illegible, or makeshift labels are 
returned to the issuing pharmacist or pharmacy for 
relabeling or disposaL Containers having no labels 
are <lestroyed in accordance with State and Federal 
laws. 

(3) The medications of each patient are kept 
and stored in their originally received containers 
and transferring between containers is forbidden. 

( 4) Separately locked, securely fastened boxes 
(or drawers) within the medicine cabinet are pro
vided for storage of narcotics, barbiturates, am· 
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phetamines and other dangerous ~hugs subject to 
the Drug Abu,oe Control .-\mendments of 1965. 

15) Cabinets are well li~hted and of sufficient 
size to permit stora.>!e without crowding. 

t 6) :\ledications requiring refrigeration are kept 
in a separate, locked box within a refrigerator at 
or near the nursing station. 

( 7) Poisons and medications for "external use 
:mly" are kept in a locked cabinet and separate· 
from other medications. 

18: Medications no longer in use are disposed 
o( cr destroyed in accordance with Fedf'ral and 
State laws and regulations. 

(I)) Medications having an expiration date are 
removed from usage and properly disposed of after 
such date. 

(e) Standard; Control of Narcotics, etc.-The 
extended care facility complies with all Federal 
and State laws anJ regulations relating to the pro
curement, storage, dispensing, administration and 
disposal of narcotics, those drugs subject to the 
Drug Abuse Control Amendments of 1965, and 
other legend drugs. The factor explaining the 
standard is as follows: A narcotic record is main
tained which lists on separate sheets for each type 
and strength of narcotic the following information: 
date, time administered, name of patient, dose, 
physician's name, signature of person administering 
dose, and balance. 

405.1128 Condition of Participation-Di· 
agnostic Services.-The extended care facility 
has provision for obtaining required clinical labo
ratory, X-ray and other diagnostic services. 

(a) Standard; provisions for diagnostic serv
ices: The extended care facility has provision for 
promptly and conveniently obtaining required clin
ical laboratory, X-ray and other diagnostic serv
ices. Such services may be obtained from a phy· 
sician's. office, a laboratory which is part of a 
hospital approved for participation in the Health 
Insurance for the Aged program or a laboratory 
which is approved to provide these services aso an 
independent laboratory under the Supplementary 
Medical Insurance for the Aged program. If the 
facility provides its own diagnostic services, these 
meet the applicable conditions established for cer
tification of hospitals that are contained in 
§~ 405.1028 and 405.1029. 

(b) The factors explaining the standard are as 
follows: 

(I) All diagnostic services are provided only 
on the request of a physician. 

(2) The physician is notified promptly of the 
test results. 

( 3) Arrangements are made for the transporta
tion of patients, if necessary to and from the source 
of service. 

( -1.) Simple tests, such as those customarily done 
by nursing personnel for diabetic patients, may be 
done in the facility. 

( 5) All reports are included in the clinical rec
ord. 

405.ll29 Condition of Participation-Den
tal Services.-The extended care facility assists 
patients to obtain regular and emergency dental 
care. However, the services of dentists to individual 
patients are not included as a benefit in the basic 
hospital insurance program, and only certain oral 
surgery is included in the supplemental medical in
surance program. 

(a) Standard; provision for dental care: Pa
tients are assisted to obtain regular and emergency 
dental care. 

(b) The factors explaining the standard are as 
follows: 

( ll An advisory dentist provides consultation, 
participates in in-service education, recommends 
policies concerning oral hygiene, and is available 
in case of emergency. 

(2) The extended care facility, when necessary, 
arranges for the patient to be transported to the 
dentist's office. 

( 3) Nursing personnel assist the patient to carry 
out the dentist's recommendations. 

405.ll30 Condition of Participation-So
cial. Services.-Services are provided to meet the 
medically related socia! needs of patients. 

(a) Standard; Provision for Medically Related 
Social Needs.-The medically related social needs 
of the patient are identified, and services provided 
to meet L~em, in admission of the patient, during 
his treatment and care in the facility, and in plan
ning for his discharge. The factors explaining the 
standard are as follows: 

( l) As a part of the process of evaluating a 
patient's need for services in an extended care fa
cility and whether the facility can offer appropriate 
care, emotional and social factors are considered 
in relation to medical and nursing requirements. 

(2) As soon as possible after admission, there 
is evaluation, based on medical, nursing, and social 
factors, of the probable duration of the patient's 

-. ) tJ. 
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need for care and a plan is formulated and re· 
corded for providing such care. . • 

( 3 I Where there are indications that financial 
help will be needed arrangements are made promptly 
for referral to an appropriate agency. 

( 4 I Social and emotional factors related to the 
patient's illness, to his response to treatment, and 
to his adjustment to care in the facility are recog· 
nized and appr()priate action is taken when neces· 
sary to obtain casework services to assist in reosolv
ing problems in these areas. 

( 5 I Knowledge of the patient's home situation, 
financial resources, community resources available 
to assist him, and pertinent information related to 
his medical and nursing requirements are used in 
making decisions regarding his discharge for the 
facility. 

I b I Standard; Staff Members Responsible for 
Social Services.- There is a designated member of 
the staff of the facility who will take responsibility, 
when medically related social problems are recog· 
nized, for action necessary to solve them. The fac· 
tors explaining the standard are as follows: 

( 1) There is a full-time or part-time social worker 
employed by the facility, or there is a person on the 
staff who is suited by training and/ or experience 
in related fields to find community resources to 
deal with the social problems. 

(2) The staff member responsible for this area 
of service has information promptly available on 
health and welfare resources in the community. 

(3) If the facility does not have a qualified 
social worker on its staff, there is an effective ar· 
rangement with a public or private agency, which 
may include the local welfare department, to pro· 
vide social service consultation. 

( 4) A qualified social worker is a graduate of 
a school of social work accredited by the Council 
on Social Work Education. 

(c) Standard; Social Services Training of St4ff. 
-There is provision for orientation and in-service 

. training of staff directed toward understanding 
l'Jnotional problems and social needs of sick and 
ir:firm aged persons, and recognition of social prob· 
h·ms of patients and the means of taking appro· 
priate action in relation to them. Either a qualified 
• ~·1 1l worker on the staff, or one from outside the 
f.. i l it~ , participates in training progra~s, cas_e con· 
f,.r~nt·~~. and arrangements for staff onentahon to 

::,munity services and patient nee(ls. 
t tt 1 Standard ; Confidentiality of Social Data.

••r rlln<'nt social data, and information about per· 

405.113l(b) 

sonal and family problems related to the patient's 
illness and care, are made available only to the at· 
tending physician, appropriate members of the 
nursing staff, and ether key personnel who are di· 
rectly invoh·ed in the patient's care, or to recog· 
nized health or welfare agencies. There are appro· 
priate policies and procedures for assuring the 
confidentiality of such information. The factors 
explaining the standard are as follows: 

( 1 ) The staff member responsible for social serv
ices participates in clinical staff conferences and/ or 
confers with the attending physician prior to ad
mission of the patient. at intervals during the pa· 
tient's stay in the facility, and prior to discharge 
of the patient, and there is evidence in the record 
of such conferences. 

(2) The staff member and nurses responsible for 
the patient's care confer . frequently and there is 
evidence of effective working relationships between 
them. 

(3) Records of pertinent social information, and 
of action taken to meet social needs, are maintained 
for each patient; signed social service summaries 
are entered promptly in the patient's clinical record 
for the benefit of all staff involYed in the care of 
the patient. 

405.1131 Condition of Participation-Pa
tient Activities.-Activities suited to the needs 

. and interests of patients are provided as an im
portant adjunct to the active treatment program 
and to encourage restoration to self-care and re· 
sumption of normal activities. 

(a) Standard ; provision for patient activity: 
Provision is made for purposeful activitie'!l which 
are suited to the needs and interests of patients. 

(b) The factors explaining the standard are as 
follows: 

( 1) An individual is designated as being in 
charge of patient activities. This individual has 
experience and/or training in directing group ac
tivity, or has available consultation from a qualified 
recreational therapist or group activity leader. 

(2) The activity leader uses, to the fullest pos· 
sible extent, community, social and recreational op· 
portunities. 

( 3) Patients are encouraged. but n0t forced. to 
participate in such activities. Suitable acti• ities are 
provided for patients unable to le..!ve their room. 

( 4) Patients who are able and who wish to do 
so are assisted to attend religious services. 

( 5) Patient's requests to see their clergymen .ue 
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honored and space is provided for privacy during 
visits. 

( 6) Visiting hours are flexible and posted to 
permit and encourage visiting by friends and rela· 
tives. 

( 7) The facilitv makes available a varietv of 
supplies and equip.ment adequate to satisfy the indi
vidual interests of patients. Examples of such sup· 
plies and equipment are: Books and magazines, 
daily newspaper~. games. statiunery, radio and tele
vision, and the like. 

405.1132 Condition of Participation
Clinical Records.-A clinical ;;cord is main
tained for each patient admitted, in accordance with 
accepted professional principl~::-) 

{a) Standard; Maintenance of Clinical Record.
The extended care facility maintains a separate 
clinical record for each patient admitted with all 
entries kept current, dated, and signed. The record 
includes: 

( l) Identification and summary sheet ( s) includ
ing patient's name, social security number, marital 
status, age, sex, home address, and religion; names, 
addresses, and telephone numbers of referral 
agency (including hospital from which admitted) , 
personal physician, dentist, and next of kin or other 
responsible person; admitting diagnosis; final diag· 
nosis, condition on discharge, and disposition, and 
any other information needed to meet State require· 
ments; 

{2) Initial medical evaluation including medical 
history, physical examination, diagnosis, and esti· 
mation of restoration potential; 

(3) Authentication of hospital diagnoses, in the 
form of a hospital summary discharge sheet, or a 
report from the physician who attended the patient 
in the hospital, or a transfer form used under a 
transfer agreement; 

(4) Physician's orders, including all, medica· 
tions, treatments, diet, restorative and special med· 
ical procedures required for the safety and well· 
being of the patient; 

I 

(5) Physician's progress notes describing signifi· 
cant changes in the patient's condition, written at 
the time of each visit; 

(6) Nurse's notes containing observations made 
by the nursing personnel; 

(7) Medication and treatment record including 
all mcdicatir;ns, treatments, and special procedures 
perfom:::d for •he safety and well-being of the pa· 
tient; 

(8) I.ahoratory and X-ray reports; 

( 9) Consultation reports: 
(10) Dental reports; . 
( ll l Social service notes; 
1121 Patient care referral reports. 

I b) Standard; Retention of Records.-Ali clin· 
ical records of disl:harged patients are completed 
promptly and are filed and retained in accordance 
with State law or for 5 years in the absence of a 
State statute. The factors explaining the standard 
are as follows: 

( l) The extended care facility has policies pro
viding for the retention and safekeeping of patients' 
clinical records by the governing body for the re
~tired period of time in the event that the extended 
care facility discontinues operation. 

(2) If the patient is transferred to another health 
care facility, a copy of the patient's clinical record 
or an abstract thereof accompanies the patient. 

(c) Standard; Confidentiality of Records.-All 
information contained in the clinical records is 
treated as confidential and is disclosed only to au· 
thorized persons. 

(d) Standard; Staff Responsibility for Records.
If the extended care facility does not have a full or 
part-time medical record librarian, an employee of 
the facility is assigned the responsibility for as
suring that records are maintained, completed and 
preserved. The designated individual is trained by, 
and receives, regular consultation from a person 
skilled in record maintenance and preservation. 

405.1133 Condition of Participation
Transfer Agreement.-The extended care facil
ity has in effect a transfer agreement (meeting the 
requirements of section 1861 ( 1) of the Social Se· 
curity Act) with one or more hospitals which have 
entered into agreements with the Secretary to par· 
ticipate in the program.. (See paragraph (e) of 
this section where facility attempted to enter into 
a transfer agreement.) 

(a) Standard; Patient Transfer.-The transfer 
agreement provides reasonable assurance that trans· 
fer of patierits will he effected between the hospital 
and the extended care facility whenever such trans· 
fer is medically appropriate as determined hy the 
attending physician. The factors explaining the 
standard are as follows: 

( 1) The agreement is with a hospital close 
enough to the 'facility to make the transfer of pa· 
tients feasible. 

(2) The transfer agreement facilitates continuity 
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of patient care and expedites appropriate care for 
the patient. 

( 3) The agreement rna y he made on a one-to-one 
basis or on a community wiJe basis. The latter 
arrangement could provide for a master agreement 
to be signed by each hospital and extended care 
facility. 

( 4) When the transfer agreement is on a com
munity wide basis it reflects the mutual planning 
and agreement of hospitals, extended care facilities 
and other related agencies. 

( 5) The institutions provide to each other infor
mation about their resources sufficient to determine 
whether the care needed by a patient is available. 

( 6) Where the transfer agreement specifies re
strictions with respect to the types of services avail
able in the hospital or the facility and/or the types 
of patients or health conditions that will not be 
accepted by the hospital or the facility, or includes 
any other criteria relating to the transfer of patients 
(such as priorities for persons on waiting lists), 
such restrictions or criteria are the same as those 
applied by the hospital or facility to al! other po
tential inpatients of the hospital or facility. 

(7) When a transfer agreement has been in effect 
over a period of time, a sufficient number of patient 
transfers between the two institutions have occurred 
to indicate that the transfer agreement is effective. 

(b) Standard; Interchanges of lnformation.
The transfer agreement provides reasonable assur• 
ance that there will be interchange of medical and 
other information necessary or useful in the care 
and treatment of individuals transferred between the 
institutions, or in determining whether such indi
viduals can be adequately cared for otherwise than 
in either of such institutions. The factors explaining 
the standard are as follows: 

( 1) The agreement establishes responsibility for 
the prompt exchange of patient information to en
able each institution to determine whether it can 
adequately care for the patient and to assure con· 
tinuity of patient care. 

(2) Medical information transferred includes 
current medical findings, diagnosis, rehabilitation 
potential, a brief summary of the course of treat
ment followed in the hospital or extended care fa
cility, nursing and dietary information useful in 
the care of the patient, ambulation status, and per
tinent administrative and social information. 

(3) Tl1e agreement provides for the transfer of 
personal effects, particularly money and valuables, 
and for the transfer of information related to these 
items. 

.J05.ll33(e) 

(c) ·Stwu/a, d: E .-,·cution of Agrecr'lent.---The 
transfer agreement is in v. riling and is signed by 
individuats authoriz•·tl to execute such ap:reement 
on behalf of the ill~titutions, or, in case the two 
institutions are und;>r common control, there is a 
written polic} or t~nlt>r si;!ned by the person or body 
which controls them. The factors explaining the 
standanl are as follows: 

( 1 i When the hospital and extended care facility 
are not under common control, the terms of the 
transfer agreement are established jointly by both 
institutions. 

( 2) Each institution participating in the agree
ment maintains a copy of the agreement. 

(d) Standard; Specification of Responsibilities. 
-The transfer agreement s~cifies the responsibili
ties each institution assumes in the transfer of pa
tients and information between the hospital and 
the extended care facility. The agreement estab
lishes responsibility for notifying the other insti
tution promptly of the impending transfer of a 
patient; arranging for appropriate and safe trans
portation; and arranging for the care of patients 
during transfer. 

(e) Standard; Presumed Agreement Where Nec
essary for Provision of Services.-An extended care 
facility which does not have a transfer agreement 
in effect but which is found by the State agency 
conducting the survey (or, in the case of a State 
in which there is no such agency, by the Secretary) 
to have attempted in good faith to enter into a 
transfer agJeement with a hospital sufficiently close 
to the facility to make feasible the transfer between 
them of patients and medical and other informa
tion, shall be considered to have such an agreement 
in effect if and for so long as it is also found that 
to do so is in the public interest and essential to 
assuring extended care services for patients in the 
community eligible for benefits. The factors ex
plaining the standard are as follows: 

( 1 l If there is only one hospital in the commu
nity, the extended care facility has attempted in 
good faith to enter into a transfer agreement with 
that hospital. 

( 2) If there are several hospitals in the com
munity, the extended care facility has exhausted all 
reasonable possibilities of entering into a transfer 
agreement with these hospitals. 

(3) The extended care facility has copies of 
letters, records of conferences, and other evidence 
to support its claini that it ha5 attempted in good 
faith to enter into a transfer agreement. 
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( 4) The State agency has foun9 that hospitals 
in the community have, in fact, refused to enter 
into a transfer agreement with the extended care 
facility in question. 

( 5) The State agency has taken into considera
tion the availability of extended care facilities in 
the community and the expected need of such serv
ices for eligible beneficiaries under the law. 

405.ll34 Condition of Participation
Physical Em· ironment.-The extended care fa
cility is constructed, equipped, and maintained to 
insure the safety of patients and provides a func
tional, sanitary, and comfortable environment. The 
following standards are guidelines to help State 
agencies to evaluate existing structures which do 
not meet Hill-Burton construction regulations in 
effect at the time of the survey, and to evaluate in 
all facilities those aspects of the physical environ
ment which are not covered bv such Hill-Burton 
regulations. They are to be appiied to existing con
struction with discretion and in light of community 
need for service. 

(a) Standard; Safety of Patients.-The extended 
care facility is constructed, equipped, and main· 
tained to insure the safety of patients. It is struc
turally sound and satisfies the following conditions: 

( 1) The facility complies with all applicable 
State and local codes governing construction. 

(2) Fire resistance and flamespread ratings of 
construction, materials, and finishes comply with 
current State and local fire protection codes and 
ordinances. 

(3) Permanently attached automatic fire-extin· 
guishing systems of adequate capacitv are installed 
in all areas considered to have special fire hazards 
including but not limited to boiler rooms, trash 
rooms, and nonfire resistant areas or buildings. In 
an extended care facility of two or more stories 
fire alarm systems providing complete coverage of 
the building are installed and inspected regularly. 
Fire extinguishers are conveniently located on each 
floor and in special hazard areas such as hoil¥r 
rooms, kitchens, laundries, and storage rooms. Fire 
regulations are prominently posted and carefully 
observed. 

( 4) Doorways, passageways, and stairwells are 
wide enough for easy evacuation of patients and 
are kept free from obstruction at all times. Cor· 
ridors are equipped with firmly secured handrails 
on each side. Stairwells, elevators, and all vertical 
shafts with openings have fire doors kept normally 
in closed position. Exit facilities comply with State 
and local codes and regulations. 

(5) Unless the facility is of fire resistive con
struction, blind and nonambulatory or physically 
handicapped persons are not housed above the street 
level floor. 

( 6) Reports of periodic inspections of the struc
ture by the fire control authority having jurisdiction 
in the area are on file in the facility. 

(7) The building is maintained in good repair 
and kept free of hazards such as those created by 
any damaged or defective parts of the building. 

(8) No occupancies or activities undesirable to 
the health and safety of patients are located in the 
building or buildings of the extended care facility. 

(b) Standard; Favorable Environment for Pa
tients.-The extended care fadlity is equipped and 
maintained to provide a functional, sanitary and 
comfortable environment, Its electrical and me· 
chanical systems (including water supply and 
sewage disposal) are designed, constructed and 
maintained in accordance with recognized safety 
standards and comply with applicable State and 
local codes and regulations. The factors explain
ing the standard are as follows: 

( 1) Lighting levels in all areas of the facility 
are adequate and void of high brightness, glare, 
and reflecting surfaces that produce discomfort. 
Lighting levels are in accordance with recommenda
tions of the Illuminating Engineering Society. The 

. use of candles, kerosene- oil lanterns, and other open 
flame methods of illumination is prohibited. 

(2) An emergency electrical service, which may 
be battery operated if effective for 4 or more hours, 
covers lights at nursing stations, telephone switch
hoard, night lights, exit and corridor lights, boiler 
room, and the fire alarm system. 

( 3) The heating and air-conditioning systems 
ere capable of maintaining adequate temperatures 
and providing freedom from drafts. 

( 4) An adequate supply of hot water for patient 
use is available at all times. Temperature of hot 
water at plumbing fixtures used by patients is auto· 
matically regulated by control valves and does not 
exceed ll0° F. ( 110 degrees Fahrenheit). 

( 5) The facility is well-ventilated through the 
use of windows, mechanical ventilation, or a combi· 
nation of both. Rooms and areas which do not 
have outside windows and which are used by pa· 
tients or personnel are provided with functioning 
mechanical ventilation to change the air on a basis 
commensurate with the type of occupancy. 

( 6) All inside bathrooms and toilet rooms have 
forced ventilation to the outside. 
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( 7 1 Laundry facilities (when appli~able) are 
located in areas separate from patient units and 
are provided with the necessary washinf!. drying, 
and ironing equipment. 

( c 1 Standard; £/t'nzlors.--Elevators are insta!led 
in the facility if patient bedrooms are located on 
floors above the street level. The factors explaining 
the standard are as follows: 

(II Imtallation of elevators and dumbwaiters 
complies with all applicable codes. 

( 21 Elevators are of sufficient size to accommo
date a wheeled stretcher. 

(d) Standard; Nursing Unit.-Each nursing unit 
has at least the following basic service areas: 
Nurses' station, medicine storage and preparation 
area, space for storage of linen, equipment and sup
plies, and a utility room. The factors explaining 
the standard are as follows: 

( l) A nurses' call system registers calls at the 
nurses' station from each patient bed, patient toilet 
room, and each bathtub or shower. 

