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payment under the Medicare Program, to modernize the quality improve-
ment organization (QILO) program, and for other purposes.
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Mr. BURGESS (for himself, Mr. NorRwooD, Mr. WELDON of Florida, and Mr.

To
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BousTaNy) introduced the following bill; which was referred to the Com-
mittee on Energy and Commerce, and in addition to the Committee on
Ways and Means, for a period to be subsequently determined by the
Speaker, in each case for consideration of such provisions as fall within
the jurisdiction of the committee coneerned

A BILL

amend titles XI and XVIII of the Social Security Act
to reform physician payment under the Medicare Pro-
eram, to modernize the quality improvement organization
(QIO) program, and for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TrrLE.—This Act may be cited as the
“Medicare Physician Payment Reform and Quality Im-

provement Act of 2006”.
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TITLE HI—MEDICARE SAVINGS AND OTHER PROVISIONS

301.
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Elimination of stabilization fund for regional PPOs.

Ongoing examination of medicare funding.

One-year delay in medicare adjustments in payments for imaging
services; IOM study on utilization and appropriateness of imag-
ing services.

4. Eliminating phase-in for implementation of reduction in part B pre-

mium subsidy for higher income beneficiaries.

5. Exclusion of indirect graduate medical education payment in com-

putation of payments to medicare advantage organizations.

TITLE I—-MEDICARE PHYSICIAN

PAYMENT REFORM

SEC. 101. MEDICARE PHYSICIAN PAYMENT UPDATE RE-

JUSTMENTS.

FORM.

(a) SUBSTITUTION OF MEI INCREASE FOR SGR AD-

Section 1848(d) of the Social Security Act

(42 U.S.C. 1395w—4(d)) 1s amended—

(1) in paragraph (1)(A), by inserting “‘and be-

fore 2007 after “beginning with 2001”’;

*HR 5866 IH
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3

(2) in paragraph (1)(A), by inserting before the
period at the end the following: *, and for years be-
oimning with 2007, multiplied by the update estab-
lished under paragraph (7) applicable to the year in-
volved”’; and

(3) in paragraph (4)—

(A) in the heading by striking ‘“YEARS BE-

GINNING WITH 2001”" and inserting ‘2001, 2002,

AND 2003”"; and

(B) in subparagraph (A), by inserting

“and ending with 2003 after “‘beginning with

2001”; and

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

“(7) UPDATE BEGINNING WITH 2007.—The up-
date to the single conversion factor established in
paragraph (1)(C) for 2007 and each succeeding year
shall be the percentage increase in the MEI (as de-
fined in section 1842(i)(3)) for the year involved
minus 1 percentage point.”.

(b) ENDING APPLICATION OF SUSTAINABLE

22 GrowTH RATE (SGR).—Section 1848(f)(1)(B) of such

23 Act (42 U.S.C. 1395w—4(f)(1)(B)) 1s amended by insert-

24 ing “(and before 2006)” after “‘each succeeding year”.
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(¢) EFFECTIVE DATE.—The amendments made by
this section shall apply to payment for services furnished
on or after January 1, 2007.

SEC. 102. VOLUNTARY REPORTING OF QUALITY MEASURES
FOR PHYSICIANS’ SERVICES.

(a) REPORTING PROGRAM.—Section 1848 of the So-
cial Security Act (42 U.S.C. 1395w—4) is amended by add-
ing at the end the following new subsection:

“(k) QUALITY IMPROVEMENT.—

“(1) SELECTION OF QUALITY MEASURES (Q

MEASURES).—

“(A) IN GENERAL.—Not later than Janu-
ary 1, 2009, the Secretary shall provide for the
selection of quality measures (in this subsection
referred to as ‘Q-measures’) consistent with and
in accordance with this paragraph and para-
oraph (2).

“(B) LEVEL OF MEASUREMENT.—Q-meas-
ures shall be measures that provide for assess-
ment of quality in the provision of services to
individuals enrolled under this part at the level
of a billing unit under this part.

“(C) CHARACTERISTICS OF MEASURES.