(2) Equipment necessary for charting and rec
ordkeeping is provided. 

(3) The medication preparation area is well
illuminated and is provided with hot and cold run
ning water. 

(4) The utility room is located, designed and 
equipped to provide areas for the separate handling 
of clean and soiled linen, equipment and supplies. 

( 5) Toilet and hand washing facilities are pro
vided. 

(el Standard; Patients' Bedrooms and Toilet Fa
cilities.-Patients' bedrooms are designed and 
equipped for adequate nursing care and the comfort 
and privacy of patients. Each bedroom has or is 
conveniently located near adequate toilet and bath
ing facilities. Each bedroom has direct access to a 
corridor and outside exposure with the floor at or 
above grade level. The factors explaining the stand
ard are as follows: 

( l) Ordinarily rooms have no more than four 
beds with not less than 3 feet between beds. 

( 2 I In addition to basic patient care equipment 
each patient unit has a nurses' call signal, an indi
vidual reading light, bedside cabinet, comfortable 
chair, and storage space for clothing and other 
possessions. In multiple bedrooms, each bed has 
flameproof cubicle curtains or their equivalent. 

( 3) It is desirable that each patient room have 
a lavatory with both hot and cold running water, 

405.1134-(h). 

unless provided in adjacent toilet or bathroom 
facilities. 

t·ll On floors where wheelchair patients are 
located, there is at least one toilet room large 
enou;rh to accommodate wheelchairs. 

I 51 Each bathtub or shower is in a separate 
room or compartment which is large enough to 
accommodate wheelchair and attendant. 

( 6) At le:-st one water closet, enclosed in a sepa
rate room or stall, is provided for each eight beds. 

( 71 Substantially secured grab bars are installed 
in all water closet and bathing fixture compart
ments. 

( 8) Doors to patient bedrooms are never locked. 

( /) Standard; Facilities for I solation.-Provision 
is made for isolating infectious patients in well
ventilated single bedrooms having separate toilet 
and bathing facilities. Such facilities are also avail
able to provide for the special care of patients who 
develop acute illnesses while in the facility and pa
tients in terminal phases of illness. 

(g) Standard; Examination Rooms.-A special 
room (or rooms) is provided for examinations, 
treatments, and other therapeutic procedures. The 
factors explaining the standard are as follows: 

( 1 ) This room is of sufficient size and is equipped 
with a treatment table, lavatory or sink with other 
than hand controls, instrument sterilizer, instrument 

·table, and necessary instruments and supplies. 
(2) If the facility provides physical therapy, 

areas are of sufficient size to accommodate necessary 
equipment and facilitate the movement of disabled 
patients. Lavatories and toilets designed for the 
use of wheelchair patients are provided ;n such 
areas. 

(h) Standard; Dayroom and Dining A rea.-The 
extended care facility provides one or more attrac
tively furnished multipurpose areas of adequate 
size for patient dining, diversional and social ac
tivities. The factors explaining the standard are as 
follows: 

( l) At least one dayroom or lounge, centrally 
located, is provided to accommodate the diversional 
and social activities of the patients. In addition, 
several smaller dayrooms, convenient to patient 
bedrooms, are desirable. 

(2) Dining areas are large enough to accom
modate all patients able to eat out of their rooms. 
These areas are well-lighted and well-ventilated. 

(3) If a multipurpose room is t.ased for dining 
and diversional and social activities, there is suf-

------------------------~ ..... -------· '" ~·-·~-
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ficient space to accommodate all actiYities and pre
vent their intcrfercwe 1dth eaeh other. 

1 i I Standard: A." it chen or Dietary A rea.-The 
extended care iacilih has a kitchen or dietary area 
ade'luate to n ·:et food senil'e !1<'eds anrl arrani!ed 
and equipped for the refrigeration, storage, prepa· 
ration, and sen ing of food as well as for dish and 
utensil cleaning and refuse storage and removal. 
Dit>tarv areas comph· with the local health or food 
handli~;g code~. F ~(_.;! prt'pdlation space is arranged 
for the separation of functions and is located to 
permit efficit>nt sen it·p to patients and is not used 
for nondietary functions. 

405.1135 Condition of Partieipation
Housekeepinr: Services.-The extended care fa. 
cility provides the housekeeping and maintenance 
services necessary to maintain a sanitary and com· 
fortable environment. 

(a) Standard; Housekeeping Services.-The fa
cility provides sufficient housekeeping and mainte
nance personnel to maintain the interior and ex
terior of the facility in a safe, clean, orderly, and 
attractive manner. Nursing personnel are not as
signed housekeeping duties. The factors explaining 
the standard are as follows: 

( 1 ) Housekeeping personnel, using accepted 
practices and procedures, keep the facility free from 
offensive odors, accumulations of dirt, rubbish, 
dust, and safety hazards. 

(2) Floors are cleaned regularly. Polishes on 
floors provide a nonslip finish; throw or scatter rugs 
are not used except for nonslip entrance mats. 

(3) Walls and ceilings are maintained free from 
cracks and falling plaster, and are cleaned and 
painted regularly. 

( 4) Deodorizers are not used to cover up odors 
caused by unsanitary conditions or poor house
keeping practices. 

( 5) Storage areas, attics, and cellars are kept 
safe and free from accumulations of extraneous ma
terials such as refuse, discarded furniture, and old 
newspapers. Combustibles such as cleaning rags 
and compounds are kept in closed metal containers. 

( 6) The grounds are kept free from refuse and 
litter. Areas around buildings, sidewalks, gardens, 
and patios are kept clear of dense undergrowth. 

(b) Standard; Pest Control. - The facility is 
maintained free from insects and rodents. The fac
tors explaining the standard are as follows: 

( 1) A pest control program is in operation in 

the facilitY. Pest control services are provided by 
maintena~ce personnel of the facility or by con· 
tract with a pest control company. Care is t2ken 
to use the least to~:ic and lea;o;t flammable effecti\·e 
in,:ecticides and rodcntici des. These compounds 
are stored in nm1patient areas and in nonfood 
!)reparation and storage :~reas. Poisons are under 
lo<::k. 

( 2 I Windows and doors are appropriately 
screened dUJi11f! the insect breeding season. 

1 3) Harborages ar;d entrances for insects and 
rodents are eliminated. 

I .t I Garba;re and trash are stored in areas sepa· 
rate from those used for the pi·eparation and stor
age of food and are removed from the premises 
in conformity with State and local practices. Con· 
taiP<:rs are cleaned regularly. 

(cl Standard; Linen.~The facility has available 
at all times a quantity of linen essential for the 
proper care and comfort of patients. Linens are 
handled, stored, and processed so as to control the 
spread of infection. The factors explaining the 
standard are as follows: 

( 1) The linen supply is at least three times the 
usual occupancy. 

(2) Clean linen and clothing are stored in clear, 
dry, dust-free areas easily accessible to the nurses' 
station. 

( 3) Soiled linen is stored in separate well
ventilated areas, and is not permitted to accumulate 
in the facility. Soiled linen and clothing are stored 
separately in suitable Lags or containers. 

( 4) Soilf'd linen is not sorted; laundered, rinsed, 
or stored in bathrooms, patient rooms, kitchens or 
food storage areas. 

405.1136 Condition of Participation-Dis
aster Plan.-The extended care facilitv has a 
written procedure to be followed in case ~f fire or 
other disaster. 

(a) Standard; Disaster Plan.-The facility has 
a written procedure to be followed iu case of fire, 
explosion or other emergency. It specifies persons 
to be notified, locations of alarm signals and fire 
extinguishers, evacuation routes, procedures for 
evacuating helpless patier:ts, frequency of fire drills, 
and assignment of specific tasks and responsibilities 
to the personnel of each shift. 

(b) The factors explaining the standard are as 
follows: 

(I) The plan is developed with the assistance of 
qualified fire and safety experts. 
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12) All personnel are trained to perform as· 
signed tasks. 

( 3) Simulated drills testing the effectiveness of 
the plan are conducted on each shift at least three 
times a year. 

( 4-) The plan is posted throughout the facility. 

405.1137 Condition of Participation
Utilization Review Plan.- (a I Condition.-The 
extended care facility has in effect a plan for util· 
ization review which applies at least to the services 
furnished by the facility to individuals entitled to 
benefits under title XVIII of the Act, and meets all 
other requirements of section l86l(k) of the Social 
Security Act. An acceptable utilization review plan 
provides for: ( 1) The review on a sample or other 
basis, of admissions, d:uation of stays, and pro· 
fessional services furnished; and (2) review of 
~ach case of continuous extended duration. 

(b) General.-( 1) There are many types of plans 
which can fulfill the requirements of title XVIII 
of the Act. Extended care facilities wishing to es· 
tablish their eligibility to participate will be re· 
quired to submit a written description of their 
utilization review plan and a certification that it 
is currently in e'ffect or that it will be in effect no 
later than the first day on which the extended care 
facility expects to become a participating provider 
of services. Ordinarily, this will constitute sufficient 
evidence to support a finding that the utilization 
review plan of the extended care facility is or is 
not in conformity with the statutory requirements. 

(2) The review plan of an extended care facility 
should have as its overall objectives the maintenance 
of high quality patient care, more effective utiliza· 
tion of extended care services (through the mecha· 
nism of an educational approach involving study 
of patterns of care), the encouragement of appro· 
priate utilization, and the assurance of continuity 
of care upon discharge (through, among other 
things, the accumulation of appropriate data on the 
availability of other facilities and services) . 

(3) The review of professional services furnished 
might include study of such conditions as over\lse 
or underuse of services, proper use of consultation, 
and whether the required nursing and related care 
is initiated and carried out promptly. While review 
of lengths of stay for purposes of determining 
whether continued inpatient stay in the extended 
care facility is medical!} necessary, must be based 
on medical factors, the plan should take into ac· 
count the need to assure that assistance is availabl~ 
to the physician in arranging for discharge plan· 
ning. 

4(_)5.1137(e) 

( 4) Costs incurred in connection with the im· 
plementation of the utilization review plan are in· 
cludable in reasonable costs and are reimbursable 
to the extent that such costs relate to health insur· 
ance program beneficiaries. 

(c) Standard; Responsibility for Plan.-The op· 
eration of the utilization review plan is a responsi· 
bility of the medical profession. The plan for 
reviewing utilization in the facility is developed with 
the advice of the facility's group of professional 
personnel referred to in § 405.1122 and has the ap· 
proval of the facility's medical staff, if any, and the 
facility's governing body. 

(d) Standard; Statement of Plan.-The extended 
care facility has a currently applicable, written de· 
scription of its utilization review plan. Such descrip· 
tion includes: 

( 1) The organization and composition of the 
committee ( s) which will be responsible for the util
ization review functions; 

(2) Frequency of meetings; 

( 3) The type of records to be kept; 

( 4) The method to he used in selecting cases on 
a sample or other basis; 

( 5) The definition of what constitutes the period 
or periods of extended duration; 

( 6) The relationship of the utilization review 
plan to claims administration by a third party; 

( 7) Arrangements for committee reports and 
their dissemination; 

\8) Responsibilities of the facility's administra· 
tive staff in support of utilization review. 

(e) Standard; Conduct of Review.- (1) The 
utilization review function is conducted by one or 
a combination of the following (except that with 
respect to facilities lacking an organized medical 
staff, review is conducted only as in subdivision 
( ii) or (iii , of this subparagraph) : 

(i) By a staff committee of the facility, which is 
composed of two or more physicians, with or with· 
out the inclusion of other wofcssional personnel; 
or 

(ii) By a committee(s) or group(s) outside the 
facility composed as in subdivision (i) of this sub
paragraph which is established by the local medical 
society and some or all of the hospitals and ex· 
tended care facilities in the locality; or 

(iii) \VherP- a committee ( s) or group ( s) as de
scribed in subdivision (i) or (ii) of this subpara· 
graph has not beeit established to carry out all the 
utilization review functions prescribed by the Act, 

---~-~----~----------~-------------""""'"""""' 
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by a committee ( s) or group ( s) coin posed as in 
subdivision ( i) of this subparagraph, and spon· 
sored and organized in such manner as approved 
by the Secretary. 

( 2) The factors explaining the standard are as 
follows: 

(i) The medical care appraisal and educational 
aspects of review on a sample or other basis, and 
the review of long-stay cases need not he done hy 

, the same committee or group. 
(ii) In a facility with an organized medical staff, 

all of the review functions may he carried out in 
the facility hy a committee of the whole or a med
ical care appraisal committee. 

(iii) The committee ( s) include at least one phy
sician member who does not have a direct financial 
interest in the institution. 

( iv) Under subparagraph ( 1) (iii) of this para
graph, any sponsorship of a utilization committee 
or group is ordinarily acceptable if it is composed 
as in subparagraph (I) (i) of this paragraph. 

( /) Standard; Basis for Review.-(!) Reviews 
are made, on a simple or other basis, of admissions, 
duration of stays, and professional services (includ
ing drugs and biologicals) furnished, with respect 
to the medical necessity of the services, and for the 
purpose of promoting the most efficient use of avail
able ·health facilities and services. Such reviews 
emphasize identification and analysis of patterns of 
patient care in order to maintain consistent high 
quality. The review is accomplished by considering 
the data obtained by any one or any combination 
of the following : 

(i) By use of services and facilities of external 
organizations which compile statistics, design pro
files, and produce other comparative data; or 

(ii) By cooperative endeavor with the fiscal in· 
termediary or State agency; or 

(iii) By studies of medical records of patients of 
the institution. 

(2) The factors explaining the standard are as' 
follows: 

( i) Some review functions are carried out on a 
continuing basis. 

(ii) Reviews include a sample of physician re
certifications of medical necessity for extended care 
facility services, as made for purposes of the Health 
Insurance for the Aged program. 

(g) Standard; Extended Duration Cases.-(I) 
Reviews are made of each beneficiary case of con· 
tinuous extended duration. The definition of such 

extended duration is reasonable and consonant with 
the intent of the benefit. The extended care facility's 
utilization review plan specifies the number of con· 
tinuous days of stay in the extended care facility 
following which a review is made to determine 
whether further inpatient extended care services are 
medically necessary. The plan may specify a dif
.ferent number of days for different classes of cases. 

( 2) Reviews for such purpose are made no later 
than the seventh day following the lP.st day of the 
period of extended duration specified in the plan. 
No physician has review responsibility for any case 
of continuous extended duration in which he was 
professionally involved. 

(3) If physician members of the committee de
cide, after opportunity for consultation is given the 
attending physician hy the committee, that further 
inpatient stay is not medically necessary, there is 
to be prompt notification (within 48 hours) in 
writing to the facility, the physician responsible for 
the patient's care, and the patient or his representa
tive. Because there are significant divergencies in 
opinion among individual physicians with respect 
to evaluation of medical necessity for posthospital 
extended care services, the judgment of the attend· 
ing physician in an extended stay case is given 
great weight, and is not rejected except under un
usual circumstances. 

. (h) Standard; Maintenance of Records of Re
view.-Records are kept of the activities of the 
committee; and reports are regularly made hy the 
committee to the executive committee of the med
ical staff (if any) or to the facilities, institutions, 
and organizations sponsoring the utilization review 
plan, and relevant information and recommenda
tions are reported through usual channels to the 
entire medical staff and the governing body of the 
facility, and the sponsor of the plan. The factors 
explaining the standard are as follows: 

(I) The extended care facility ~dministration 

studies and acts upon Administrative recommenda· 
tions made by the utilization review committee. 

(2) A summary of the number and types of cases 
reviewed, and the findings, are part of the records 
of the committee and the participating facilities 
and institutions. 

( 3) Minutes of each committee meeting are main
tained. 

( 4) Committee action in extended stay cases is 
recorded, with cases identified only by case number 
when possible. 

(i) Standard; Staff Cooperation With Review 
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Committee.-The committee (s) having responsibil
ity for utilization review functions have' the sup
port and assistance of the facility's administrative 
staff in assembling information, facilitating chart 
reviews, conducting studies, exploring w.::.ys to im
prove procedures, maint.Jining committee records, 
promoting the most efficient use of available health 
services and facilities, and in planning for the pa
tient's continuity of care upon discharge. The fac
tors explaining the standard are as follows: 

( 1) With respect to each of these activities, an 
individual or department is designated as being 
responsible for the particular service. 

405.1137(i) (conL) 

( 2 I In order to encourage the most efficient use 
of available health services and facilities, assistance 
to the physician in timely planning for care follow
in;; extended facility care is initiated as promptly 
as possible, either by the facility's staff, or by ar· 
rangement with other agencies. For this purpose, 
the facility makes available to the attending physi
cian current information on resources available for 
continued noninstitutional or custodial care of pa· 
tients and arranges for prompt transfer of appro
priate medical and nursing information in order 
to assure continuity of care upon discharge· of a 
patient. 

_______ _...,.., ..... --,. 
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FOR IMMEDIATE RELEASE 
Friday, June 30, 1972 

U.l. DIPMTIIENT OF HEALTH. EDUCATION, AND WDIAII! 

Social .. d leha~ilit•tioa ••~ice 
Office of Pu~lic Affair• 
WaahiDitOD, D. C. 20201 

KAPLAN--(202) 963-3054 
(Home)--(301) 657-2557 
KELS0--(202) 963-4241 

(Home)--(202) 833-2012 

A massive Federal effort to upgrade long term care facilities will 

reach a milestone on Saturday, July 1, the deadline announced last November 

30 by HEW Secretary Elliot L. Richardson for cutoff of Federal support to 

substandard n.ursing homes. 

As of that date, established as part of a multi-pronged program to 

upgrade long term care facilities ordered by President Nixon last August 6, 

each State must have completed certification of all skilled nursing homes 

providing care to Medicaid patients. 

Those States that are determined by HEW to have failed to complete 

the inspection and certification of all skilled nursing homes may face 

formal compliance hearings. All States will lose Federal Financial Partici-

pation (FFP) for the homes they have not yet certified. If valid certification 

of these homes is achieved at a later date, FFP will resume on the first 

day of the month in which certification occurs. 

Those homes failing to meet Federal Medicaid standards for patient 

care and safety will no longer be eligible to participate in the Medicaid 

program. States will no longer receive Federal funds for them. 

Summary reports on the progress of State certification programs and 

on the number of nursing homes properly certified by July 1 will be sent 

to HEW in Washington by the Department '.s ten Regional Offices by July 6. 

(more) 
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The reports will be analyzed by the Department and the results made 

public in mid-July. 

At that time the Department will announce which States have not 

met the July objective and what further action will be taken. Information 

will also be released in Washington and HEW's Regional Offices about other 

results of the certification program. 

HEW is recommending to State Medicaid agencies that in mid-July 

they release or make available to the public the results of survey reports 

of individual homes they have inspected. 

# # # 



FOR RtLEASE IN A.M. PAPERS 
Tuesday, May 23, 1972 

U.S. DE:PARTMENT OF HEALTH, EDUCATION, AND WELFARf. 

Office of the Secretary 
Washington, D.C. 20201 

DOTEN--(301) 443-1460 

HEW-B76 
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The Department of Health, Education and Welfare today announced a 

$139,000 contract with the American Nursing Home Association to train lo,o6o 

personnel in ways to expand, develop, and enrich the lives of the Nation•s 

nursing home patients. 

Marie Callender, Special Assistant for Nursing Home Affairs, said that 

each of those in the program would receive about 36 hours of continuing 

education over a period of three months. 

According to Mrs. Callender, the program is an outgrowth of recommendations 

1ade last year in a report of a joint government-American Hospital Association 

conference on activity programs for· long-term care institutions. 
' 

Under the program, directors of nursing home patient activities will be 

trained through a series of workshops in every State. It is sponsored under 

the Division of Health Resources, Community Health Service, a component of 

the Department of HEW's Health Services and ~1ental Health Administration. 

Mrs. Callender said the program is part of HEw•s overall drive to 

upgrade the Nation•s nursing homes and cited "President Nixon•s determination 
' that the nursing homes of America should be shining symbols of comfort and 

concern," and called it an example of joined 'sponsorship between HEW and 

nursing home groups. 

"Nursing homes must stress perso'nal as well as medical care," she 

' said. ~One of our goa1s is to make it possible for patients to pursue 

{more) 
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independently those activities which will enrich their lives. This contract 

is aimed at training the, directors of patient activities at nursing homes 

to1
1help patients fulfill their non-medical needs." 

I . 

The project includes evaluation of the patients• improved independent 

development as a result of the training program. 

. . First phase of the contract vlill be a regional two-day orier.tatioJ 
. ---

program for State planning teams. These teams later will hold three to 

five day training sessions for the local instructors who will teach patient 

activities personnel in each State. 

State planning teams will include ANHA and State official agency 

personnel; as well as representatives of the occupational therapy, therapeutic 

recreation, and social work professions. 

# # # 
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Thursd~, October 7, 1971 

U.S. DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 

Office of the Secretary 
Washington, D.C. 20201 

Office of Public Affairs 

GEREMIA--(202) 962-2548 

HEW Secretary Elliot L. Richardson tod.q asked the Governors of all 50 

States to assist in an immediate upgrading of the Nation's nursing homes through 

strict enforcement of standards established under Medicaid. 

Secretary Richardson cited President Nixon 1 s call on Au:;ust 6 for 11in-

creased Federal attention to the problems of aged citizens confined to nursing 

homes.n Richardson told the Governors that Federal efforts to carry out the 

Presidential mandate ~11 place greater demands upon your State personnel, and 

we hope that you can give them the administrative support and encouragement they 

will need to respond quickl3 and effectively." 

The Secretary promised Federal assistance to State enforcement officials 

to back up the Presidential order, including training materials and courses for 

State nursing home inspectors, and "a request for Congressional authorization to 

p~ for 100 percent of these costs in the Medicaid program." 

Such costs alreaqy are reimbursed for the Feder~ administered Medicare 

program. Medicaid programs, however, are State administered •. under Medicaid, 

States enforce nursing homes standards similar to those under Medicare, and 

administer payments to certified establishments. 

In writing his letter, Secretar,y Richardson, in effect, called on the 

Governors to assist the Federal Government in policing those rrursing homes under 

Medica.:i.d for which the States have primary enforcement responsibility. 

The Secretary told the Governors that "substantially increased State 

efforts are requested to insure that acceptable standards of care are provided 

(More) 
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in nursing homes" in their respective States. Toward this end he asked that 

each Governor appoint a representative to work with Dr. Merlin K. DuVal, H~'s 

Assistant Secretary for Health and Scientific Affairs, 11to work to insure 

coordinated and effective enforcement of regulations governing all levels of 

care in the nursing homes in your State. 11 

II II II 
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U.S. DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 

Social and Rehabilitation Service 
Office of Public Affairs DAVISON--(202) 963-3054 
Washington, JJ. C. 20201 (Home)--(202) 543-5570 

KELS0--(202) 962-4811 
(Home)--(202) 833-2012 

A move to strengthen the hand of $tates in raising and enforcing nursing 

home standards was announced today by John D. Twiname, Administrator of 

HEW's Social and Rehabilitation Service. 

Mr. Tw1name Issued a proposed regulation, tied to the Medicaid program, 

which would proh1b1t a State board responsible for licensing nursing home 

administrators from having a majority of its members made up of represent-

atives of nursing homes, such as administrators, operators, or investors. 

Netther could members of single professions, such as physicians or nurses, 

constitute a majority on licensing boards. 

The regulation also brings institutions such as large State, county, 

and muni~ipal long term care institutions serving Medicaid patients under 

the requirements for supervision by licensed nursing home administrators. 

"Secretary Richardson is determined to fulfill the President's 

commitment to raise the standards of care in all nursing homes receiving 

Federal money," Mr. Twiname stated. 

"A number of sen1or citizen organizations have complained to me that 

in some States, the licensing board is controlled by a single group that 

may stand to profit personally from nursing home operations. This new 

regulation should help to build public confidence in the procedures by 

which nurstng home administrators are licensed under the Medicaid program, 

whtle allowing time for legislatures, where necessary, to make conforming' 

amendments to State licensing laws." 

(more) 
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Skilled nursing facilities and extended care units that are integral 

parts of hospitals, and thus not separately licensed or formally approved as 

.n:1,1rsing homes by States, are exempt from the nursing home administrator 

licensing requ1rement. 

The proposed regulation"' would broaden the definition of a "Provisional 

license" to provide for such an emergency f · · as a ac1l1ty being unexpectedly 

without a licensed administrator. 

Approval procedures for Federal financial participation in the training 

of nursing home administrators now serving with provisional rather than full 

licensure are spelled out in detail in the proposed regulation·. 

Comments and suggestions on the proposed regulation may be sent within 

the next 30 days to the Administrator, Social and Rehabilitation Service, 

Department of HEW. Comments received will be available for public inspection 

in Room 5121 of the Department's offices at 301 C Street, s.w., Washington, 

D.C. on Monday through Friday of each week from 8:30a.m., to 5:00p.m. 

The notice of Proposed Rule Making appears in today's Federal Register. 

Copies may be obtained from the Medicaid Public Information Office, Room 4609, 

HEW South Building, 330 c. Street, Washington, D.C. 20201. 
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EMBARGOED FOR RELEASE ON DELIVERY 
(Estimated at 3:30 p.m. EDT) 

AUGUST 6, 1971 

Office of the White House Press Sccret~ry 
(Nashua, New Hampshire) 

-------;-------------------------------------------------------------
THE WHITE HOUSE 

STATEMENT BY THE PRESIDENT 

The vast majority of Americans over 65 years of age are eager and able!! 
to play a continuing role as active, independent participants: in the lift? of 
our country. Encouraging them to play this rt'le -- and providing greater 
opportunities for them to do so --is a cornerstone of this administration's 
policy concerning older Americans. 

For almost one million ~four ZO million senior citizens, hRwever, a 
dignified and humane existence requires a degree of care fr.nm ~hers that 
can usually be found only in a nursing home or extended care facility. For 
those who need them, the nursing homes nf America should ibe shining 
symbols of comfort and concern. 

Many of our nursing homes meet this standard most admirably. Day after 
day and year after year they demonstrate the capacity of our society to 
care for even the most dependent of its elderly citizens in a. decent and 
compassionate manner. It is the goal of this administration to see thAt all 
of our nursing homes provide care of this same high quality. 

Unfortunatdy, many facilities now fall woefully short nf this standard. 
Unsanitary and unsafe, overcrowded and understaffed, the &ubstandard 
nursing home can be a terribly depressing institution. Ttl live one's later 
years in such a plac~ is to live in an atmosphere of neglect &nd degradatil'ln. 

In my speech to the regional convention of the National Retired Teachers 
Association and the American Association of Retired Pers0tt"1s in Chicago on 
June 25th, I pledged action to meet this challenge. Members of my 
administration have been vigorous in their development of specific plans to 
carry out that pledge. Today I am annnuncing certain decisions which we 
have already made in this important area. 

A Plan For Action 

Nursing homes prosently receive over $1 billion or 40 perce!nt of their tot;d 
income from the Federal Government -- most of it through. -Medicare and 
Medicaid payments. (An additional $700 miliion comes .frorn the States and 
localities and $900 million comes from private sources.) As I emphasized 
in my Chicago speech, "I do not believe that Medicaid and Medicare funds 
should go to substandard nursing homes in this country and subsidize them. 11 

This is not only a matter of personal beliaf, it is also the law of the land -
and has been since 1965. 

The reason that many substandard facilities have often continued to 
rec.eive such payments are many and complex. It has been difficult to 
enforce the law that requires participant homes to meet certain standards. 
In the final analysis, however, there can be no excuse for i.ax law enforcement 
·-and 1 therefore a.tn taking a n.urnber o£ steps to improve enforcement 
efforts. 

(MORE) 
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1. I am ordering that the Federal program for training State nursing home 
inspectors be expanded so that an additional 2, 000 inspectors will be trained 
over the next 18-month period. The major responsibility for surveillance and 
regulation in the field is now carried out by State governments and this action 
will enable them to increase their effectiveness most significantly. 

One of three places in the country where such training is now provided is the 
W. K. Kellogg Center for Continuing Education at the University of NewHampshire 
in Durham. This program trains people not only to inspect nursing homes but 
also to provide technical assistance and consultative services which can help 
improve these facilities. This New Hampshire program is funded through a 
grant from Department of Health, Education and Welfare and it is our intention 
to establish similar programs in other areas of the country. This expansion 
effort will cost approximately $3 million. 

2. Toward this same end, I am asking theCongress to authorize the Federal 
Government to assume lOOo/o of the necessary costs of these State inspection 
teams under _the Medicaid program. This will bring the Medicaid law, which 
now requires the States to pay from 25 to 50 percent of these costs, 'into line 
with the Medicare law, under which the Federal Government pays the entire 
cost for such inspections. Again, State enforcement efforts would be significantly 
enhanced by this procedure. 

3. I am ordering that all activities relating to the enforcement of such stan-
dards --activities which are now scattered in various branches of the Department 
·of Health, Education and Welfare-- be consolidated within the Department into 
a single, highly efficient program. This means that all enforcement responsi
bility will bf! focused at a single point -- that a single official will be accountable 
for success or failure in this endeavor. I am confident that this step alone 
will enormously imrrove the efficiency and the consistency of our enforcement 
activities. 1 

4. l am requesting funds to enlarge our Federal enforcement program by 
creating 150 additional positions. This will enable the Federal Government 
more effectively to meet its own responsibilities under the law and to support 
State enforcement efforts. 

5. I have directed the Department of Health, Education and Welfare to 
institute a new program of short-term courses for physicians, nurses, dieticians, 
social workers and others who are regularly involved in furnishing services to 
nursing home patients. Appropriate professional organizations will bP 
involved in developing planc. and courae ,1,at~rials for this p:rogram and 
the latest research findings in this complex field will also be utilized. 
In too many cases, those who provide nursing home care -- though they 
be generally well prepared for their profession •• have not been adequately 
trained to meet the special needs of the elderly. Our ne~· program will 
help correct this deficiency •. 

6. I have also directed the Department of Health, Education and Welfare to 
assist the States in establishing investigative units which will respo_nd in a 
responsible and constructive way to complaints made by or on behalf of 
individual patients. The individual who is co!"'.fined to an institution and 
dependent upon it is often powerless to make his voice heard. This new program 
will help him deal with concerns such as accounting for his iunds and other 
personal property, protecting himself against involuntary tr<J.nsfers iron1 one 
nursing home to another or to a mental hospital, and gaining a fair hearing 
for reports of physical and psychological abuse. 

MORE 
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7. I am also directing the Secretary of Health, Education and Welfare to 
undertake a comprehensive review of the use of long-term care facilities 
as well as the sta•nctards and practices of nursing hotnes and to recommend 
any further remedial measures that may be appropriate. Such a review is 
badly neecled. Study after study tells us -- compellingly-- that many things 
are wrong with certain nursing home facilities, but there is not yet a clear 
enough understanding of all the steps that must be taken to correct this picture. 

Of course, I am also looking to the White House Conference on Aging, which 
meets this December, to offer specific recommendations regarding this same 
difficult question. 

8. Finally, I would emphasize my earnest hope that all these efforts will 
bring about the improvement of existing substandard homes rather than their 
abolition. The interests of the elderly are far better served when a home 
is reformed and renewed than when a home is eliminated. But let there be no 
mistaking the fact that when facilities fail to meet reasonable standards, we 
will not hesitate to cut off their Medicare and Medicaid funds. 

We are particularly hopeful that our efforts will bring reform, since any 
reasonable expenses incurred as a result of improving care_,can often be 
financed under the existing Medicare and Medicaid programs. We are fully 
prepared to budget the necessary funds to meet reasonable cost increases 
which result from such improvements. 

, The Federal Government stands ready to help in this great reform effort in 
other ways as well. Under the Hill Burton Act, for example, we are able to 
provide loan guarantees and direct loans for the modernization of old nursing 
home facilities and the construction of new ones. The Federal Housing 
Administration also provides help in this Held by insuring mortages to finance 
construction or rehabilitation of nursing homes and intermediate care facilities. 
And the Small Business Administration also guarantees loans and makes direct 
loans to assist proprietary nursing homes in constructing, expanding or 
converting their facilities, in purchasing equipment or materials, and in 
assembling working capital. 

In addition to all of these efforts, the administration is working in a number of 
otter ways to improve the life of all older Americans --whatever their place 
of residence, Some of our strongest initiatives. to help older people -- including 
major reforms in both the welfare and social security systems --are contained 
in the legislation designated H. R, 1 which is now pending in tbe Senate. I 
would emphasize again the passage of this legislation cnuld make a major 
impact for good in the lives of older Americans, including ,u~ose who need 
to live in nursing homes and extended care facilities. . .; , , 

As we work to improve the quality of life for the elderly -- and especially for 
those who must rely on the care provided in the nursing hon1es of our country-
we should not expect overnight miracles. The problems we face have developed 
in too many places over too long a time, But we can expect that our efforts 
will result in significant and continuing progress. With the cooperation of 
the Congress, the State governments, and the nursing home industry, we can 
truly transform substandard nursing homes so that the very best nu_rsing 
homes of today will be the typical nursing homes of tomorrow, 

# II II 
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Last November HEvv·established February 1 a~ the 

date by which all States must have in place and ready to 
. . 

operate a mechanism for surveying and certifying sk1,lled 

nursing home providers. · . . 

~- . 
All but one State has met this objective, and ·even that 

State -- Pennsylvania -- is substantiully in accord with ~egu-

lations. 

We are pleased that. all States wcra able to make such 

exceptional p=ogress in just two months. 

On Xovember 30 1 we had idEm~tified 105 ilems requirir.g 

correction in the certification·process in the 38 states we 

identified then as having "substantitt.l 9eficiencies" and anotber 

. 16 in the dther 9 States with skilled nursing home progra-ms. 
/ 

As of February 1, there was only one such deficiency. 
! • • 

·· Secre.ta~/ Richardson has asked Mrs • Marie Callender I 

Special Assista.."'lt for Nursing Home Affairs and Mr. john D. Twinc-~me, 

._ 
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·-.n-.·~~w.mm .. ·------~- -----------.------·- ... . ·- ... _ .... ~ -· · ··- · -·· ~ · - ·--··--.. ·-------
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~~~t.rator .of: the S~al.-:artd i-Reba'bil.itati:on.: Service, to move ·with 

~ . 
all possible speed to resolve the re~ain,ing deficiency. . . 

While SRS will initiate the action necessary to call a hearing 

for Pennsylvania, we hope the State will quickly con·ect the· remain-

ing deficiency and make the hearing unnecessary • 
. 

I want to _point out that although, we consider the elimination 

. of-deficiencies in. the certification process a significant achievement, 
- . 

~- -it is only the first essential step in carrying out President Nixon's 

. ' 
directive to upgr~de the Nation's nursing homes. , 

\ 

The States, with our help, must turn attention now to the 

p~ogram for certifying that all skillec nursing homes pu.rticipating in 

Medicc?-id comply with Federal regulations. 

This must be done. by July 1, 1972", 
, 

This is a massive task but it must _be done if we are to 
. . . 

improve the quality of life. for those . who must depend on nursing home 
., .... 

care. 

. ;I . • . - " 

I want to point out that we are not interested ·in simply 

decertifying a lot of homes, although we w.Ul do this if we find it 

necessary. 

Out gpal is rather to do everything_, .humanly possi?le to 

assure that nursing home care is upgraded wher~ver necessary. This 
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is an entire~y dif_ferent effort, and a much more difficult one, 
. . 

but it is the c:1ly ·one that will make a real difference in the 

lives of nursi;.g home patients. .In this matter, 'we are determined . . 
• 

to take the ·high road of excellence instead of the low road of 

expcdienGy. 
. 

. If the States respond to this effort with the same 

inte'rcst and support that enabled them to eliminate their 

deficiencies in certification procedures, I feel confident the 

certification :;rogram will be co:nplcte<l successfully and on time. 
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U.S. DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 

HIE l 
NEWS 

FOR OOIEDIATE RELEASE 
Frida3', February 4, 1972 

• 

Social and Rehabilitation Service 
Office of Public Affair• 
Wa1hington, D. c. 20201 

KAPLAN 
(Home) 

NEWKIRK· 
(Home) 

(_202) 963-3054 
(301) 657-2557 

·. (202) 962-3529 
(703) 430-6074 

HEW Secretar-.r Elliot L. Richardson announced today that 48 states out of. 

49 which provide skilled nursing home care under the Medicaid program 

have met a February 1 deadline for installing systems for surveying and 

certifying skilled nursing homes. 

He said even that State - Pennsylvania - had only one deficiency 

and that was readily correctable. 

On N~vember 30, the Secretary announced that 38 States had "substantial 

deficiencies" in their nursing home certification processes and that Federal 

hearings would be initiated for those who were not meeting Federal certifi-

cation requirements by February 1. Nine other States had defzciencies of a 

less significant nature. Two States had no defects. 

"It is particularly gratifying that so many States were able to make 
~ -')0 

this exceptional progress in just two months" the Secretary said. "On 
, ~ 

~ovember 30, there were 105 items requiring cortection in the certification 

process in the 38 ~:tates we identified as having •substantial deficiencies' 

and another 16 in the other nine States with deficiencies. 

"Today, there is only one such deficiency remaining in the Nation." 

-· 
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Secretary Richardson said that he had asked Mrs. Marie Callender, 

Special Assistart for N'~Tsing Home Affairs, and Mr. John D. Twiname, 

Administrato~,Sccial and Rehabilitation-Service (SRS) to move with all 

possible speed to resolve the remaining deficiency in Pennsylvania. 

He said that SR8 would initiate at once the procedures n~cessary to 

call hearings but that he hoped the State would act speedily to install 

fully certification processes and thus make a hearing unnecessar.v. 

The Secretary _ said he is sending messages today complimenting the 

Governors of the States that have installed acceptable certification 

processes. 

Mr. Richardson :i'dnted out that while elimination of deficiencies 

in the c·ertification process was a significant achievement, it was only 

the essential first step in carrying out President Nixon's directive 

to upgrade the Nation's nursing homes. , 
"The States, with our help, must turn attention now to the next 

major step in the program -- the actual certifying that each skilled 

nursing home participating in Medicaid complfes,with Feder~l standard;, 

This is a massive ~ask that involves detailed inspection of all !uch 

homes and, where necessary, assuring that they are upgraded or de-

certified." 

This must be done by July 1, 1972, the Secretary said. 

''HEW people in the regional offices and in Washington are available 

to help-States meet this target," Mr. Richardson said. "In-addition, I 

have assigned an additional 142 positions for SRS to augment their 
I { 
: .... capability to provide assistance to the States." 

~--------------------------------------------------------~----------------.-~~~ .. ~-~-
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"If the States respond to this effort with the same interest and 

support that enabled them to eliminate deficiencies in their certification 

procedures, I feel confident the certification program will be completed .. 
successfully and on time. The beneficiaries ~ill be the Nation's nursing 

home patients." 

In Pennsylv~1ia, the State has a newly revised fire and panic code 

which is now being reviewed in HEW to determine whether it agrees with the 

Title XIX standa::ds. The problem is that the new code does not apply to 

Philadelphia, Pi~tsburgh or Scranton which use their own local fire codes, 

not approved by HEW. Although the State has indicated its intention to 

apply th~ fire and panic code to the three cities, this has not yet happenE!d 

and the State code is, therefore, not applicable State-wide as is required. 

; 
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As of today, February 4 at 10 :00 A.M., only Pennsylvania does not have in 

place a completely acceptable procedure for certifying skilled nursing 

homes. 

The problem is ~hat the newly revised fire and panic coqe that is now 

being reviewed in HEW does not apply to Philadelphia, Pittsburgh, or 

Scranton which apply local ordinances. 

, 

, 
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Art- ,;Jnc;a~ X X 

X 
X X I X 
X I 

De lat·ld.re X X X 
florida X 
Georgia X X 

X X X X 
1chho X X X 

l 

EXP~ .A:lAT1 ;,:: Of' cou:: ;;;s: 

A. Agr;emen~s for F:~.ci litv Survess 
Written agreement or mcmorand~~ of under
standing betw~en the Stete Medicaid agency 
.:rnd· t:h~ surve:,· agency C1-1hich performs on
site reviews of skilled nursing home;;). 
The agr~ement should delineate the respon
sibilities of each agency and provide for 
the exc;~nge of pertinent inforcation. 
45 CFR 205.190(a)(3) & 45 CFR 249,33(a)(2)(i). 

B. Hedicaid Standards in Sur-.revs 
The application by the survey agency of 
Federal Hedicaid standards relating to: 
(1) health, (2) sanitation, (3) construction, 
(4) phy~ical plant including fire safety, 
(5) patient records, (6) admission policies 
and procedures, and (7) administrative and 
fiscal records as prescribed by regulations 
45 CFR 249.10(b)(4)(i) & 45 CFR 249.33. 

C. t{ritten A~reements vlith Skilled Nursin; 
Ho~es 

Fo•mal-w;itten aer~ement between the State 
:-red:! cairi age=:cy end th~ skilled nursing ho::::;. 
~;hich receh·e i·leclicaid payoents. T~1ese 
e.grceme'lts should confonu with the applicab~-; 
rec,uire.nents of Federal regulations 
45 cr;, 249.1C(b)(4)(h); 45 CFR 249.33; and 
45 CFR 250,21. 

lr.dian~ X I X • J D. Tir:-e Lir:i ::s on A-:::r~encnts · 
101-;a X X 1 One :;ear a;;r~:~~i::-:1 s~~ill.:d ncrsin3 X 

•. -...:l\.=::-.:.:n.=s.:o:a.=s.,-------+---t-.::X:...__.__~X'-I-~,--+-___,.X,_1 homes ~;hich :-:.:!et all :-:cdicaid requirc~•t,nts. 
Kentucky X X X X Six aonth a:-:-eeoents ~-;ith skilled nu:-sin: 
Louisiana X X X hor.:es which~ !:<:we "correctable dcficicnci;s, ,. 
Naine X X X or deficier:cics vlhich the ~leC:icaid a~ency 

~:ilr.:..:..;:y:l_a_n-;d------t--,x,.,--+---'xi---+--xu-+--xi--+-x,-_1 can waive in accordance \·lith regulations 

Massachusetts X X 45 CFR ~49.33(:t.H2Hiv)._, 
Hichigan X X 

X X 
Hissouri X 
~lontana X X 
Nebraska X 
Nevada X X X 

New Jersey 

-----------------·~--~---~--~~--~---~ 

These incli.:.:a r;:vie'W oi sarvey ag~ncy repor: : 
by tP.e Necii.cai,i agency to cieterr.tine :·:heth;r : 
facility ~r.ccts :-!ediceid standards, .:-,?pro
priate follc•l·!-u~ with facilities \:h).ch have 
corre;tab~ deEiciencies obtaining and·~ 
revic•·ling s::aff:!.ng reports on a qua.rtedy 
basis; and <:sce::-taining that fac ... li::ies are 
licensed by the State lice:nsing .. authority 
45 CFR 249.10(b~(4)(i) & ~5 CFR 249.33. 