To the extent feasible and practicable, Q meas-

ures shall—

*HR 5866 IH
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“(1) include a mixture of outcome
measures, process measures (such as fur-
nishing a service), and structural measures
(such as the use of physician extenders,
disease management, and health informa-
tion technology for submission of meas-
ures);

“(11) nclude measures of care fur-
nished to frail individuals over the age of
75 and to individuals with multiple com-
plex chronic conditions;

“(i11) be evidence-based, if pertaining
to clinical care;

“(iv) be consistent, valid, practicable,
and not overly burdensome to collect;

“(v) be relevant to physicians and
other practitioners and individuals enrolled
under this part;

“(v1) include measures that, taken as
a whole, provide a balanced measure of
performance of a billing unit under this
part; and

“(vi1) include measures that capture
individuals’ assessment of clinical care pro-

vided.
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“(D) FAIRNESS.—To the extent feasible

and practicable, this subsection shall be imple-

mented 1in a manner that—

“(1) takes into account differences in
individual health status;

“(i1) takes into account individual’s
compliance with orders;

“(11) does mnot directly or indirectly
encourage patient selection or de-selection
by billing units under this part;

“(iv) reduces health disparities across
eroups and areas; and

“(v) uses appropriate statistical tech-
niques to ensure valid results.

“(E) APPLICATION TO NON-PHYSICIAN

PRACTITIONERS AND OTHER SUPPLIERS FOR

WHICH PAYMENT IS MADE UNDER OR IN RELA-

TION TO PHYSICIAN FEE SCHEDULE.—Insofar

as physicians’ services under this section are

furnished by mnon-physician practitioner or a

supplier other than a physician—

*HR 5866 IH
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“(2) SELECTION PROCESS FOR MEASURES.

7
“(i1) any reference to a physician spe-
cialty organization is deemed a reference to
a specialty organization representing the
speciality of such practitioners or sup-
pliers.

“(F) DEVELOPMENT.—In developing Q

“(1) measurement of quality by strati-
fied groups and the review of the absolute
level of quality provided by a physician or
medical group; and

“(i1) including practicing physicians
with expertise in eliminating racial and
ethnic health disparities in the design, im-
plementation and evaluation of the pro-

oram.

“(A) SUBMISSION OF PROPOSED MEAS-

URES TO CONSENSUS-BUILDING ORGANIZA-

TION.—

*HR 5866 IH

“(1) BY PHYSICIAN SPECIALTY ORGA-
NIZATIONS.—The Secretary shall request
each physician specialty organization to
submit to the consensus-building organiza-

tion by January 1, 2008, proposed Q
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measures described in clauses (1) through
(vi) of paragraph (1)(C) that would be ap-
plicable to core clinical services that billing
units under this part practicing in the spe-
cialty provide to individuals enrolled under
this part.

“(i1) BY SECRETARY.—If the physi-
cian specialty organization for a physician
specialty has mnot submitted proposed Q
measures under clause (i) by January 1,
2008, the Secretary shall submit, as soon
as possible but not later than February 1,
2008, proposed Q measures described in
clauses (i) through (vi) of paragraph
(1)(C) for such specialty to the consensus-
building organization.

“(111) CONSENSUS-BUILDING ORGANI-
ZATION DEFINED.—For purposes of this
paragraph, the term ‘consensus-building
organization’” means an organization, such
as the National Quality Forum, that the
Secretary identifies as—

“(I) having experience in using a
process (such as the process described

in OMB circular A-119 published in
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the Federal Register on February 10,
1998) for reaching a group consensus
with respect to measures, such as Q
measures, relating to performance of
those providing health care services;
and

“(IT) including in such process
representatives of the Secretary, prac-
ticing physicians (and, as provided
under paragraph (1)(E), practicing
non-physician practitioners and other
suppliers), practitioners with experi-
ence in the care of the frail elderly
and individuals with multiple complex
chronic conditions, organizations and
individuals representative of the spe-
cialty involved, individuals enrolled
under this part, experts in health care
quality, and individuals with experi-
ence in the delivery of health care in
urban, rural, and frontier areas and
to underserved populations and those
who serve a disproportionate number

of minority patients.
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“(B) RECOMMENDATIONS BY CONSENSUS-
BUILDING  ORGANIZATION.—The  consensus-
building organization that receives proposed
measures under subparagraph (A) is requested
to submit to the Secretary by May 1, 2008, rec-
ommendations respecting the Q measures de-
scribed in clauses (1) through (vi) of paragraph
(1)(C) to be implemented under this subsection.
“(C) SECRETARIAL SELECTION.—The Sec-
retary shall select Q measures described in
paragraph (1)(C) for purposes of this sub-

section consistent with the following:
“(1) USE OF RECOMMENDATIONS FOR
CLINICAL CARE MEASURES SUBMITTED BY

CERTAIN ORGANIZATIONS.