Alaska ·and Arizona do not participate in 
the tit ~e XI:< proE!ram. t;u~m· .!nd t~1~ 
"'-•gin islands do not have any skillc:l 
nursing home~. . ln Puet·to Rico no nur:.:'ing 
home fac ilities have been cert:Hied for 
title nx participation. 

-------------- 1---+-----~ ----- ------~-------~ I, 
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(Home)- (2~) 83.3-2012 

HEW Secretary Elliot L. Richardson told the White House Conference on 

Aging today that 38 states have "substantial deficiencies" in their nursing home 

certification process under Medicaid and called for rapid corrections. 

The Secretary said that "appropriate officials in all 38 of these states 

are being notified today" of the results of a recent survey of certification 

procedures "and advised that theY have until February 1 to significantly improve 

their Medkaid processes." 

Under the Federal-State Medicaid program, Federal regulations require states 

to certify that nursing homes meet Federal, State and local standards covering 

fire, sanitation, and safety, and for medical, nursing and general care services 

for patients. 

In his address to conference delegates meeting here through December 8, 

Secretary Richardson said "the States also have been informed that HEW stands ready 

to assist them, in any way the Department can, in upgrading their procedures. 

"And they have been further informed," he said, "that unless such improvements 

are validated by the. February 1 target date, HEW intends to initiate a non

compliance procedure that could ultimately result in witholding all Federal 

Medicaid funds from any or every one of the 38 States. II 

Secretary Richardson said, "Finally, all States and territories receiving 

Federal Medicaid funds have been given until July 1 of next year to inspect 

every participating skilled nursing home to insure that such homes are in 

(more) 
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compliance or in substantial compliance with the Medicaid certification procedur~ 

that the State must have in place by February 1." 

The deficiencies in certification procedures in the.38 States were found 

during a special survey of State Medicaid inspection and enforcement efforts 

undertaken at President Nixon's request and completed November 15. 

Secretary Richardson told the conference that "I am sure we can expect that 

some will accuse the Federal government of exhibiting too much muscle in this 

matter. 

"But I am hopeful," he said, "that strong Federal action will, in the end, 

prove unnecessary. I believe that none of the 38 States face insurmountable 

difficulties in meeting the February 1 target date. 

"But let there be no mistake about it," he said, "the President has said 

Federal funds will no longer be used to subsidize nursing homes that are little 

more than 'warehouses for the elderly •.• dumping grounds for the dying'- - -

and I mean to enforce that Presidential directive." 

In letters sent Monday to State officials responsible for the Medicaid 

program in the 38 States, John D. Twiname, Administrator of HEW's Social and 

Rehabilitation Service, outlined steps States must take if they are to avoid loss 

of Medicaid funds. 

By December 15, all States with deficiencies must submit to HEW Regional 

Offices written plans and timetables for correcting deficiencies. 

Mr. Twiname emphasized that if the target dates announced by Secretary 

Richardson to the Conference delegates are not met, he would "have no alternative 

but to initiate" the non-compliance hearings process. 

HEW acted to carry out the Presidential directive to upgrade nursing homes 

by developing plans to train 2000 additional State nursing home inspectors over 

(more) 
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the next 18 months, planning short-term courses for those who regularly furnish 

services to patients, and helping States set up .. ombudsman .. units to check 

complaints by patients. 

The Department has asked Congress to amend the Social Security Act so that 

the Federal Government can pay 100 percent of the cost of Medicaid inspections, 

and has asked for funds to add 150 Federal positions for enforcement of nursing 

horne standards. 

To expedite the job, Secretary Richardson mobilized task forces in each 

HEW region which, on October 18, began the survey of Medicaid certification 

standards in each State. 

# # # 

NOTE TO CORRESPONDENTS: List of 38 States, copy of the letter to State officials, 
and a background sheet are attached. 



STATES 
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Arkansas 
California 
Connecticut 
o.c. 
Delaware 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa,. 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Michigan 
Minnesota 
Mississippi 
Montana 
Nevada 
N. Caroli"" 
N. Dakota 
N. Hex. 
New York 
Ohio 

' Oklahoma 
Oregon 
Pa. 
S. Carolim 
s. Dakota 
Tennessee 
Utah 
Vermont 
Washington 
Wisconsin 
w. VirginL 
Wyoming 

SELECTED AREAS REQUIRING SIGNIFICANT IMPROVEMENT IN THE CERTIFICATION OF 
SKILLED NURSING HCMES FOR PARTICIPATION IN THE TITLE XIX PROG!Wl 

FAILURE .OF STATES TO: EXPLANATION OF COLUMNS : 
... A • 6greements for Facilit~ Surve~s .. .. .., c Written agreement or memorandum of understanding "' !E .. 

"' 
., 

~~ 
.., 

between the State Medicaid agency and the survey 0 ] Qj .... Qj .. 

" ~ "' .. agency (which performs on-site reviews of .skilled .. ., 
"' "' ... Qj .. » .. oo::s ::s "' nursing homes). The agreement should delineate .. Qj ., ., c . 

~ e tr::S 
c t QI'O the responsibilities of each agency and provide .., C'O "' 00 "' Qj ! ~ ... Qj Qj ... ., u for the exchange of pertinent information • ., ., ....... &c "' e 2l>. u » ~:J .8 45 CFR 205.190(a)(3) and 45 CFR 249.33(a)(2)(i). ... Qj Qj 0 Cl. 
OOoJ .., t ~~ "' .. ., ... .. 0 » ... l! ::s ., Qj .. e B • Medicaid Standards in Surve~s ..... .. .. .c J u ... ~ > u .. . >oJ !!;l The application by the survey agency of Federal :!.:l .. c :!i :! ;:l 

:::> ... ""''"' 
... Medicaid standards relating t·o: (1) health, 

.A. B D t; 
(2) sanitation, (3) construction, (4) physical 

.ll .!2 .u 24 38 plant including fire safety, (5) patient records, 

X X 
(6) admission policies and procedures, and 
(7) administrative and fiscal records as prescribed 

X X by regulations 45 CFR 249.10<b)(4)(i) and 
X X X X 45 CFR 249.33. 
X X X 
X X X X X c. Written ~reements with Skilled Nursing Homes 

X X Formal written agreen~nt between the State 
X X X X Medicaid agency and the skilled nursing homes 
X -X X which receive Medicaid payments. These agreements 

X X should conform with the applicable requirements of 
X X Federal regulations. 45 CFR ·z49.10(b)(4)(h); 

X X X 45 CFR 249.33; and 45 CFR 250.21. 
X X X 
X X X X D. Time Limits on ~reements 
X X X One year agreements with skilled nursing homes 
X X X which meet all Medicaid requirements. Six month 

X X X X X agreements with skilled nursing homes which have 
X X "correctable deficiencies," or deficiencies which 
X X the Medicaid agency can waive in accordance with 

X X regulations. 45 CFR 249.33(a)(2)(iv). x X X 
X X X X E. Other Reguired Surve~ Procedures 

X X These include review of survey agency reports by ii~ X X the ·Medicaid agency to determine whether a facility 
X X meets Medicaid standards; appropriate follow-up 

X X with facilities which have correctable deficiencies; 
X X obtaining and reviewing staffing reports on a 

X X X quarterly basis; and ascertaining that facilities 
X X arc licensed by Ll~ State licensing authority. 

X X X X 45 CFR 249.10(b)(4)(i) and 45 CFR 249 .33. 
X X 
X X 

X X X N<JrE: The information in this chart is based on 
X X recent finding~ by tlw Regional Office survey teams 

X X X and is not necessarily complete . The States have 
X X been advised of the deficiencies and have been 

X X asked to submit plans for correction. The degree 
X X X X of deficiency in each area varies from State to x X State. 

. 
·~ 
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LITTER FROM TH1 .AD~Tat, SOCII.L AND REHABILIT~'l'I~ SERVICE, DllEW, 
TO THE DIRICTCllS OF Ti'l'IB Jil AGENCIES IN THE .. 38 STATES WHERE HEED FCll 
SIQIInCWIT IMPROVIMIIf D THE. SIILLID NlBSIIIl H<H: CERTIFICATICil PROOESS 

. IWS BUI lDD'rD'IID . . 

Staff froa the Department of Health, EdUcation, and Welfare Regional Office 
ha-n recentq vi&d.ted ~ State to survey the "'dlled cursing hQJII8 certification 
poocesa. The intGI'JI&tion the7 gathered has been tzoan8Jiitted to me by tbe Begi<Ul 
Of'.tloe and hae been eubjected to an anaJ.Tais by' the staff of the MBd1 cal Serri.ces 
AdJJhdatrat.icm 1R Waahiqtc:m. Review of this report 1Dd.ioates that there are 
8li)atant1al detioienoies 1D ;your sld.l.led curBing hOM certi.ticati.OD proeess wbich 
Nq1d.re ai&Diftoant correotiTe actian. Thu, there ia a question of cQitPliance. 

Social arut Jehah111 tation Service staff will assist any state where the ceed tar 
llip11'1oant illprOft..ct has been identified iD upgrading its ·procedures. wa 
bope and mticd.pate that it will cot be necessaey to institute compliance JrO. 
oeedia&s tbat would. reeult in the withholding ot Federal tunds. · 

'!~bare the Re&ional ottice has cot alread7 rec«l. Ted a written plan and tJ.metable 
tor• ccrreot.ion ot deticiencies trom the State, the state DIWit submit this b7 
December 15, 1911. 1biN inautficict infar•tion has bee obtained by' tbe 
eurvey teua recardi.Dc the certitication proceu, they will be in touch with ;rou 
to obtain thia furtber iDtorm&ti on b)' December 6, 1971. · 

I am amd.oue to have all states come into compliance with title nx regulaticma 
tor oertitioatioa ol ek111ed nursing homes without the n.ecesait7 of calling a 
Cfalcnd.t7 heariral· . 

To acccaplillh the certi.f'icatic goal, we baTe eet the .following target dates tor 
tull 0011plimoe 1D all State• & 

hbr~ l, ~ll --all States must haTe in place aDd ready to 
oper~ a •Cliiil.• (1Dc1udiD.g argmisation, procedures, and 
starr) tar ~and certU)riDg ald.lled nursing hCD pro
Yiders. Beg1nn1 nc on tlv.t date • each State will be expected 
to prooeee all nn provict.er applicants throuch that J111!tchao1am. 

af~72 -. all States v.Lll be expected to baTe e,...m ned 
OlpatiJac akilled nuraing ho•a and to baTe established 

St tbe7 lv.Te ulid provider acree•nts am that they are in 
cCIIIPliuoe or subet.antial oo..,Uuoe 'ld.th Federal stadards. 

As stated aboYe• the Regional (".om1esioner is available to assist ,..ou in &D1' vq 
that he can to ••t tbllse deadlines. If'. h0118Yer, the target dates listed in the 
:1.-diateq prececling paraaraph are not •t, I v1ll have no alternative but to 
1nit1ate the CCID1'CIII'Jd._. bear1Dc proeua. tbd.er Section ~(a) ot the Social 



Securiv jet, the · Sacntary' ot Health, Educattcm, and Welfare is required to 
Jrovide oppart1Dlit7 to a state tor a he&J'iDg to detel"ld.IJe it there is failure to 
OGIIPl¥ 1d.t.b Peclc'al l"8qUiNNDanta~ It tbe State ia found to be out ot CCDPliaDce, 
all or part. ot tbe l'ederaltuadiD& tor tbe title III program in the state m&8t 

. be 111 t.bbeld.. 

The abont poocedUI'ea and deadU nes relate Clll1' to the certiticat.icm process. 
We 11111 ahcrtl7 plan tar the review of other aspects of tbe ald.lled nursing home 
prograra 1D 70111" state that 11111 c<mtr utilisatiOD rev.l.ev, medical rmev, and 
other requ:t.re.uta ot title XIX. 

John D. Tvinama 
Administrator 
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Backgr,.Jund Paper 

Certification of Skilled Nursing Homes 

November )O, 1971 

A skilled nursing home qualified to care for Medicaid patients and receive 

Medicaid payments is a facility, or distinct part of a facility, .that has 

been surveyed and certified as meeting the conditions and standards set 

forth under Federal, State and local regulations. These regulations 

define standards for the physical attributes .of the institution (fire, 

sanitation and safety rules) and for the medical, nursing, and general 

care and services to be provided for patients. 

Since Medicaid is a Federal grant~in-aid program administered by the 

States in accordance with Federal regulations, State Medicaid agencies 

are responsible to the Department of Health, Education, and Welfare 

(SRS) :for making sure that State programs operate in ac·cordance with 

allFederal regulations as well as with State and local :tt,tles. 

A State can give the Department of HEW assurance that this is so 

only if it demonstrates that homes are inspected, that standards are 

enforced, and that only homes that meet Federal, State, and local 

standards are "certified" to participate in the Medicaid program and 

receive Medicaid funds. 

How does a State do this? The staff of a State Medicaid agency has 

neither the personnel or expertise to survey homes to find out whether 

they meet the standards for fire safety, or nursing care, or dietary 

planning. The Medicaid agency therefore arranges for the "survey" or 

inspection function to be done, usually employing the State licensing 



-2-

authority or.the State authority designated to survey for the Medicare 

program. This is accomplished thru an "interagency agreement." The 

agency responsible for surveying inspects homes, notes deficiencies, 

makes recommendations, and forwards its report to the Medicaid agency. 

The next step is up to the Medicaid agency which must review the survey 

findings, inform the home of deficiencies, discuss the possibility of 

prompt remedial action, and decide whether or not the home meets all 

requirements for certification. If t:he home meets standards the 

Medicaid agency may enter into a "provider agreement" with it. The 

provider agreement will be in effect for a maximum of a year, and 

will specify the services to be made available to Medicaid patients and 

the rate at which the home will be reimbursed for these services. 

If the Medicaid agency decides that the home is in substantial compliance 

with requirements except for some deficiencies which individually or 

collectively do not jeopardize patients' health and safety, the State 

agency may enter into a provider agreement with it for a maximum of 

six months, providing it is reasonable to believe that the deficiencies 

can be corrected within that period and the nursing home provides a 

written plan indicating how it will do so. No more than two successive 

6-month agreements may be executed with any nursing home having deficiences. 

The second agreement may be signed only if the home can document its 

remedial effort and progress. 
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The reports of the regional survey teams that recently inspected State 

efforts to enforce nursing home standards noted deficiencies relating to 

interagency agreements, certification procedures, and provider agreements -

deficiencies serious enough to have made us inform 38 States that 

"significant improvements are needed" in theircenforcementp~Dams. 

Interagency agreements may have been ambiguous about the respective 

responsibilities of the agencies involved, or they may have failed to 

set standards for the professional qualifications of surveyors, or 

may have failed to call for recommendations for the correction of the 

deficiencies found, or may have been totally nonexistent. 

Certification procedures were deficient in that they permitted the 

certifica~ion of homes which did not meet Federal standards. For example, 

in some cases States did not use Medicaid standards in surveying homes 

or the Medicaid agency did not review the survey agency's findings before 

approving Medicaid payments to a home. 

Provider agreements were sometimes signed with homes although they did not 

meet the conditions for such agrPements. Some agreements were issued 

for an indefinite period. Twelve-month agreements were sometimes signed 

when six-month agreements were called for. Or successive six~month 

agreements were signed when they could not be justified. 



HEW 
NEWS 
FCR RELEASE IN A.M. PAPERS 
Friday, October 29, 1971 

U.S. DEPARTMENT OF HEALTH, EDUCATION, AND WELI='ARE 
Office of the Secretary 
Washington, D.C. 20201 

Office of Public Affairs 

BROUDY--962-8897 

Dr. Kerlin I. DuVal, Hl!.W1 s Assistant Secretary for Health and Scientific 

Affairs, todq named Mrs. Marie Callender to serve as his Special Assistant for 

Nursing Home Affairs. 

Mrs. Callender, 39, a member of the faculty of the University of 

Connecticut School of Medicine, has had a varied career in public health practice, 

teaching and research. Her research has included studies of patient progress 

in nursing homes, the organization of patient care in extended care facilities, 

and home-based chronically ill adults. 

Dr. DuVal said that Mrs. Callender would serve as a focal point for HEW 

efforts in the area of nursing home affairs, starting in early Novanber. 

"We are extremely fortunate in having been able to enlist Mrs. Callender 

in this national effort to upgrade the quality of long term care, tt said Dr. DuVal, 

who has been given responsibility for over-seeing all nursing home enforcement 

activities. "She brings to this demanding assignment a rare understanding of the 

dimensions of the problem as well as the awainistrative ability to coordinate and 

develop, within the health structure of the Department, program activities related 

to nursing home initiatives. We will draw heavily on her talents and experience 

in carrying out the President's August 6 directive to take specific action to 

improve the standards and quality of nursing home care." 

At the University of Connecticut School of Medicine Mrs. Callender was an 

assistant professor in the Department of Community Medicine and Health Care. She 

taught medical and dental students the organization and delivery of health care 

(More) 
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and conducted courses in the epidemiology of medical care for doctoral candidates 

in sociology, psychology and anthropology. In addition, she was director of the 

Community Studies Unit. 

A native or Rupert, Idaho, who now lives in Pine Orchard, Connecticut, 

Nrs. Callender holds the Bachelor of Science degree and Public Health Nursing 

Certificate from the University or California at Los Angeles and the Master of 

Public Health degree from the University of California at Berkeley. She is 

completing requirements at Yale University for the Ph.D. degree in Epidemiology: 

Medical Care. 

Before coming to the University of Connecticut in 1970, she was a research 

associate in the Department or Epidemiology and Public Health at Yale University. 

Mrs. Callender began her work in public health in 1954 as a staff nurse 

in the Alameda COWlty, California, Health Department. From 1959 to 1961 she was 

an instructor in the School of Nursing at the University of California, San 

Francisco. In 1961 she became staff consultant for chronic diseases and adult 

health in the Westchester County, New York, Health Department, and from 1964 to 

1966 was Associate Director of that Department's Division of Chronic Diseases 

and Adult Health. 

During lS6S Mrs. Callender held a joint appointment as administrative 

assistant at the Yale-New Haven Hospital and Research Associate at the Yale 

University Medical School. 

In addition to her studies of nursing homes, Mrs. Callender has conducted 

research and demonstration projects on health aides, neighborhood health centers, 

and prepaid group practice. 

I I II 
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Sundq ~ October 24, 1971 

U.S. DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 

Office of the Secretary 
Washington, D.C. 20201 

Office ot Public .Atfairs 

BROUDY--(202) 962-8897 
(Haae)--(301) 6S4-7l20 

The Depa:rt.mt ot Health, lducation, and Welfare spelled out todq some 

of the ateps it will take to uaiet the States in carrying out their role in 

the national ettort to illprove the quality of nursing hcae care. 

In a letter to the Governors ot all SO States Dr. Merlin K. DuVal, 

Aalliatant Secreta17 for Health and Scientific Affairs, prOIIised Federal help 

em nursing home inapectiona, training of personnel, and establishment by the 

States of •CIIlbu.ciaan• units to check complaints by patients. 

"We are •oat amd.ous to assist you, aa well as to receive assistance 

froa you aDd your natf· in a joint e.t'fort to improve the performance ot Federal 

and State reaponaibilities,• he llid. 

Preeiclellt Nix011 011 Auguat 6 called on Bli1rl to take apecific action to 

illprove the etandarda and. quality of nursing hc:ae care. Dr. DuVal has been 

aiTen the reeponsi'bUity for overaeeing all nuraing home enforc•ent activities. 

In hie letter; he said that State inspector• ahould be strongl.y urged to 

mtoroe Fed.eral and State standardl tor nursing homea. 

State pC'sorm.el inspect nursq home a for Medicare ·under tull Federal 

reiaburs•et and. inspect for Med.ioaid on behalf of the State Medicaid program. 

HIW has asked Congress to -.end the Social Security Act eo that the Federal 

Oonrmumt can pq 100 percent of the cost ot Medicaid inspections. 

•In the meantime, • Dr. DuVal told the Governora, live will provide you with 

u auch short terll help u possible in the form of teams of Federal personnel who 

are qual.it1ecl to do inapectiona and who can provide technical assistance, advice 

and aupplaaentati~ to your statt.• 

(More) 
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The letter also prardsed the Governors that the Federal Government would 

provide training for State nursing home surveyors and for professional and 

paraprofessional health workers who take care of uursing home patients. 

Dr. DuVal also uked the Governors to implement another element in 

President Nixon' a plan for nursing home improvement--the establishment of 

investigative units to review and follow up complaints made by or on behalf of 

nursing home patients. Governors are being requested to develop plans for such 

"oabudalan" units in their offices. 

In States where homes have been decertified from participation in the 

Medicare program this year a list of these homes was sent to the Governor 

together with the letter. Dr. DuVal suggested an inspection of these homes 

for Medicaid cCIIIIPli&nce and requested a report by Decanber 1. 

I I II 

NOTE TO CORRESPONDUTS 1 .A.. list of these decertified homes and a cow of a 
letter to the Governors are attached. 



FACILITIES TERMINATED BY THE SOCIAL SECURITY ADMINISTRATION 
FROM PARTICIPATION IN MEDICARE 

Arizona - 1971 

Facility 

Beverly Manor 
Phoenix, Arizona 

California - 1971 

Facility 

Hyde Park Convalescent Home 
Los Angeles, California 

Arrowood Conv. Hospital 
Ukiah, California 

Convalescent Hospital - Valley Branch 
Van Nuys, California 

Sherwood Conv. Hospital 
Van Nuys, California 

*Ygnacio Convalescent Center 
Walnut Creek, California 

Termination Date 

2/1/71 

Termination Date 

3/10/71 

5/27/71 

5/1/71 

5/1/71 

10/25/71 

*Governor Reagan received information about this termination earlier in a 
telegram from Dr. DuVal dated October 4, 1971. 

Michigan - 1971 

Facility 

*Avonside Nursing Home 
Detroit, Michigan 

*Fairlane Memorial ECF 
Detroit, Michigan 

Longfellow Nursing Center 
Detroit, Michigan 

Termination Date 

10/25/71 

10/25/71 

4/30/71 

*Governor Milliken received information about these terminations earlier 
in a telegram from Dr. DuVal dated October 4, 1971. 



FACILITIES TERMINATED BY THE SOCIAL SECURITY ADMINISTRATION 
FROM PARTICIPATION IN MEDICARE 

Ohio - 1971 

Facility 

Pearl view, Inc. 
Brunswick, Ohio 

Madeline Marie Nursing Home 
Cincinnati, Ohio 

*Avon Convalescent Center 
Cincinnati, Ohio 

*Curtis Nursing Home, Inc. 
Cleveland, Ohio 

Termination Date 

9/15/71 

2/16/71 

10/25/71 

10/25/71 

*Governor Gilligan received information about these terminations earlier in 
a telegram from Dr. DuVal dated October 4, 1971. 

Pennsylvania - 1971 

Facility 

Norwood Nursing and Convalescent Home 
Philadelphia, Pennsylvania 

Texas - 1971 

Facility 

Four Seasons Nursing Center 
of Brookhaven 

Dallas, Texas 

Waldrop Sanitarium 
Hquston, Texas 

The Pavilion 
McKinney, Texas 

LaCasa Canyon Nursing & Conv. Home 
Canyon, Texas 
Victoria Conv. Center 
Victoria, Texas 

Termination Date 

2/12/71 

Termination Date 

7/21/71 

5/10/71 

4/16/71 

5/8/71 

2/4/71 



DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 

OFFICE OF THE SECRETARY 

WASHINGTON, D.C. 20201 

Dear Governor 

In early August the President announced a major new Federal effort to 
improve the quality of nursing home care. Secretary Richardson has 
already told you about some of our plans, but I would like to take this 
opportunity to give you some further details and enlist your support of 
our activities. 

A major thrust of the new effort is enforcement of existing standards 
for nursing homes. This includes full enforcement of the Federal and 
State standards for extended care facilities under Medicare and for 
skilled nursing homes and intermediate care facilities under Medicaid. 
The effort will necessitate the termination of payments to substandard 
facilities under both of these programs in as expeditious a manner as 
possible unless standards of care are raised to meet the minimum re
quirements. To accomplish this, your State inspectors--both those who 
inspect for Medicare under full Federal reimbursement by that program, 
and those who inspect for Medicaid on behalf of your State Medicaid 
agency--must be encouraged to enforce the standards stringently through 
complete inspection of all homes, documentation of deficiencies, and 
consultation with providers to help them improve their facilities. 

We are fully aware that this enforcement program may place even greater 
strains upon your State's personnel and financial resources. Consequently, 
we have asked Congress to amend Title XIX of the Social Security Act so 
that we can pay 100 percent of the costs of inspection for the Medicaid 
program. In the meantime, we will provide you with as much short term 
help as possible in the form of teams of Federal personnel who are quali
fied to do inspections and who can provide technical assistance, advice, 
and supplementation to your staff on an ad hoc basis. Arrangements for 
these teams will be made with your State agency through our HEW Regional 
Office. 

Many of the nursing homes in your State participate in both Medicare and 
Medicaid. Since the standards for Medicare extended care facilities and 
Medicaid skilled nursing homes are nearly identical, the inspections and 
decisions made for one will often apply to the other. I would expect, 
therefore, that if a Federal decision to terminate Medicare payments is 
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made, Medicaid payments are also apt to be terminated by your State 
agency, unless adequate justification is presented for continuing the 
home in the Medicatd program. If any homes in your State have been de
certified from participation in the Medicare program this year, a list 

· of those homes is enclosed. I assume that you will want to inspect 
these homes as soon as possible for compliance with Medicaid standards, 
and I would appreciate a report from your designated representative on 
these homes as soon as inspections are completed, hopefully no later 
than December 1. Such a report may be sent to the Regional Director 
in the HEW Region serving your State. Should any home fail to take the 
necessary steps to comply with Federal and State regulations, and Medicaid 
payment termination is in order, we will, of course, work with your staff 
to assure that any patients in facilities terminated are placed in other 
facilities. 

To enhance the capability of your staff to enforce standards, we will 
provide training for State nursing home surveyors under contracts we 
have with university training centers. Within 18 months, we hope that 
all of your staff conducting surveys and inspections under Medicare and 
Medicaid and your State licensure programs will have received this 
training. Although this training will take inspectors away from their 
jobs for 3-4 weeks, I solicit your complete support in encouraging their 
participation in this training because it represents a critical part 
of our joint enforcement activity. If your policies currently restrict 
out-of-State travel, or otherwise deter the possibility of staff partici
pation, I would hope that you could reexamine these'policies and support 
us in this effort • 

. I 

Another element of the President's proposal envisions the establishment 
of investigative or "ombudsman" units in the States to review and follow-. 
up complaints made by, or on behalf of, nursing home patients. I would 
·appreciate your having plans developed for establishing such a unit in 
your office. Some modification of Federal regulations and some Federal 
support may be necessary in this area, and I look forward to working 
with you on this. 

Finally, there are other actions we will be taking to improve nursing 
·home care. A study of long-term care is under way through which we 

hope to reexamine our national policy. Also being developed are short
term training programs for health workers--bqth professional and para
professional--who work with nursing home patients. 

' We are most anxious to assist you, as well as to receive assistance from 
you and your staff in a joint effort to improve the performance of 
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Federal and State responsibilities. Please let me know if you have 
specific problems or suggestions. I look forward to hearing from you 
or your designee. 

Sincerely yours, 

Merlin K. DuVal, M.D. 
Assistant Secretary for 

Health and Scientific Affairs 

• 



FOR IMMEDIATE RELEASE JULY 19, 1972 

Office of the White House Press Secretary 

---------------------·---------------------------------------------------
THE WHITE HOUSE 

FACT SHEET 

NURSING HOME PROGRAM 

Backgrour..d 

At Nashua, New Hampshire, on August 6, 1971, in an announcement made at 
the Greenbriar Nursing Home, the President said that "for those who need 
them, the nursing homes of America should be shining symbols of comfort 
and concern. 11 

Noting that "many facilities now fall woefully short of this standard, " the 
President said that it is the goal of his Administration "to see that all of our 
nursing homes provide care of high quality. " 

Repeating a pledge for action made before the joint convention of the National 
Retired Teachers Association a:1d the Ame:dcan Association of Retired Persons 
in Chicago on June ZS, 1971, the President annouo.ced an e5.ght-point plan aimed at 
upgrading long term care f.acilities throughout the natim and at developing new 
Federa.I initiatives in institutional and non-institutional long term care. 

Progress on the Pres;.dent 1s Plan for Act!.on 

1. Cutf.off of Federal funds to substandard nursing horr:ec. 

Action: The Department of Health, Education, and Welfare surveyed 47 States, 
Puerto Rico and District cf Columbia Medicaid nursing home standard 
enforcement programs and found 39 States deficient as of November 30, 
191'1. Stai:es wa:::e given until February l, 1972, to n;-(jra.de certc:i:ic-ll.Hc.>n 
programs, and until July 1, 1972, to act on certification of all 7, 000 . 
Medicai.c okilled nursing homes. As of this date, 579 hcili.t:'.Aa '.1ave 
been decertified or have withdrawn from the program in face of strict 
application of Federal standards; 4, 766 have been certified with six
month timetables to correct deficiencies not a!!ecting patient health 
and safety; 1, 469 have been found in full conformity with all Federal 
standards; and Z44 remain in process of certification with final action 
expected on or before July 31. 

z. Consolidation of all acti·.rities related to enforcement of Federal nursing 
home standards into a single office. 

Action: Creation of HEW Office of Nursing Home Affairs and appointment of 
Mrs. Marie Callender as Special Assistant for Nursing Home Affairs. 
New office was charged with coordinating enforcement programs of 
Social and Rehabilitation Service, Medical Services Administration, 
Social Security Administration and Health Services and Mental Health 
Administration. 

3. Training of State nursing borne inspectors. 

Action: Four-week, university-based training provided for 700 of nation's 
1,100 State health facility surveyors as of July 1. Remainder 
expected to be reacned within the year. 

(MORE) 
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4. Federal assumptio~ of State Medicaid nursing home inspection cost. 

Action: The President requested this legislation from the Congress on 
October 7, 1971. Upon enactment, this legislation would encourage 
States to further expand enforcement resources and upgrade health 
facility survey programs. · 

5. Expansion of Federal nursing home standards enforcement resources. 

Action: A staff expansion was requested and authorized by Congress as part 
of a $9.6 million Nursing Home Supplemental Appropriation sent to 
the Congress on October 7, 1971 and signed by the President on 
December 28, 1971. The new funds enabled deployment of 227 
additional enforcement personnel, with most distributed among 10 
HEW regional offices to provide technical assistance to State 
inspection programs. 

6. Training of medical and allied health professionals working in nursing homes. 

Action: Federally-sponsored programs operated in conjunction with nationally 
professional associations and nursing home groups are programmed to 
reach 20,000 of nation's 500,000 long term care personnel this year, 
an additional 20,000 next year. Primary focus on physicians, nurses, 
nursing home administrators and patient activity directors. 

7. Assistance to States in establishing nursing home patient "ombudsman" units. 

Action: Five models developed for testing this year. Contracts with four 
States and a national organization to be announced shortly. Pending 
outcome of field tests, 885 Social Security District Offices were 
ordered to receive complaints from patients and relatives for 
forwarding to appropriate State agencies. More than 2, 000 complaints 
acted on to date. 

8. Comprehensive review of the use, standards and practices of long term 
care facilities and development of new Federal policy and program proposals. 

Action: Office of Nursing Home Affairs has initiated exhaustive study of all 
modes of institutional and non-institutional long term care with focus 
on development of comprehensive Federal plan to encourage 
development of improved facilities and new alternatives to institutional 
care. Study and recommendations to be completed within one year. 

Some Facts on Nursing Homes 

Number of Institutions for the Aged 

Type of Ownership: 
Proprietary-for profit 
Private Non-profit 
Governmental (State and Local) 

Average monthly charge per resident (1971) 
In skilled nursing homes 
In intermediate care facilities 

(MORE) 

23,000 

7111/o 
20% 

9% 

$420 
$270 
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Number of persons 65 and o· .. er (1971) 
in long term care institutions 

Federal support of nu::oing home 
patient care (1971) 

State e.nd local go•1ernments spend 
Private sources spend over 

Nursing home "industry" is close to $3, 5 
billion of which public funds represent 
almost 75o/o 

Skilled nursing beds certi£:.~<.1 as Medicaid 
providers as of 7/17 /7Z 

# # 

1,000,000 

$1. 5 billion 
$1. 1 billio~ 
$900 million 

430,997 



TABLE 1 
SUMMARY OF SKILLED NURSING HOME CERTIFICATION STATUS BY STATE, JI.IT.Y 1, 1972 

NUMBER PERCENTAGE DISTRIBUTION 
SNH Still SNH No Longer No 

STATE SNH Properly in the in Program Still Longer 
Certified Certifica- Decertif- With- Certi- in in 

as of 7/1/72 tion Process ication drawn fied Process Program 

TOTAL 5704 869 187 248 81 12 7 

Alabama ••..•••••••••• 154 -- -- -- lUO -- --
Arkansas ••.•••••.•••• 16 -- -- -- 100 -- --
California ••.•••••••• 1206 -- 4 33 97 -- 3 
Colorado ••••••••••••• 143 -- 1 17 89 -- 11 
Connecticut •••••••••• 191 1 8 32 83 ·k 17 
Delaware ••••••••••••• 12 -- -- 1 92 -- 8 
Dist. of Col ••••••••• 4 -- -- 1 80 -- 20 
Florida •••••••••••••• 238 -- 2 -- 99 -- 1 
Georgia •••••••••••••• 237 -- 6 8 94 -- 6 
Hawaii. •••••••••••••• 20 -- 1 1 91 -- 9 
Idaho ••••••••.••••••• lf3 12 -- -- 78 22 --
Illinois ••••••••••••• 168 77 -- 3 68 31 1 
Indiana ••••••••••.••• 93 -- -- 4 96 -- 4 
Iowa ••••••• , ••••••••• 50 -- -- 7 88 -- 12 
Kansas •••••••••••••• , 63 -- -- 3 95 -- 5 
Kentucky •••••••••.••• 81 -- -- -- 100 -- --
Louisiana •••••••••••• 140 -- -- 1 99 -- 1 
Maine ••• , ••••••••• , •• 21 -- -- -- 100 -- --
Maryland ............. 91 -- -- 5 95 -- 5 
Massachusetts •••••••• 173 51 -- 1 77 23 ... ~ 

Michigan ••••••••••••• 293 10 1 -- 97 3 * Minnesota •••••••••••• 222 1 -- 8 96 * 4 
Mississippi,, •••••••• 80 -- -- -- 100 -- --
Missouri ••••••••••••• 97 5 8 16 77 4 19 
Montana •••••••• , , •••• 64 -- -- 1 98 -- 2 
Nebraska ••••••••••••• _4_5 -- 3 4 87 -- 13 
Nevada ••••••••• , ••••• 17 -- -- -- 100 -- --
New Hampshire •••••••• 14 -- -- -- 100 -- --
New Jersey ••••••••••• ZZ1 -- 1 4 98 -- 2 
New Mexico ••••••••••• 19 -- -- 1 95 -- 5 
New York ••••••••••••• 62 370 94 18 11 68 21 
North Carolina ••.•••• 101 -- 4 4 93 -- 7 
North Dakota ••••••••• 48 -- 1 -- 98 -- 2 
Ohio •••.••••••••••••• 121 125 39 1 42 44 14 
Oklahoma ••••••.• , •••• 5 -- -- 3 63 -- 37 
Oregon ••••••••••••••• 17 50 4 10 21 62 _li 
Pennsylvania ••••.•••. 4 65 1 1 6 92 2 
Puerto Rico •••••••••• 7 -- -- -- 100 -- --
Rhode Island ••••••••. 43 -- -- 16 73 -- 27 
South Carolina ••••••• 76 -- -- -- 100 -- --
South Dakota ••••••••• 53 -- -- 1 98 -- 2 
Tennessee ......... , •• 49 -- -- 3 94 -- 6 
Texas ••• , •••••.•••••• 325 -- 5 24 92 -- 8 
Utah ••••••••••••••••• 28 -- -- -- 100 -- --
Vermont •• , ••••••.•••• 22 -- -- -- 100 -- --
Virginia ••.••••.••••• 51 -- 2 8 84 -- 16 
Washington ••••••••••• 175 102 1 3 62 36 2 
West Virginia •••.•••• 20 -- -- -- 100 -- --
Wisconsin •••......... 263 -- 1 5 98 -- 2 
Wyoming •••••••••.•••• HI -- -- -- 100 -- --

"'Less than 1%. 
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TABLE 1 A 

SUMMARY OF SKILLED NURSING HOME CERTIFICATION STATUS BY STATE, July 17, 1972 

NUMBER PERCENTAGE DISTRIBUTION 
SNH Still SNH No Longer No 

STATE SNH Properly in the in Program Still Longer 
Certified Certifica- Decertif- With- Certi- in In 

as of 7/17/72 tion Process ication drawn fied Process Program 

TOTAL 6,235 244 327 252 88 4 8 

Alabama •••••••..••• 154 -- -- -- 100 -- --
Arkansas ••••••••.•• 16 -- -- -- 100 -- --
California •••••••• 1206 -- 4 33 97 -- 3 
Colorado ••.•••••••• 143 -- 1 17 89 -- 11 
Connecticut •••••••• 191 1 8 32 83 * 17 
Delaware ••••••.•••• 12 -- -- 1 92 -- 8 
Dist. of Col ••••••• 4 -- -- 1 80 -- 20 
Florida •••••••••••• 238 -- 2 -- 99 -- 1 
Georgia ••••••••.••• 237 . - 6 8 94 -- 6 
Hawaii ••.•••••••••• 20 -- 1 1 91 -- 9 
Idaho ••••••.••••••• 55 -- -- -- 100 -- --
Illinois ••••••••••• 208 37 -- 3 84 15 1 
Indiana, •••••.••••• 93 -- -- 4 96 -- 4 
Iowa ••••••••••••••• 50 -- -- 7 88 -- 12 
Kansas •••••••.• , ••• 63 -- -- 3 95 -- 5 
Kentucky ••••••••••• 81 -- -- -- 100 -- --
Louisiana ••.••••••• 140 -- -- 1 99 -- 1 
Maine ••.•••••••.••• 21 -- -- -- 100 -- --
Maryland ••••••••••• 91 -- -- 5 95 -- 5 
Massachusetts •••••• 190 19 11 5 84 8 8 
Michigan ••••••••••• 302 1 1 -- 99 * ~' 
Minnesota •••••••••• 223 -- -- 8 97 '" 3 
Mississippi •••••••• 80 -- -- -- 100 -- --
Missouri ••••.•.••• 102 -- 8 16 81 0 19 
Montana •••••••••••• 64 -- -- 1 98 -- 2 
Nebraska ••.•••••••• 45 -- 3 4 87 -- 13 
Nevada •••••.••••••• 17 -- -- -- 100 -- --
New Hampshire ••••• 14 -- -- -- 100 -- --
New Jersey ••••••••• 221 -- 1 4 98 -- 2 
New Mexico •••••••• 19 -- -- 1 95 -- 5 
New York •••••••••• 270 34 222 18 50 6 44 
North Carolina ••••• 101 -- 4 4 93 -- 7 
North Dakota •••••• 48 -- 1 -- 98 -- 2 
Ohio •••••••••••••• 156 90 39 1 55 31 14 
Oklahoma •••••••••• 56 -- -- 3 95 -- 5 
Oregon •.••••.••.•. 67 -- 4 10 83 0 17 
Pennsylvania •••••• 6 62 2 1 9 87 4 
Puerto Rico ••••.•• 7 -- -- -- 100 -- --
Rhode Island •••••• 43 -- -- 16 73 -- 27 
South Carolina •••• 76 -- -- -- 100 -- --
South Dakota •••••• 53 -- -- 1 98 -- 2 
Tennessee •.••••.•• 49 -- -- 3 94 -- 6 
Texas ••.•••••..••. 325 -- 5 24 92 -- 8 
Utah ••••.••••••••• 28 -- -- -- 100 -- --
Vermont .••••••.••. 22 -- -- -- 100 -- --
Virginia ••.••••••• 51 -- 2 8 84 -- 16 
Washington •••••••• 276 -- 1 3 99 0 1 
West Virginia •••.• 20 -- -- -- 100 -- --
Wisconsin •••..•.•• 263 -- 1 5 98 -- 2 
Wyoming ••••••••••• 18 -- -- -- 100 -- --
~' Less than 1%. 
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TABLE 2 

NUMBER AND PERCENT DISTRIBUTION OF PROVIDER AGREEMENTS BY DURATION 
IN CERTIFIED SKILLED NURSING HOMES BY STATE, JULY 1, 1972 