Except as pro-
vided in clause (i1), the Secretary shall not
select a Q measure described in clauses (i)
through (vi) of paragraph (1)(C) and relat-
ing to clinical care unless that measure has
been submitted by a physician specialty or-
canization (or through a physician-con-
sensus building process, such as the Physi-
cian Consortium for Performance Improve-

ment) and recommended by the consensus-

*HR 5866 IH
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building organization under subparagraph

(B).

The

H(D)

“(i1) PROVISION BY REGULATION.—
Secretary may by regulation select—

“(I) Q measures desceribed 1n
clauses (i) through (vi) of paragraph
(1)(C) and relating to clinical care
that do not meet the requirements of
clause (i) only if the Secretary deter-
mines that there were no, or insuffi-
cient, recommendations regarding
such Q measures under such clause
and only if the Secretary takes into
account research-based peer-reviewed
medical publications in selecting such
measures; and

“(II) Q measures described in
clause (vii) or (viii)) of paragraph
(1)(C) and Q measures described in
clause (i) through (vi) of such para-
eraph that do not relate to clinical
care.

PERIODIC REVISION OF SELEC-

TION.—The Secretary shall provide for the peri-

odic revision and selection of Q measures con-
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sistent with the provisions of this paragraph

and paragraph (1) and the application of such

revised QQ measures on a prospective basis for a

following year.

“(3) RATINGS OF PHYSICIANS BASED ON MEAS-

URES.—

“(A) RATINGS AND IDENTIFICATION OF

QUALITY PERFORMANCE.—

*HR 5866 IH

“(1) IN GENERAL.—The Secretary
shall determine a single rating of each bill-
ing unit under this part based on Q meas-
ures selected under paragraph (2) and in-
formation reported under paragraph (4).
Such a rating shall be determined for a
billing unit based on its performance on Q
measures relative to the performance of its
peers taking into account the voluntary na-
ture of the reporting system under this
subsection.

“(11) NO DIRECT DISCLOSURE OF RAT-
ING.—Subject to subparagraph (B), the
Secretary shall not make such ratings of
identifiable billing units under this part

available other than to the respective unit.
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“(111) IMPROVEMENT AND PERFORM-

ANCE THRESHOLDS.—For specification of
improvement and performance thresholds,
see paragraph (5)(C).

“(B) DISCLOSURE OF PERFORMANCE IN

RELATION TO PERFORMANCE THRESHOLDS.—

“(1) IN GENERAL.—Subject to the
succeeding provisions of this subparagraph,
each year the Secretary shall make widely
available to the public the following infor-
mation regarding a billing unit’s perform-
ance on the Q measures:

“(I) Whether the unit was a new
billing unit or otherwise had insuffi-
cient data to provide for a measure-
ment of whether it met the perform-

ance objectives under paragraph

“(IT) For any other unit, whether
the unit met the performance objec-
tives under such paragraph.

“(11) LIMITATION DURING FIRST 2

YEARS.—During 2009 and 2010, the Sec-
retary shall not make the information

under clause (1) with respect to an identifi-
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able billing unit available other than to the
respective unit.