Skilled Nursing 
State Homes Properly Number Percentage Distribution 

Certified 6 Months 12 Months 6 Months 12 Months 

Total 5,704 4,415 . 1,289 77 23 

Alabama .•..••••••• 154 50 104 32 64 
Arkansas •••••••••• 16 16 0 100 --
California •••••••• 1 206 989 217 82 18 
Colorado ••.••.•••• 143 143 0 100 --
Connecticut ••••••• 191 73 118 38 62 
Delaware ••..•••••• 12 0 12 100 --
Dist. of Col. ••••• 4 4 0 100 --
Florida ••.•••••••• 238 39 199 16 84 
Georgia ••••••••••• 237 165 72 70 30 
Hawaii ••••••••.••• 20 17 3 85 15 
Idaho •••.••••••••• 43 38 5 88 12 
Illinois •••••••••• 168 133. 35 79 21 
Indiana ••••.•••.•• 93 75 18 81 19 
Iowa ••••.••••••••• 50 49 1 98 2 
Kansas ••••••••.••• 63 60 3 95 5 
Kentucky •••••••••• 81 31 50 38 62 
Louisiana ••••••••• 140 132 8 94 6 
Maine •••.••••••••• 21 2 19 95 5 
Maryland ••.••••••• 91 87 4 95 5 
Massachusetts ••••• 173 172 1 99 1 
Michigan ••.••••••• 293 187 106 64 36 
Minnesota ••••••••• 222 219 3 99 1 __ 
Mississippi ••••••• 80 57 23 71 29 
Missouri ••••.••••• 97 _rn_ Q_ _lOO --
Montana ••••••••••• 64 64 0 100 --
Nebraska .••••.•••• 45 42 3 93 7 
Nevada ••••.••••.•• 17 15 2 88 22 
New Hampshire •••.• 14 0 14 -- 100 
New Jersey •••••••• 221 221 0 100 --
New Mexico •••••••• 19 5 14 26 74 
New York ••••••••.• 62 34 28 59 61 
North Carolina •••• 101 42 59 42 58 
North Dakota •••••• 48 48 0 100 --
Ohio .••••••••••• ,. 121 62 59 51 49 
Oklahoma ••.••••••• 5 0 5 -- 100 
Oregon .•••••.• , ••• 17 17 0 100 --
Pennsylvania •••.•. 4 1 3 3 97 
Puerto Rico ••..••• 7 0 7 -- 100 
Rhode Island •••••• 43 23 20 54 46 
South Carolina •••• 76 66 10 87 13 
South Dakota ••••.• 53 53 0 100 --
Tennessee ••.••.•.• 49 9 40 18 82 
Texas ••.•••••••••• 325 325 0 100 --
Utah, ••••••••••••• 28 15 13 54 46 
Vermont., •..••.••• 22 19 3 86 14 
Virginia •••••.•••• 51 51 0 100 --
Washington •••••••• 175 174 1 91 1 
West Virginia •••.• 20 13 7 65 35 
Wisconsin ••••.•••• 263 263 0 100 --
Wyoming ••.•••••••• 18 18 0 100 --
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NUMBER AND PERCENT DISTRIBUTION OF PROVIDER AGREEMENTS BY DURATION 
IN CERTIFIED SKILLED NURSING HOMES BY STATE, JULY 17, 1972 

Skilled Nursing 

TABLE 2 A 

STATE Homes Properly NUMBER PERCENTAGE DISTRIBUTION 
Certified 6 Months 12 Months 6 Months 12 Months 

TOTAL 6,235 4,766 1,469 76 24 

Alabama ..••.•...•• 154 50 104 32 64 
Arkansas ••.••..••. 16 16 0 100 --
California .••.•••• 1 206 989 217 82 18 
Colorado •..••••••• 143 143 0 100 --
Connecticut .•..••. 191 73 118 38 62 
Delaware ••.•.•..•. 12 0 12 100 --
Dist. of Col ..••.• 4 4 0 100 --
Florida ••...••.... 238 39 199 16 84 
Georgia .•..•••..•• 237 165 72 70 30 
Hawaii ••.••...•••• 20 17 3 85 15 
Idaho ••••••••••••• 55 50 5 91 9 
Illinois •••••••••• 208 158 50 76 24 
Indiana •••..•••.•. 93 75 18 81 19 
Iowa •.••..•.•••.•• 50 49 1 98 2 
Kansas .•..•.••••.• 63 60 3 95 5 
Kentucky .•..•••.•. 81 31 50 38 62 
Louisiana ••.. , •.•. 140 132 8 94 6 
Maine •....•..•.•• , 21 2 19 95 5 
Maryland ...•••.... 91 87 4 95 5 
Massachusetts ••.•• l~U 189 1 99 1 
Michigan .•..••••.. 302 194 108 64 36 
Minnesota •.•• , •. ,. 223 220 3 99 l 
Mississippi •...••• 80 57 23 71 29 
Missouri •••• , •.••• 102 102 0 _llli}_ --
Montana ••••.••.••• 64 64 0 100 --
Nebraska •.••••.••• 45 42 3 93 7 
Nevada ••••••••.••• 17 15 2 88 22 
New Hampshire ••••• 14 0 14 -- 100 
New Jersey •...•••• 221 221 0 100 --
New Mexico .•••..•• 19 5 14 26 74 
New York .••.•••.•• 270 158 112 59 41 
North Carolina •••. 101 42 59 42 58 
North Dakota •••.•• 48 48 0 100 --
Ohio •••..•.••.••.. 156 80 76 51 49 
Oklahoma •• , .•••••• 56 0 56 -- 100 
Oregon., .••.••.••• 67 67 0 100 --
Pennsylvania •..•.. 6 2 4 33 67 
Puerto Rico, •••• ,. 7 0 7 -- 100 
Rhode Island •• , ••• 43 23 20 54 46 
South Carolina ••• , 76 66 10 87 13 
South Dakota •••.•• 53 53 0 100 --
Tennessee •..•.••.• 49 9 40 18 82 
Texas •• , .••... , •.• 325 325 0 100 --
Utah ••••... ,, ••••. 28 15 13 54 46 
Vermont, •.•••••.•. 22 19 3 86 14 
Virginia .••••.•••• 51 51 0 100 --
Washington ••..•••• 276 275 1 100 " --
West Virginia .•.•• 20 13 7 65 35 
Wisconsin .•.•.•••• 263 263 0 100 --
Wyoming ..••••••••• 18 18 0 100 --

" Less than 1% 
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FIGURES SUPPLIED BY STATES--NOT VERIFIED BY REGIONAL OFFICES 

TABLE 3 

PATIENTS IN SKILLED NURSING HOMES DECERTIFIED AND/OR WITHDRAWN FROM THE PROGRAM 
BY STATE, JULY 17, 1972 

Skilled DISPOSITION OF PATIENTS Nursing 
STATE Homes Total To Inter-

Decerti- Nwnber To mediate 
fied and of Other Care To To Cash 
Withdrew Patients SNHs Facilities Residence Hospital Grant 

TOTAL 579 '28,1 79 £1 2,860 15,866 2 1 427 

Alabama •••••••••• --
Arkansas ••••••••• --

Other 

9,023 

b 

California ••••••• 37 1,272 52 3 1 217 dj 
Colorado ••••••••• 18 392 111 278 3 
Connecticut •.•••• 40 581 2 579e/ 
Delaware •••.••••• 1 19 19 
Dist. of Col. •••• 1 320 320 
Florida •••••••••• 2 158 158 
Georgia •••••••••• 14 292 292 
Hawaii .•••.....•• 2 82 31 51 
Idaho •••••••••••• --
Illinois ••.••••.• 3 * 
Indiana •••••.•.•• 4 6 1 2 1 2 
Iowa .••••.••...•. 7 * 
Kansas •••••••.••• 3 * 
Kentucky ••••••••• --
Louisiana •••••••. 1 22 2 20 
Maine ............. --
Maryland ••••••••• 5 17 1 16 
Massachusetts ••.• 16 NA _NA NA NA NA NA NA 
Michigan ••••••.•• 1 13 13 
Minnesota ••••••.• 8 12 6 6 

--Mississippi •••••• 
286if Missouri ••••.•••• 24 577 91 200 

Montana~·····•••• 1 1 
Nebraska •••.•••.• 7 19 19 
Nevada ••.•••••••• --
New Hampshire •••• --
New Jersey ••••••• 5 199 199 
New Mexico ••••••• 1 ,., 
New York ••.•••••• 240 23. 433 1 633 lS.OOO 6..Bill)_ gf 
North Carolina •.• 8 98 55 41 2 
North Dakota ••••• 1 25 25 
Ohio ••.••••.••••• 40 60 30 30 
Oklahoma ••••••••• 3 4 4 
Oregon ••••••••••• 14 42 42 
Pennsylvania ••••• 2 3 3 
Puerto Rico •••.•• --
Rhode Island ••.•• 16 NA NA NA NA NA NA NA 
South Carolina ••• --
South Dakota ••••. 1 26 3 23 
Tennessee •.•..•. o 3 31 30 1 
Texas .•.••••••••• 29 217 36 101 sc 
Utah •.••••••••••• --
Vermont ••.••••••• --
Virginia ••.•.•••• 10 30 30 
Washington ••••••. 4 60 60 
West Virginia •••• --
Wisconsin .••••••• 6 168 1 167 
Wyoming •.•••••••• --
~/ Patients for whose care the State pays a direct cash grant to the patient rather than a 

vendor payment to the facility. 
~/ Examples of other: Transferred to convalescent, rest or boarding homes; remaining in 

facility pending suitable alternate placement, 
c/ Totals exclude information from Massachusetts and Rhode Island. 
~/ Patients remaining in facilities pending certification determination upon change of 

ownership. 
ef 422 placed in convalescent homes; 140 to rest homes; and 17 to boarding homes. 
f/ Remaining in facilities. 
BJ Patients in homes under litigation. 
g/ 62 remaining in facilities. 

No Medicaid patients in facilities. 

July 17, 1972 
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FIGURES SUPPLIED BY STATES--NOT VERIFIED BY REGIONAL OFFICES 
TABLE 4 

NUMBER AND PERCENT DISTRIBUTION OF SKILLED NURSING HOME BEDS BY CERTIFICATION 
STATUS AND BY STATE, JULY 1, 1972 

NUMBER PERCENTAGE DISTRIBUTION 
Total 

XIX XIX Beds 
Beds in SNH 

STATE Number Total In Still in XIX Beds No 
Certi- Beds Total Certi- Certifi- In SNH No Still Longer 
fied In XIX fied cation Longer In Certi- In In 
SNH SNH Beds SNH Process Program fied Process Program 

TOTAL 5704 609,620 516,031 ~30,997 85,034 27,504 79 16 5 l/ 

Alabama •••••••••••• 154 11 805 8 912 8 912 -- -- 100 -- --
Arkansas ••••••••••• 16 2 473 2 473 2,473 -- -- 100 -- --
California ••••••••• 1206 00 509 96 417 96,417 -- 2,337 98 -- 2 
Colorado ••••••••••• 143 13 872 10 976 10 976 -- 597 92 -- 8 
Connecticut •••••••• 191 17 648 1i') 067 15,792 275 1,322 91 1 8 
Delaware ••••••••••• 12 913 9lj 913 -- 39 96 -- 4 
Dist. of Col ••••••• 4 1 624 871 871 -- 320 73 -- 27 
Florida •••••••••••• 238 23 600 23 600 23 600 -- 158 99 -- 1 
Georgia •••••••••••• 237 21 718 2 491 2.491 -- 440 87 -- 13 
Hawaii. •••••••••••• 20 1 680 1 680 1,680 -- 82 95 -- 5 
Idaho •••••••••••••• 43 4 983 3 573 3 096 477 -- 87 13 --
Illinois ••••••••••• 168 24 220 24 220 20 695 3,525 119 85 14 1 
Indiana •••••••••••• 93 6 952 6 952 6 952 -- 134 98 -- 2 
Iowa ••••••••••••••• 50 3 280 1 .7R6 1.786 -- 309 86 -- 14 
Kansas ••••••••••••• 63 1 44S 3 092 3 092 -- 89 98 -- 2 
Kentucky ••••••••••• 81 5 646 5 026 5 026 -- -- 100 -- --
Louisiana •••••••••• 140 8 4Q1 7 433 7 433 -- 32 100 -- * 
Maine •••••••••••••• 21 2 862 749 749 -- -- 100 -- --
Maryland ••••••••••• 91 10 162 7 626 7 626 -- 274 97 -- 3 
Massachusetts •••••• 173 21 398 15,414 11 565 3 849 50 75 25 * 
Michigan ••••••••••• 293 23 892 23 892 23 705 187 25 99 1 * 
Minnesota •••••••••• 222 16 637 16 637 16 497 140 246 9o * 2 
Mississippi •••••••• 80 4 881 4 881 4 881 -- -- 100 -- --
Missouri •.••••••••• 97 11 214 10 529 8 .969 1 560 2 002 75 12 13 
Montana •••••••••••• 64 3 230 2 462 2 462 -- 29 99 -- 1 
Nebraska ••••••••••• 45 4~23 3 221 3 221 -- 301 92 -- 8 
Nevada ••••••••••••• 17 912 912 912 -- -- 100 -- --
New Hampshire •••••• 14 1 208 746 746 -- -- 100 -- --
New Jersey ••••••••• 221 20 430 19 777 19 777 -- 183 99 -- 1 
New Mexico ••••••••• 19 9i0 814 8l_li._ -- 18 98 -- 2 
New York ••••••••••• 62 61 575 46 321 8 157 38 164 11 102 14 67 19 
North Carolina ••••• 101 6 489 5 523 5 523 -- 166 97 -- 3 
North Dakota ••••••• 48 3 451 3 451 3 451 -- 25 99 -- 1 
Ohio ••••••••••••••. 121 20 374 20 374 12 999 7 375 3 207 55 31 14 
Oklahoma ••••••••••• 5 884 674 674 -- 107 86 -- 14 
Oregon ••••••••••••• 17 6 612 4 299 1,095 3,204 787 22 ~ 15 
Pennsylvania ••••••• 4 19 143 18 836 2 250 16 586 99 12 88 * 
Puerto Rico •••••••• 7 573 573 573 -- -- 100 -- --
Rhode Island ••••••• 43 2 988 1_..433 1,433 -- 449 76 -- 24 
South Carolina ••••• 76 5 592 4 653 4 653 -- -- 100 -- --
South Dakota ••••••• 53 3 393 3 137 3,137 -- 34 99 -- 1 
Tennessee ••••••••• 49 13 576 2 164 2 164 -- 350 86 -- l'i 
Texas •••••••••••••• 325 17 751 14 529 14,529 -- 1,263 92 -- --g 

Utah ••••••••••••••• 28 2 375 1,925 1,925 -- -- 100 -- --
Vermont •••••••••••• 22 1 522 1 250 1,250 -- -- 100 -- --
Virginia ••••••••••• 51 4 942 2 745 2 745 -- 436 86 -- 14 
Washington •••••••• 175 27 262 24 404 14 712 9 692 129 60 40 * 
West Virginia ••.•• 20 1 156 1.156 1 156 -- -- 100 -- --
Wisconsin ••••••••• 263 33 163 33 163 33 163 -- 244 99 -- 1 
Wyoming ••••••••••• 18 1 279 1 279 1 279 -- -- 100 -- --
* Less than one percent. 

11 Represents 5% of the beds in the title XIX program as of February 1, 1972. 
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TABLE 5 

HEW REGIONAL OFFICE VALIDATION BY TYPE OF ACTIVITY BY STATE, JULY 1, 1972 

Number of Provider Files In-depth File Survey Report SNH Validation 
STATE Certified Review Examination Review On-site Surveys 

Homes Number Percent Number Percent Number Percent N=ber Percent 

TOTAL 5704 5203 91 2411 42 1785 31 281 5 

Alabama •••••••••• 154 75 49 75 49 35 23 2 1 
Arkansas •••••••••• 16 11 69 11 69 11 69 3 19 
California ••••••.• 1206 1197 99 183 15 210 17 40 3 
Colorado ••••••••• 143 143 100 143 100 35 25 0 0 
Connecticut ••••••• 191 151 79 40 21 54 28 1 * Delaware •••••••••• 12 12 100 1£ 100 IT NO ~ Q 

Dist. of Col. ••••• 4 4 100 4 100 4 100 0 0 
Florida ••••••••••• 238 75 32 40 17 40 17 3 1 
Georgia ••••••••••• 237 46 19 46 19 ~ 19 5 L 
Hawaii •••••••••••• 20 10 so 10 so 10 so 10 so 
Idaho ••••••••••••• 43 43 100 12 2tl 16 37 5 12 
Illinois •••••••••• 16<l i6B 100 35 21 35 21 8 5 
Indiana ••••••••••• 93 93 100 93 100 93 100 0 0 
Iowa •••••••••••••• so so 100 so 100 so 100 2 4 
Kansas •••••••••••• 63 61 100 63 100 LIO .Olf --:J -5 

Kentucky •••••••••• 81 48 59 27 33 20 25 2 3 
Louisiana ••••••••• 140 140 100 48 34 64 46 12 9 
Maine ••••••••••••• 21 21 100 19 91 19 91 2 10 
Maryland •••••••••• 91 88 97 40 44 40 44 8 9 
Massachusetts ••••• 173 173 100 35 20 0 0 1 * Michigan •••••••••• 293 2Q1 100 S7 20 10 1 ' 1 
Minnesota ••••••••• 222 2211/ 101'4 4S 22 12 1~ 2 1 
Mississippi ••••••• 80 so 63 20 25 20 25 2 3 
Missouri •••••••••• 97 92 95 48 so 20 21 3 3 
Montana ••••••••••• 64 64 100 64 100 17 27 2 3 
Nebraska ••••••••.• 45 45 100 45 100 10 22 2 4 
Nevada •••••••••••• 17 17 100 17 100 8 47 8 47 
New Hampshire ••••. 14 14 100 14 100 14 100 3 21 
New Jersey •••.••.• 221 226!/ 10o+ 226 100 226 100 8 4 
New Mexico •••••••• 19 19 100 19 100 19 100 3 16 
New York •••••••••• 62 62 100 1251/ 100+ 20 32 20 32 
North Carolina •.•• 101 75 74 25 25 30 30 2 2 
North Dakota •••••• 48 48 100 30 63 23 48 0 0 
Ohio •••••••••.•••• 121 121 100 121 100 70 58 2 2 
Oklahoma ••••••.••• 5 s 100 5 100 91/ 100+ 3 60 
Oregon •••••••••••• 17 191! 100+ 14 82 2117 100+ 8 47 
Pennsylvania •••••• 4 0 0 4ol/ lOo+ 401-/ lOo+ 61/ lOo+ 
Puerto Rico ••••••• 7 3 43 3 43 3 43 3 43 
Rhode Island •••••• 43 35 81 35 81 12 28 1 2 
South Carolina •••• 76 76 100 61 80 26 34 5 7 
South Dakota •••••• 53 53 100 14 26 20 38 3 6 
Tennessee ••••••••• 49 49 100 30 61 10 20 3 6 
Texas ••.••••••.••• 325 325 100 80 25 103 32 23 7 
Utah •••••.••••.•.• 28 28 100 28 100 28 100 0 0 
Vermont ••••••••••• 22 22 100 22 100 22 100 1 5 
Virginia •••••••••• 51 51 100 40 78 3 6 6 12 
Washington ••••••.• 175 276}._ lOOt- 54 31 25 14 43 25 
West Virginia ••••• 20 20 100 20 100 2 10 2 10 
Wisconsin ••••••••• 263 263 100 lOS 40 90 34 3 1 
wyoming •••••••.••• 18 18 100 18 100 18 100 1 6 

l/ Validation activity conducted prior to certification decision accounts for over 100% of 
certified homes. 

* Less than 1/. 
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NOTES ON STATES WITH CERTIFICATION ACTIONS PENDING ON JULY 1, 1972 

Idaho 

Skilled nursing homes as of 2/1/72 
Properly certified as of 7/1/72 
Still in the certification process 

as of 7/1/72 

No. % Distrib. 

55 
43 

12 

100 
78 

22 

Pending decisions on waiver criteria for the sprinkler requirement 
in the Life Safety Code, these surveys were delayed inthe State. As 
a result, 12 out of 55 homes did not have signed provider agreements. 
However, all certification actions have been completed except for the 
return of the signed contract by the facility. All of the remaining 
12 skilled nursing homes returned their signed provider agreements 
by July 14, 1972. Idaho has now completed all certification action. 

Illinois 

Skilled nursing homes as of 2/1/72 
Properly certified as of 7/1/72 
Voluntarily withdrawn 
Still in the certification process 

as of 7/1/72 
(Certification still unfinished 

as of 7/17/72 

No. 

248 
168 

3 

77 

37) 

% Distrib. 

100 
68 

1 

31 

Illinois is expected to have all title XIX skilled nursing homes 
certified by the end of July and has met all of the HEW requirements 
for surveying skilled nursing homes and issuing agreements for signa
ture to nursing home operators. 

Currently, there are 208 homes certified, 37 remain to be certified, and 
3 have withdrawn. The 37 remaining homes will be certified by the end 
of the month. 

Massachusetts 

No. % Distrib. 

Skilled nursing homes as of 2/1/72 225 100 
Properly certified as of 7/1/72 17 3 77 
Voluntarily withdrawn 1 
Still in the certification process 51 23 
as of 7/1/72 
(Still uncertified as of 7/17/72 19) 
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Of the 51 homes still in the certification process as of July 1, 30 
had surveyed and were awaiting review of the survey and issuance of 
the provider agreement. Twenty of these 30 required the return of 
a properly signed provider agreement by the home in order to complete 
the process. The other 10 required either waivers or acceptable 
plans of correction. These actions should be completed this month. 
The files for the balance of the homes (21) remained in the survey 
agency. These files required additional information from the nursing 
home before the processing of the provider agreement can continue. 

Massachusetts' certificaticn ,delays were due to: (1) lack of sufficient 
staff in the certification agency, and (2) the absence of proper docu
mentation in fire safety surveys. Documentation of deficiencies is 
essential before the certification agency can decide whether a home is 
qualified to participate in the Medicaid program as a skilled nursing 
facility. 