“(i11) PHYSICIAN NOTIFICATION AND
OPPORTUNITY FOR COMMENT OR AP-
PEAL.—Before making information under
clause (i) available with respect to a billing
unit under this part for years beginning
with 2010, the Secretary shall notify the
unit of the performance on @ measures
(including information on the unit’s per-
formance in relation to performance objec-
tives and aggregate information regarding
the performance of peers) and provide the
opportunity for the unit to provide written
comments regarding the unit’s perform-
ance. The Secretary shall respond in writ-
ing to the comments and seek to reach
agreement on the unit’s performance and
shall establish a formal appeals process in
the event of continued disagreement con-
cerning such performance. Upon conclusion
of the appeals process, if the unit provides
comments relating directly to the final de-
termination under clause (i) respecting

such performance, the Secretary shall dis-
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close such comments with the disclosure of
the information under such clause.

“(iv) APPLICATION OF HIPAA PRIVACY

RULES.—Nothing 1in this subparagraph
shall be construed as changing or affecting
the application of rules promulgated under
section 264(c¢) of the Health Insurance

Portability and Accountability Act of 1996.

“(C) PEERS DEFINED.—For purposes of

this subsection, the term ‘peers’ means, with re-

spect to a billing unit under this part that prac-

tices in a specialty in an MA region (as estab-

lished under section 1858(a)(2)), other billing

units under this part that practice in the same

specialty in the same region, or, beginning with

the update for 2013, or in the United States.

“(4) REPORTING ON PERFORMANCE BEGINNING

WITH 2008.

Beginning with 2008, each billing unit

under this part may submit information on perform-

ance on the Q measures selected under this sub-

section with respect to individuals enrolled under

this part. Such information shall be submitted in a

form and manner and time specified by the Sec-

retary, which may include submission as part of

claims data under this part. The Secretary shall pro-

*HR 5866 IH
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vide a process for auditing the accuracy of the infor-

mation submitted under this paragraph.

“(5) INFORMATIONAL PERFORMANCE STAND-

“(A) IN GENERAL.—For purposes of dis-
closure under paragraph (3)(B), the Secretary
shall establish quality performance objectives
for billing units under this part.

“(B) DIscLOSURE.—For purposes of para-
oraph (3)(B), such a billing unit is considered
to meet performance objectives for a year if,
based on the unit’s rating under paragraph
(3)(A), the unit’s performance meets or exceeds
the performance thresholds specified by the
Secretary under subparagraph (C).

“(C) IMPROVEMENT STANDARDS AND PER-

FORMANCE THRESHOLDS.—The Secretary shall
specify the performance thresholds under sub-
paragraphs (B) before the beginning of the year
involved.

“(D) TREATMENT OF CASES OF INSUFFI-
CIENT INFORMATION.—A billing unit is deemed
to meet performance objectives under subpara-
oraphs (B) and (C) if the unit complied with

the reporting requirement under paragraph (4)

*HR 5866 IH
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but there was insufficient information, as deter-
mined by the Secretary, to provide a valid

measure of performance.

“(6) REVIEW OF ADDITIONAL EXPENSES.—Not
later than January 1, 2010, and after consultation
with the medical community, the Secretary shall re-
view, and report to Congress on, the extent to which
billing unit compliance with the reporting provisions
of paragraph (4) results in increased work and prac-
tice expenses to billing units and whether partici-
pating billing units showed a demonstrable improve-
ment in the delivery of quality health care.

“(7) PHOYSICIAN  AND BENEFICIARY EDU-
CATION.—During 2008, the Secretary shall establish
a program to educate billing units under this part
and individuals enrolled under this part about the
voluntary quality disclosure system under this sub-
section and recommendations on training opportuni-
ties to improve ratings and performance on Q meas-
ures .

“(8) ANNUAL REPORT ON GROWTH IN VOLUME
OF PHYSICIANS’ SERVICES.—

“(A) IN GENERAL.—The Secretary shall
report to the Medicare Payment Advisory Com-

mission and Congress by April 1 of each year

*HR 5866 IH
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(beginning  with 2008) information on the
oerowth in volume of services per enrollee and
orowth 1 expenditures per enrollee, based upon
services and expenditures for which payment is
based, or related to, the fee schedule established
under this section.
“(B) DrETAILS.—The information under
subparagraph (A) shall—

“(1) be disaggregated by type of serv-
ice, by geographic area, and by specialty of
physicians (or, if applicable, of non-physi-
clan practitioners or suppliers);

“(i1) distinguish between growth in ex-
penditures due to price change versus vol-
ume change and intensity change, includ-
ing erowth due to the development and im-
provement of procedures; and

“(i11) identify types of service or geo-
eraphic areas where changes in volume or
expenditures are inappropriate or unjusti-
fied, taking into account clinical outcomes.
“(C) RECOMMENDATIONS.—Each such re-

port shall include recommendations to respond

to inappropriate growth in service volume. Such

*HR 5866 IH
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recommendations may include regulatory or leg-
islative changes, or both.