Michiaan 

Skilled nursing homes as of 2/1/72 
Properly certified as of 7/1/72 
Decertified 
Still in the the certification 

process as of 7/1/72 
(Still uncertified as of 7/17/72 

No. % Distrib. 

304 
293 

1 

10 
1) 

100 
97 

3 

Michigan is expected to have all Medicaid nursing homes certified 
by the end of July. Only 1 agreement remains to be certified. 

Missouri 

Skilled nursing homes as of 2/1/7 2 
Properly certified as of 7/1/72 
Decertified 
Voluntarily withdrawn 
Still in the certification process 

as of 7/1/72 

No. 

126 
97 

8 
16 

5 

% Distrib. 

100 
77 

6 
13 

4 

Five of the 103 skilled nursing homes in the State lacked proper pro
vider agreements as of July 1. Information as of July 14, indicates that 
all homes have now been certified. 



New York 
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Skilled nursing homes as of 2/1/72 
Properly certified as of 7/1/72 
Decertified 
Voluntarily withdrawn 
Still in the certification process 

as of 7/1/72 
(Still uncertified as of 7/17/72 

No. 

544 
62 
94 
18 

370 
34) 

% Distrib. 

100 
11 
17 
03 

68 

State has now certified 270 facilities and has moved to decertify 
a total of 222, including 189 which have entered court action to 
block final State decertification. State has mailed provider 
agreements to another 34 homes with request that these be returned 
by July 31. When all are returned, New York will have completed 
all certification activity. Delay in State's certification program 
was due to: late start by survey agency; inadequate staff in Title 
XIX agency; and diversion of survey agency personnel to planning for 
series of more than 100 hearings on individual facilities mandated 
under court order. 

Ohio 

Skilled nursing homes as of 2/1/72 
Properly certified as of 7/1/72 
Decertified 
Voluntarily withdrawn 
Still in the certification process 

as of 7/1/72 
(Still uncertified as of 7/17/72 

No. 

286 
121 

39 
1 

125 
90) 

% Distrib. 

100 
42 
14 

44 

Ohio has met the HEW requirements which call for surveying homes and 
issuing the agreements to nursing home operators. A court restraining 
order, obtained by the Ohio Nursing Home Association, had prevented 125 
nursing homes from signing agreements and returning them to the State. 
Since that time, 35 homes have returned signed agreements. The re
maining 90 homes are restrained from signing the agreement due to a 
preliminary injunction by the court. Certification process cannot be 
resumed until court action is complete. 
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Oregon 

No. % Distrib. 

Skilled nursing homes as of 2/1/72 81 100 
Properly certified as of 7/1/72 17 21 
Decertified 4 5 
Voluntarily withdrawn 10 12 
Still in certification process 

as of 7/1/72 50 62 

Fire safety surveys were delayed in the State pending decisions on 
waiver criteria to the sprinkler requi.rement in the Life Safety 
Code. All 67 facilities had been surveyed by July 1 and of these 
17 had signed and returned their provider agreements. All of the 
remaining 50 skilled nursing homes returned their signed provider 
agreements by July 17, 1972. Oregon has now completed all certifi
cation activities. 

Pennsylvania 

No. % Distrib. 

Skilled nursing homes as of 2/1/72 71 100 
Properly certified as of 7/1/72 4 6 
Decertified 1 1 
Voluntarily withdrawn 1 1 
Still in certification process 

as of 7/1/72 65 92 
(Still uncertified as of 7/17/72 62) 

In June, large portions of Pennsylvania were devastated by floods 
caused by tropical storm Agnes. As a result, most State staff were 
diverted to emergency assignments to provide food, shelter, and other 
assistance to persons dispossessed by the flood. The certification 
activity is only now beginning to resume. 

Because the flood caused the certification effort to be completely 
halted, the Department has decided that Pennsylvania should be permitted 
an extension of 60 days from July 1 to complete the certification 
process. 

Washington 

No. % Distrib. 

Skilled nursing homes as of 2/1/72 281 100 
Properly certified as of 7/1/72 175 62 
Decertified 1 
Voluntarily withdrawn 3 1 
Still in the certification process 

as of 7/1/72 102 37 
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The problem in Washington was that the State was slow in developing 
and applying the certification mechanism and in hiring and training 
necessary staff in the survey unit. Also, the State Fire Marshal 
was late in starting Life Safety Code surveys which were not completed 
until the last days of June. Of the 281 facilities in Washington, a 
total of 175 skilled nursing homes had valid provider agreements, 91 
were complete except for the provider's signature, 4 were decertified or 
withdrawn,and of the balance only 4 facilities still had problems on 
July 1. All skilled nursing homes had signed provider agreements by 
7/17/72. Washington has now completed all certification activities. 
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Background Paper 

The Certification Process 
Six-Month, 12-Month Provider Agreements and the Use of Waivers 

A skilled nursing home qualified to care for Medicaid patients and receive 

Medicaid payments is a facility, or distinct part of a facility, that has 

been inspected and certified as meeting the conditions and standards set 

forth under Federal, State and local regulations. These regulations qe~ine 

standards for the physical environment of the institution (fire, sanitation 

and safety) and for the medical, nursing, dietary and general care and 

services to be provided. 

Since Medicaid is a Federal grant-in-aid program administered by the States 

in accordance with Federal regulations, State Medicaid agencies are 

responsible to the Social and Rehabilitation Service in the Department of 

Health, Education, and Welfare for making sure that State programs operate 

in accordance with all Federal regulations as well as with State and local 

rules. 

A State can assure HEW of this by demonstrating that homes are inspected, 

that standards are enforced, and that only homes that meet Federal, State, 

and local standards are "certified" to participate in the Medicaid program 

and receive Medicaid funds. 

How does a State do this? The staff of a State Medicaid agency usually has 

neither the personnelnor expertise to survey homes to find out whether they 

meet standards. The Medicaid agency, therefore, usually delegates 

responsibility for the survey and inspection function to the State licensing 

authority or the State authority designated to survey for the Medicare program. 
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This is arranged through an "interagency agreement" or contract. The 

responsible agency inspects homes, notes deficiencies, obtains a plan of 

correction of deficiencies from the home, and then forwards reports and 

recommendations to the Medicaid agency. 

The next move belongs to the Medicaid agency which must review the survey 

findings and recommendations, and decide whether or not the homes can be 

certified. 

Certification is accomplished by the Medicaid agency's issuance of a 

"provider agreement" specifying the services to be made available to Medicaid 

patients and the rate at which the home will be reimbursed. The agreement 

may be issued for one year or for six month. 

A one year agreement is issued if the Medicaid agency decides the home 

meets all Federal, State and local standards, as evidenced by survey reports. 

A six-month agreement is issued if all the following conditions are met: 

1. The home meets standards except for deficiencies which 

individually or collectively do not jeopardize patients' 

health and safety; 

2. It is reasonable to believe that the deficiencies can be 

corrected within the six-month period; and 

3. The nursing home provides a written plan indicating how and 

when correction will be made. 
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No more than two successive 6-month agreements may be issued to any nursing 

home. The second agreement may be issued only if the home documents its 

remedial effort and progress. 

In issuing either a 6-or 12-month agreem~nt to a nursing home, a State agency 

may waive one or more specific requirements related to environment and 

sanitation, and fire and safety requirements including the Life Safety Code 

if there is documented evidence that: 

1. The waiver of specific requirements does not adversely affect 

patients' health and safety, and 

2. The standards, if rigidly applied, would result in unreasonable 

hardship for the skilled nursing home; and 

3. A written justification of such a finding is maintained on file. 

The requirement regarding hospital agreements may be waived if the home's 

location is remote from a general hospital, or if the home unsuccessfully 

tried to enter into an agreement with one or more hospitals. 

A waiver remains in effect only as long as the provider agreement to which 

it applies. It must be fully re-evaluated and re-justified whenever a new 

agreement is issued. 

The DHEW set July 1 as the date by which States were to have surveyed all 

skilled nursing homes participating in the Medicaid program to be sure they 

were certified in accordance with the procedures described above. A previous 

effort completed on February 1 of this year corrected deficiencies in States' 

certification procedures. 
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THE OUTLOOK ON NURSING HOMES 

IT IS WITH SOME HUMILITY THAT I APPROACH A TOPIC AS BROAD 

AS "THE OUTLOOK ON NURSING HOMES," FoR NOT ONLY ARE YOU, OF 

THE VIRGINIA NURSING HoME AssOCIATION INVOLVED IN THE IMMEDIATE, 

PERSONAL·JOB OF CARING FOR PATIENTS IN NURSING HOMES, BUT ALSO AS 

VIRGINIANS YOU ARE TOO CLOSE TO WASHINGTON TO H~RBOR ILL.USIONS 

ABOUT THE WISDOM OR GRANDEUR OF FEriERAL POWER. You CAN GAZE ACROSS 

THE PoTOMAC AND WITNESS THE LEGISLATIVE JUNGLE THROUGH WHICH A 
. . 

PROGRAM MUST PASS IN CONGRESS TO BECOME LAW, AND YOU C~N OBSERVE 

THE DIFFICULTY IN TRANSLATING AN ADMINISTRATIVE POLICY CONCEIVED 
. . 

IN THE HEW NoRTH BUILDING INTO A REALITY IN ARLINGTON CouNTY. So~. 

YOU KNOW THAT THOSE OF US WHO. SERVE THE FEDERAL GOVERNMENT TODAY 

.DO NOT COME EQUIPPED WITH ALL THE ANSWERS - READY TO DISPENSE 

THE BALM OF GREAT PERSONAL WISDOM TO HEAL ALL WOUNDS AFFLICTING 

· A TROUBLED SOCIETY. 

I COME BE~ORE YOU TODAY THEN NOT TO OFFER READY-MADE PRE

SCRIPTIONS OR ROCK-HARD CERTAINTIES, BUT TO DESCRIBE TO YOU SOME 

OF THE PROBLEMS WE SEE AND THE ANSWERS WE HAVE DEVISED. AND I WANT 

TO ENLIST YOUR. AID IN HELPING US FIND AND REALIZE SOLUTIONS TO THE 

PROBLEMS FACING THOSE WHO NEED OR ARE RECEIVING NURSING HOME CARE. 

THE FEDERAL GOVERNMENT HAS BECOME INCREASINGLY INVOLVED IN 

NURSING HOME CARE OVER THE LAST TWENTY YEARS, PARTICULARLY SINCE 
. . . 

THE E.NACTMENT OF THE MEDICARE AND MEDICAI.D PROGRAMS IN 1965. IN 

1970 THE FEDERAL GOVERNMENT SPENT OVER $2 BILLION IN SUPPORT OF 

NURSING HOME PATIENTS, WHILE STATE AND LOCAL GOVERNMENT SPENT 

ANOTHER $700 MILLION, 
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THE DIFFICULTY WITH SUCH MASSIVE INVOLVEMENT IS IN ASSURING 

THAT DESIRED AND DESIRABLE IMPACT IS ACHIEVED, WITH RESPECT TO 

CONJINUITY OF CARE BETWEEN HOSPITAL AND ENTENDED CARE FACILITY~ 

l BELIEVE THE, FEDERAL ROLE HAS BEEN USEFUL AND IMPORTANT, THE 

PRESibE~T'S 8-POINT PLAN FOR ACTION TO IMPROVE NURSING HOMES~ 

ANNOUNCED LAST AUGUST IN NEW HAMPSHIRE~ IS DESIGNED TO STRENGTHEN 

AND IMPROVE THAT ROLE, THE IMPLEMENTATION OF THAT PLAN HAS ABSORBED 

MOST OF MY TIME SINCE I ASSUMED MY NURSING HOME RESPONSIBILITIES 

LAST DECEMBER - MORE OF MY TIME THAN I HAD IMAGINED~ I MIGHT ADD -

AND I WOULD LIKE TO DESCRIBE FOR YOU SOME OF THESE EFFORTS, BUT I 

-WOULD ALSO LIKE TO DESCRIBE FOR YOU THE PROBLEMS AT THE OPPOSITE 

END OF THE SPECTRUM - CONTINUITY BETWEEN INSTITUTIONAL CARE AND THE 

HOME, I BELIEVE THAT THE FEDERAL ROLE HAS BEEN LESS CONSTRUCTIVE 

IN THAT AREA~ WHICH REPRESENTS TOMORROW'S CHALLENGES, AND THESEb. 

CHALLENGES FACE US ALREADY IN WAYS I SHALL DESCRIBE, 

THE EXTENDED CARE FACILITY PROGRAM UNDER MEDICARE WAS DESIGNED 

TO COVER THE EXTENSION OF CARE FOR A PATIENT WHO NO LONGER REQUIRES 

THE FULL MEDICAL RESOURCES OF A HOSPITAL~ BUT STILL NEEDS RELATIVELY 

INTENSIVE MEDICAL SERVICES, THE SKILLED NuRSING HOME PROGRAM UNDER 

MEDICAID~ ALTHOUGH THE PHILOSOPHIC INTENT WAS SOMEWHAT DIFFERENT~ 

ADOPTED VERY SIMILAR STANDARDS, ACUTE ILLNESS) IN WHICH THE PATIENT 

IS EXPECTED EVENTUALLY RECOVER~ IS THE BASIC MODEL FOR WHICH THIS 

SYSTEM IS DESIGNED~ AND THE EMPHASIS HAS BEEN ON MEDICAL RATHER THEN 

SOCIAL AND PERSONAL SERVICES, THIS APPROACH HAS LED TO VERY REAL 

PROBLEMS WHEN APPLIED TO PATIENTS WITH CHRONIC ILLNESS~ WHO MAKE UP 

A LARGE PROPORTION OF THE ELDERLY NURSING HOME POPULATION - I SHALL. 

DISCUSS THESE PROBLEMS LATER, 
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THE PRESIDENT'S PLAN FOR NURSING HOMES ACCEPTED THE RESPONSI

BILITY TO ASSURE THAT NURSING HOMES DELIVER CARE AT LEAST AT THE 

LEVELS OF FEDERAL STANDARDS AND REGULATIONS. A MAJOR GOAL OF THE 

PLAN IS TO IMPROVE FEDERAL ENFORCEMENT OF NURSING HOME STANDARDS, 

As YOU KNOW, THE TERM "NURSING HOME" IS APPLIED TO A WIDE RANGE OF 

FACILITIES, FROM THOSE PROVIDING PRIMARILY CUSTODIAL CARE TO THOSE 

DELIVERING HIGHLY SKILLED POST-HOSPITAL AND REHABILITATIVE SERVICES. 

THESE DIFFERENT TYPES OF FACILITIES ARE ACCREDITED THROUGH DIFFERENT 

MECHANISMS, AND FEDERAL LEVERAGE IN ENFORCING STANDARDS VARIES 

WIDELY. MEDICARE CERTIFICATION OF EXTENDED CARE FACILITIES IS A 

FEDERAL PROGRAM MEDIATED THROUGH STATE AGENCIES, MEDICAID IS A 

FEDERAL-STATE PROGRAM, FINANCED AND ADMINISTERED THROUGH BOTH FEDERAL 
•· 

AND STATE FUNDS AND ACTIVITIES, INTERMEDIATE CARE FACILITIES UNTIL 

~ECENTLY WERE REQUIRED TO MEET ONLY STATE .LICENSING REQUIREMENTS TO 

RECEIVE FEDERAL FUNDS, THESE DIFFERENCES HAVE COMPLICATED THE ENFORCE

MENT OF STANDARDS, IF H.R. 1 AS CURRENTLY AMENDED BY THE SENATE FINANCE 

COMMITTEE IS PASSED, THEM SOME OF THESE DIFFERENCES WILL BE MINIMIZED 

AND MORE UNIFORM STANDARDS AND CERTIFICATION PROCEDURES WILL. BE ADOPTED 
. . 

FOR MEDICARE AND MEDICAID, IN ANTICIPATION OF THESE CHANGES, A COMMON 

SET OF STANDARDS FOR BOTH PROGRAMS IS BEING DEVELOPED UNDER THE 

AUSPICES OF MY OFFICE, BUT THE STATE AGENCY WILL RETAIN ITS INSPECTION 

ROLE. AND THE FEDERAL GOVERNMENT, WHICH IS RESPONSIBLE FOR THE 

QUALITY OF CARE WHICH IT FINANCES, MUST AID IN ENHANCING THE CAPABILITY 

OF THE STATE AGENCIES TO REGULATE AND IMPROVE THE QUALITY OF NURSING 

HOME ~ARE. To IMPROVE ENFORCEMENT OF NURSING HOME STANDARDS, THE 

PRESIDENT'S PLAN PLEDGED THE FOLLOWING STEPS: 
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1. CONSOLIDATION OF RESPONSIBILITY FOR NURSING HOME AFFAIRS 

NURSING HOME ACTIVITIES HAVE BEEN SCATTERED AMo"NG SEVERAL BRANCHES 

OF THE DEPARTMENT OF HEW~ INCLUDING THE SoCIAL SECURITY ADMIN!-

STRATION~ THE SOCIAL AND REHABILITATION SERVICE~ AND THE HEALTH 

SERVICE AND MENTAL HEALTH ADMINISTRATION. THE PRESIDENT ORDERED 

THAT ALL FEDERAL ENFORCEMENT RESPONSIBILITY BE CONSOLIDATED . IN A 
. ,. 

SINGLE OF~ICEJ AND DR. MERLIN K. DuVALJ THE AssiSTANT SEtRETARY 

. OF HEALTH AND SCIENTIFIC AFFAIRS~ WAS DESIGNATED AS THE RESPONSIBLE 

OFFICIAL. DR. DuVAL APPOINTED ME TO WORK WITH HIM ON THESE ACTIVITIES 

AND TO FUNCTION AS A FULL-TIME COORDINATOR ·oF NURSING HOME ACTIVITIES, 

2. ENLARGEMENT OF FEDERAL STAFF FOR ENFORCEMENT OF NURSING HOME 
STANDARDS I • . ~-

THE SOCIAL AND REHABILITATION SERVICE~ WHICH ADMINISTERS THE MEDICAID 

PROGRAM~ HAS BEEN ASSIGNED 142 ADDITIONAL POSITIONS TO CARRY OUT 

ITS INCREASED RESPONSIBILITIES, ONE HUNDRED TEN OF THESE POSITIONS 

WERE ALLOCATED TO THE REGIONAL OFFICE OF HEW. THE SOCIAL SECURITY 

ADMINISTRATION RECEIVED THIRTY-FOUR ADDITIONAL POSITIONS TO INCREASE 

THEIR AUDITS OF NURSING HOME OPERATIONS, THE NATIONAL CENTER FOR 

HEALTH SERVICES RESEARCH AND DEVELOPMENT RECEIVED SEVEN NEW POSI

TIONS FOR EFFORTS TO IMPROVE NURSING HOME DATA SYSTEMS AND TO DEVELOP 

. DATA IN SPECIAL FIELDS RELEVANT TO NURSING HOME CARE. 

3. fEDERAL. supPORT .. oF. ibb% .oF .THE .. cosT oF ·srAre .. r,ieri.icA'iri .'lNsreciioNs. 
WE RECOGNIZE THAT AN INCREASED LEVEL OF ENFORCEMENT ACTIVITY IN

VOLVES ADDITIONAL COSTS TO THE STATES, MEDICARE INSPECTION COSTS 

HAVE ALWAYS BEEN FULLY PAID FOR BY THE FEDERAL GOVERNMENTJ BUT UNDER 

THE MEDICAID PROGRAM STATES HAVE PAID 25 TO 50 PERCENT OF THESE 

COSTS, SECRETARY RICHARDSON SUBMITTED TO CONGRESS IN 0CTOBERJ 1971~ 
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AN AMENDMENT TO H.R. 1. AUTHORIZING THE FEDERAL GOVERNMENT TO 

ASSUME 100 PERCENT OF INSPECTION COSTS UNDER MEDICAID; THIS STEP 

WILL PLACE BOTH PROGRAMS ON AN EQUAL FOOTING AND LESSEN THE FINAN

CIAL BURDEN TO THE STATES. 

4. TRAINING STATE NURSING HOME INSPECTORS, 

NURSING HOME ·SURVEYORS HAVE BEEN TRAINED IN SURVEY AND COUNSELLING 

TECHNIQUES UNDER A PROGRAM SPONSORED BY THE·HEALTH SERVICES AND 
. . 

MENTAL HEALTH ADMINISTRATION SINCE MARCHJ 1970. THESE FOUR-WEEK 

COURSES HAVE BEEN PRESENTED IN UNIVERSITY CENTERS IN NEW HAMPSHIRE1 

LouiSIANA~ AND CALIFORNIA. IN HIS AuGusT SPEECH1 THE PRESIDENt 

PLEDGED AN EXPANSION OF THIS PROGRAM SO THAT 2J000 SURVEYORS WOULD 

BE TRAINED IN THE ENSUING EIGHTEEN MONTH PERIOD, . As A RESULT OF 

THE PRESIDENT 1 S ORDER 1 THE PROGRAM HAS BEEN ACCELERATED SO THAT 

MORE THAN 700 SURVEYORS WILL HAVE BEEN TRAINED BY JULY 1. 

CONTRACT NEGOTIATIONS ARE IN PROCESS TO ESTABLISH THREE ADDITIONAL 

UNIVERSITY CENTERS. IN ADDITION1 A STUDY WAS PERFORMED BY MACR01 

SYSTEMSJ lNC. 1 TO EVALUATE THE EFFECTIVENESS OF THE TRAINING COURSESJ 

AND THESE HAVE NOW BEEN MODIFIED TO REFLECT THE RESULTS OF THAT 

STUDY. 

THESE EFFORTS TO ACHIEVE COMPLIANCE WITH FEDERAL STANDARDS 

AND REGULATIONS ARE NOT DESIGNED TO ELIMINATE FACILITIES AND THUS 

TO DEPRIVE PATIENTS OF NEEDED NURSING HOME CARE. WE ARE WORKING 

RATHER TO COORDINATE FEDERAL AND STATE PROGRAMS AND STATE AGENCIES 

TO SHARE THEIR RESOURCES AND EXPERTISE SO THAT SUBSTANDARD FACIL

ITIES CAN BE UPGRADED. THE FEDERAL PROGRAM TO TRAIN NURSING HOME 

SURVEYORS1 FOR EXAMPLE1 EMPHASIZES THE DEVELOPM~NT OF SKILLS TO 

AID NURSING HOME ADMINISTRATORS IN MAKING NEEDED IMPROVEMENTS, 

FEDERAL FINANCIAL ASSISTANCE IS AVAILABLE FOR NURSING HOME 

MODERNIZATION AND NEW CONSTRUCTION FROM THE FEDERAL HoUSING 
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.. 

ADMINISTRATION AND SUCH PROGRAMS AS HILL BURTON, THE STANDARDS 

THEMSELVES ARE BEING REVISED AND STRENGTHENED, WE ARE DEVELOPING 

PROGRAMS TO IMPROVE NURSING HOMES DIRECTLY-I SHALL DESCRIBE THEM 
' ·• 

IN A FEW MOMENTS, 

. . 

Bur AS THE PRES I DENT WARNED LAST AuGusT,~~ , , • LET THERE BE 

NO MISTAKING THE FACT THAT WHEN FACILITIES FAIL TO MEET REASONABLE 

. STA~DARDS, WE WILL NOT HESITATE TO CUT OFF THEIR MEDICARE AND 
. . . 

MEDICAID FUNDS," BETWEEN AUGUST 6, 1971, AND FEBRUARY 11, 1972, 

13 EXTENDED CARE FACILITIES WERE DECERTIFIED FOR MEDICARE P~RTICI-
. . . 

PATION, ON NOVEMBER 30, 1971, THIRTY-NINE STATES WERE DECLARED 
.. 

OUT OF COMPLIANCE WITH TITLE 19-MEDICAID--CERTIFICATION PROCEDURES, 
.. 

BY FEBRUARY 1, 1972, IN RESPONSE TO SECRETARY RICHARDSON'S DEADLINE, 

ALL BUT ONE OF THOSE STATES HAD MADE THE IMPROVEMENTS REQUIRED FOR 
. . 

COMPLIANCE. ·BY JULY 1, 1972, ALL TITLE 19 FACILITIES IN ALL STATES 

ARE TO HAVE BEEN INSPECTED AND CERTIFIED THROUGH THE CORRECT PRO

CEDURES, THE FEDERAL GOVERNMENT IS PLEDGED TO MEET ITS RESPONSI

BILITY TO ASSURE THAT FEDERAL DOLLARS DO NOT FINANCE. SUBSTANDARD 

CARE, 

IN ADDITION TO IMPROVED ENFORCEMENT OF NURSING HOME STANDARDS, 

TWO OTHER POINTS IN THE PRESIDENT'S PLAN INITiATED MORE DIRECT STEPS 

TO IMPROVE NURSING HOME CARE, THE PRESIDENT DIRECTED THE DEPARTMENT 

OF HEW "TO INSTITUTE A NEW PROGRAM OF SHORT-TERM COURSES FOR 

PHYSICIANS, NURSES, DIETICIANS, SOCIAL WORKERS AND OTHERS WHO ARE 

REGULARLY INVOLVED IN FURNISHING SERVICES TO NURSING HOME PATIENTS," 
. . 

HEW HAS SUPPORTED SUCH TRAINING FOR SEVERAL YEARS, AND HAS DEVELOPED 

CLOSE WORKING RELATIONSHIPS WITH PROFESSIONAL ASSOCIATIONS AND 

. WITH TRAINING CENT ERS, IN RESPONSE TO THE PREiiDENTS 1 DIRECTIVE, 

SUCH PROGRAMS HAVE BEEN EXPANDED UNDER THE LEADERSHIP OF THE 

COMMUNITY HEALTH SERVICE, HEALTH SERVICE AND f-1ENTAL HEALTH ADMINI

STRATION, AND IT IS ANTICIPATED THAT APPROXIMATELY 20,000 PERSONS 
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WILL BE TRAINED IN fiSCAL YEAR 1972 AT A COST OF $2,5 MILLION, 

TRAINING PROGRAMS WILL FOCUS INITIALLY ON FOUR MANPOWER AREAS 
' SELECTED BECAUSE OF THEIR DIRECT DAY-TO-DAY RELATIONS WITH NURSING . 

HOME PATIENTS: NURSING HOME ADMINISTRATORS~ PHYSICIA~S 1 NURSES~ 
- -

AND PATIENT ACTIVITIES DIRECTORS, MANY OF THESE TRAINING PROGRAMS 

WILL BE OPERATED UNDER CONTRACTS WITH PROFESSIONAL GROUPS, 
. . 

APPROACHES TO MENTAL HEALTH PROBLEMS OF NURSING HOME PATIENTS WILL 

BE DEVELOPED BY NATIONAL INSTITUTE OF MENTAL HEALTH STAFF WORKING 

WITH THE GERONTOLOGICAL SOCIETY. OTHER TRAINING MECHANISMS WILL 

ALSO BE EXPLORED1 SUCH AS PROGRAMS SPONSORED BY. STATE HEALTH 

DEPARTMENTS AND STATE AGENCIES, THESE PROGRAMS WILL BE DIRECTED 

TOWARD MAKING NURSING HOME STAFF-BOTH PROFESSIONAL AND ALLIED HEALTH

MORE SENSITIVE AND EXPERT IN THE SPECIAL PROBLEMS OF CARE FOR g . 

GERIATRIC PATIENTS AND THE CHRONICALLY ILL. THEY ARE INTENDED TO 

BE THE BEGINNING OF A SYSTEM FOR NATIONWIDE1 CONTINUOUS TRAINING 

FOR NURSING HOME PERSONNEL WHICH WILL BECOME STANDARD PRACTICE IN 

THE NURSING HOME INDUSTRY OF THE FUTURE, 

As THE SEVENTH POINT IN HIS PLAN1 THE PRESIDENT DIRECTED THE 

DEPARTMENT OF HEW "TO ASSIST THE STATES IN ESTABLISHING INVESTI

GATIVE UNITS WHICH WILL RESPOND IN A RESPONSIBLE AND CONSTRUCTIVE 

WAY TO COMPLAINTS MADE BY OR ON BEHALF OF INDIVIDUAL PATIENTS," 

· SINCE I ASSUMED MY NURSING HOME RESPONSIBILITIES1 ! "HAVE RECEIVED 

MANY LETTERS FROM NURSING HOME PATIENTS-TOUCHING IN THEIR -APPEAL 

FOR CARE OFFERING SIMPLE DIGNITY AND RIGHTS OF PRIVACY1 HARROWING 

SOMETIMES IN THEIR DESCRIPTIONS OF PHYSICAL OR PSYCHOLOGICAL ABUSE, 

THESE PATIENTS ARE OFTEN HELPLESS IN THEIR DEPENDENCE ON THE IN

STITUTION IN WHICH THEY LIVE, THEY DESERVE A FAIR HEARING1 AND AN 

ADVOCATE WHEN THEY ARE POWERLESS, THE HEALTH SERVICES AND MENTAL 

HEALTH ADMINISTRATION HAS DEVELOPED FIVE MODELS FOR OMBUDSMAN 
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UNITS TO FILL THIS ROLE, PLACED AT VARIOUS LEVELS WITHIN THE 
. . . . 

STATES AND DEMONSTRATING DIFFERENT ·MECHANISMS FOR ACTION, 

CONTRACT PROPOSALS TO ·TEST THESE MODELS ARE BEING SOLI~ITED; 

AND $600,000 HAS BEEN BUDGETED FOR FISCAY YEAR 1972 .FOR THIS 

ACTIVITY, 

IT WILL TAKE TIME TO TEST AND DEVELOP SUCH AN OMBUDSMAN 

SYSTEM, TIME INAPPROPRIATE TO THE URGENCY OF THE PROBLEM. So 

AN INTERIM OMBUDSMAN MECHANISM HAS BEEN ESTABLISHED WITH THE 

855 SOCIAL SECURITY ADMINISTRATION DISTRICT OFFICES DESIGNATED 

TO RECEIVE AND INVESTIGATE COMPLAINTS, THIS MECHANISM IS CURRENTLY 
I 

IN EFFECT, AND HAS RECEIVED OVER A THOUSAND RESPONSES. 
• · 

FoR THESE NURSING HOME INITIATIVES, A SUPPLEMENTAL APPRO-
. . . . . . . . 

PRIATION OF $9,572,000 HAS BEEN REQUESTED FOR FISCAL YEAR, 1972. 

WE FEEL THAT BY MEANS OF THESE PROGRAMS A SIGNIFICANT IMPROVEMENT 

IN NURSING HOME CARE CAN BE ACHIEVED IN A RELATIVELY SHORT PERIOD 

OF Tlt-1E, 

I WOULD LIKE TO EXAMINE NURSING HOMES NOW IN A DIFFERENT 

PERSPECTIVE, I HAVE MENTIONED THAT MEDICARE FINANCES NURSING 

HOME CARE AS AN EXTENSION OF HOSPITAL CARE - THE PRIOR HOSPITALI

ZATION REQUIREMENT AND THE TIME LIMITATIONS PER SPELL OF ILLNESS 

ARE MANIFESTATIONS OF THIS PRINCIPLE, MEDICAID REQUIREMENTS FOR 

SKILLED NURSING HOMES, WHILE THEY ARE NOT BASED ON THE SAME CONCEPT 

OF EXTENDED CARE TEND TO EMPHASIZE AND PROVIDE COVERAGE FOR MEDICAL 

SERVICES AS OPPOSED TO SOCIAL AND PERSONAL CARE, 

.. 
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THE ELDERLY OF COURSE SUFFER FROM ACUTE DISEASEJ BUT THEY 

ARE MUCH MORE SUBJECT THAN YOUNGER PEOPLE TO THE DEPENDENCY OF 

CHRONIC ILLNESS, THE TERM nSPELL OF ILLNESSn MAKES LITTLE SENSE 

WHEN APPLIED TO A DISEASE PROCESS WHICH WILL NEVER BE CURED. 

MOREOVERJ ALTHOUGH THE CHRONICALLY - ILL PATIENT MAY BENEFIT FROM 

INTENSIVE MEDICAL SERVICESJ HE IS MORE LIKELY TO REQIRE LESS IN

TENSIVE BUT CONTINUOUS MEDICAL CARE IN COMBINATION WITH SOCIAL AND 

PERSONAL SERVICES TO HELP HIM LIVE WITH HIS CHRONIC DISABILITY. 

So THE HEALTH FACILITY WHICH CAN BEST SERVE HIM MAY BE VERY DIFFERENT 

FROM THE EXTENDED CARE FACILITY WHICH IS IDEALLY SUITED TO A PATIENT 

RECUPERATING FROM A MYOCARDIAL INFARCTION OR A BROKEN HIP. OR HE 

MIGHT NOT REQUIRE INSTITUTIONAL CARE AT ALL - HE MIGHT BE PERFECTLY 

ABLE TO LIVE IN HIS OWN HOME WITH THE AID OF HOMEMAKING AND HOME •· 

HEALTH SERVICES. 

THESE PATIENTS WITH CHRONIC ILLNESSES - WHICH INCLUDE A DIS

PROPORTIONATE SHARE OF THE ELDERLY - AND THOSE SUFFERING THE ~~

CREASED DEPENDENCY OF OLD AGE ITSELF-DEMONSTRATE THE WEAKNESSES OF 

LONG TERM CARE AS SUPPORTED BY THE FEDERAL GOVERNMENT, 

FIRSTJ MEDICARE AND MEDICAID TEND TO BE MORE CONCERNED IN 

TERM OF STANDARDS AND COVERAGE WITH THE MEDICAL COMPONENT OF NURSING 

HOME CARE. THIS HAS BEEN TRUE FOR BOTH STATUTORY AND HISTORICAL 

REASONS BASED ON THEIR ORIGIN AS HEALTH INSURANCE PROGRAMS. l DO 

NOT THINK IT IS HELPFUL TO SEPARATE THE PHYSICALJ EMOTIONALJ SOCIALJ 

AND ENVIRONMENTAL COMPONENTS OF CAREJ PARTICULARLY FOR THE ELDERLY, 

THESE ARE IMPERMANENT SEPARATIONS OF INTEREST; EMPHASIS; OR~ANIZATION 

AND PREFERENCE; THEY RE~ MORE UPON TRADITlON AND ARBITARY BOUNDARIES 

THEN THE APPLICATION OF KNOWLEDGE TO LONG TERM CARE. 
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SECOND THE PRESENT HEALTH FINANCING SYSTEM OFFERS MORE . 
COMPLETE COVERAGE FOR PATIENTS INSIDE INSTITUTIONS THAN FOR 

THOSE WHO REMAIN OUTSIDE, So OUR FINANCING STRUCTURE TENDS 

TO PUSH THE ELDERLY INTO NURSING HOMES, SOMETIMES PREMATURELY, 

SOCIETY PAYS A PRICE FOR THIS, INSTITUTIONAL CARE IS MORE 

COSTLY THEN HOME HEALTH CARE, MORE IMPORTANT; THERE IS IN

CREASING EVIDENCE THAT THE DISPLACEMENT, LOSS OF STATUS, . 

AND ISOLATION CAUSED BY INSTITUTIONALIZATION MAY EXACERBATE 

IF NOT PRECIPITATE ACTUAL PHYSIOLOGIC DISEASE, THE TRANSFER 

OF A PERSON FROM HIS HOME TO AN INSTITUTION MAY MAKE HIM 

MORE ILL AND MORE DEPENDENT. 

IF A NURSING HOME IS NOT THE MOST APPROPRIATE PLACE FOR 

A PERSON'S PARTICULAR NEEDSJ THEN HE SHOULD NOT BE REQUIRED 

TO GO THERE, IF IT IS PERSONAL CARE RATHER THEN HEALTH 

CARE THAT IS REQUIRED, THEN THAT SHOULD BE AVAILABLE, IF IT 

IS APPROPRIATE HOUSING RATHER THEN INSTITUTIONAL CARE THAT 

IS NEEDED, THEN THE EMPHASIS SHOULD BE ON HOUSING, THE ELDERLY 

SHOULD HAVE MORE OPTIONS AVAILABLE, 

. THESE SEEM TO ME BASIC AND VALID CRITICISMS OF OUR PRESENT 

SYSTEM . - THE SEPARATION BETWEEN MEDICAL AND PERSONAL CARE AND THE 

FAILURE TO PROVIDE ADEQUATE ALTERNATIVES TO INSTITUTIONAL CARE, 

AND IN. THESE .AREAS, FEDERAL PROGRAMS HAVE HAD AN UNFORTUNATE IF 

UNINTENDED IMPACT, THESE ISSUES CANNOT BE POSTPON ED, ON 
. . . . . . 

DECEMBER 28J 1971, PRESIDENT NIXON SIGNED INTO LAW PUBLIC LAw 
92-223, WHICH AUTHORIZES· THE TRANSFER OF INTERMEDIATE CARE FACIL

ITI ES INTO THE MEDICAID PROGRAM, AN INTERMEDICATE. CAR E FACI~ITY 
PROVIDES HEALTH RELATED SERVICES FOR PATIENTS WHO DO NOT REQUIRE 

CARE IN SKILLED NURSING HOMES, BUT NEED .INSTITUTIONAL CAR E BEYOND 
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ROOM AND BOARD, As YOU KNOW1 lCf's WERE PREVIOUSLY FINANCED 

BY PUBLIC ASSJSTANCE PROGRAMS FOR THE AGED1 THE BLIND1 AND THE 

DISABLED1 AND WERE SUBJECT ONLY TO STATE LICENSING, TRANSFER 

OF FINANCING TO THE MEDICAID PROGRAM MEANS NOT ONLY THAT A LARGER 

GROU.P OF PEOPLE - INCLUDING THE "MEDICALLY NEEDY" - MAY POTENTIALLY 

BE ELIGIBLE FOR BENEFITS1 BUT ALSO THAT THE FEDERAL GOVERNMENT IS 

EMPOWERED TO SET PHYSICAL AND. SAFETY STANDARDS AND DEFINE THE 

CARE AND SERVICES THAT MUST BE PROVIDED, THE MEDICAL SERVICES 

ADMINISTRATION OF THE SOCIAL. AND REHABILITATION SERVICES AND 

MY OFFICE OF NURSING HOME AFFAIRS ARE CURRENTLY EXAMINING SUCH 

·ISSUES AS WHO SHOULD BE IN THESE FACILITIES1 WHAT SERVICES MUST 

THEY PROVIDE1 AND WHAT SHOULD BE THE LEVEL OF BENEFITS IN ATTEMPT-
. . . ... 

lNG TO DEVELOP STANDARDS FOR JNTERMEDIATE CARE FACILITIES, So 

THESE fACILITIES ARE FORCING A RE-EXAMINATION OF COVERAGE ISSUES1 

AND THE BALANCES OF MEDICAL AND PERSONAL SERVICES WITHIN IN

STITUTIONS, THE "PROBLEMS TO COME" ARE HERE ALREADY. 

I WOULD LIKE TO MENTION ONE MORE PROBLEM THAT HAS DEMANDED , 

ATTENTION1 AND THAT IS THE PLANNING PROCESS ITSELF, AN IMPORTANT 

REASON FOR THE INSUFFICIENT AND SOMETIMES INAPPROPRIATE IMPACT OF 

FEDERAL PROGRAMS FOR LONG TERM CARE HAS BEEN THE LACK OF PLANNING 

AND COORDINATION BETWEEN fEDERAL1 STATE1 AND LOCAL PROGRAMS, 

PLANNING FOR LONG TERM CARE SHOULD MOVE FROM IDENTIFICATION OF AN 

ISSUE OR PROBLEM TO ITS SOLUTION 1 WITH IDENTIFIABLE GOALS GUIDING 

THE PROCESS, MOVEMENT TOWARD A GOAL SHOULD NOT BE INTERRUPTED BY 

CHANGES IN ADMINISTRATION, WHAT IS TRULY IMPORTANT TODAY SHOULD 

NOT BE CAST ASIDE TOMORROW, NEW PROGRAMS SHOULD NOT BE APPENDAGES 

TO SATISFY THE INTERESTS OF A FEW1 NOR SHOULD THEY BE ADDED AS 

PACIFIERS TO THE MANY, PROGRAMS DEVELOPED THROUGH A RATIONAL PLANNING 

· PROCESS SHOULD THEN BE ADMINISTERED THROUGH AN EFFECTIVE AND COORDI-

NATED MECHANISMS, 
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THE ESTABLISHMENT OF THE OFFICE OF NURSING HOME AFFAIRS 

WITHIN HEW WA·s A STEP TOWARD IMPROVING coORDINATION··· THE EIGHTH 

POINT OF THE PRESIDENT'S PLAN IS A MANDATE FOR A TASK FoRCE ON 

LoNG TERM CARE. THIS TAsK FoRcE WILL RE~ExAMINE ISSUES AND SET 

NEW GOALSJ DEVELOP A NATIONWIDE DATA SYSTEM NECESSARY FOR POLICY 

FORMULATION) AND RECOMMEND AN ORGANIZATION FOR LONG TERM CARE WITHIN 

HEW AND FEDERAL STATE AND LOCAL PROGRAMS WHICH CAN ACHIEVE ITS 

GOALS MOST EFFECTIVELY. 

A NATIONAL POLICY COURSE FOR THE CHRONICALLY ILL AND FOR 

·THE ELDERLY SHOULD BE SET. IT SHOULD BE SET BY GOVERNMENT) WITH 

THE FULL AND CREATIVE CONTRIBUTION OF THOSE IN OTHER AGENCIES ... 
. AND ORGANIZATIONS) THOSE IN ACADEMIC TEACHING AND RESEARCH) THOSE . 

IN VOLUNTARY AND UNSALARIED SERVICE) AND THOSE WHO RECEIVE THAT CARE. 

WE CAN DO MUCH BETTER FOR OUR ELDERLY. WE MUST OF COURSE 

PROTECT THEM FROM INSTITUTIONAL ABUSEJ RECOGNIZING THAT SOME 
. . . 

ARE WEAK AND DEPENDENT. BUT WE CAN ALSO MAKE POSSIBLE A WIDE 

VARIETY OF SUPPORTING SERVICES AND LIVING ARRANGEMENTS) SO THAT 

THE INFIRMITIES OF ADVANCING AGE DO NOT BECOME A PRISON OF THE 

SPIRIT. THE ELDERLY WITH OUR HELP CAN HAVE ACCESS TO THE VARIETY 

AND FREEDOM WE ASK FOR OURSELVES. 