“(D) MEDPAC RESPONSE.—The Medicare
Payment Advisory Committee shall review each
report submitted under this paragraph, includ-
ing recommendations included under subpara-
oraph (C). The Commission shall include in its
report to Congress in June following each such
report an analysis of the Secretary’s findings
and recommendations.

“(9) EVALUATION; REPORT.—

“(A) EvALUATION.—The Secretary shall
provide for an evaluation of the operation of
this subsection during the 5-year period in
which this subsection is first applied. Such eval-
uation shall review the impact of this subsection
on improving the quality of services and on ac-
cess to such services and on the fairness of its
implementation. Such evaluation shall include a
study of the extent to which—

“(1) payment policies under this sec-
tion exacerbate or diminish racial and eth-
nic health disparities; and

“(i1) there has been improvement in

meeting performance measures for racial

*HR 5866 IH
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and ethnic minorities through the oper-

ation of this section.

The Secretary is authorized to enter into a con-

tract with the Institute of Medicine of the Na-

tional Academy of Sciences for the conduct of
the evaluation under this subparagraph.

“(B) REPORT.—The Secretary shall sub-
mit to Congress a report on such evaluation by
not later than September 30, 2012.

“(10) WAIVER OF ADMINISTRATIVE AND JUDI-
CIAL REVIEW.—There shall be no administrative or
judicial review under section 1869 or otherwise of—

“(A) the selection of Q measures under
paragraphs (1) and (2);

“(B) the development and computation of
ratings under paragraph (3)(A), standards and
thresholds under paragraph (5)(C), and the ap-
plication of such standards and thresholds
under paragraphs (3)(B) and (5)(B); and

“(C) the definition of peers and new billing
units under this subsection.”.

(b) CONFORMING MEDPAC DUTIES.—Section

1805(b)(2) of such Act (42 U.S.C. 1395b—6(b)(2)) is

24 amended by adding at the end the following new subpara-

25

oraph:

*HR 5866 IH
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1 “(D) REVIEW OF REPORT ON GROWTIH IN
2 PHYSICIAN SERVICES.—Specifically, under sec-
3 tion 1848(k)(8)(D), the Commission shall re-
4 view and make recommendations concerning the
5 Secretary’s report on the growth of physicians’
6 services under section 1848.".

7 SEC. 103. REMOVING LIMITATIONS ON BALANCE BILLING
8 WITH BENEFICIARY NOTICE FOR HIGHEST IN-
9 COME BENEFICIARIES.

10 (a) IN GENERAL.—Section 1848(g) of the Social Se-
11 curity Act (42 U.S.C. 1395w—4(g)) is amended—

12 (1) in paragraph (1)(A), in the matter before
13 clause (i), by inserting “, subject to subparagraph
14 (D),” after “enrolled under this part’;

15 (2) in paragraph (1), by adding at the end the
16 following new subparagraph:

17 “(D) EXCEPTION FOR HIGHEST INCOME
18 BENEFICIARIES.—Subparagraph (A) shall not
19 apply with respect to physicians’ services fur-
20 nished in a month to an individual with respect
21 to whom and for such month a reduction in
22 premium subsidy is in effect under section
23 1839(1) if the individual furnishing such serv-
24 ices provides the advance notice of such non-
25 participation and non-acceptance of assignment

*HR 5866 IH
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under paragraph (8) and (for services furnished
on or after January 1, 2008) submits informa-

2

tion in accordance with subsection (k)(4).”; and

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

“(8) NOTICE OF NON-PARTICIPATION AND NON-
ACCEPTANCE OF ASSIGNMENT.—For purposes of
paragraph (1)(D), the advance notice of non-partici-
pation and non-acceptance of assignment shall be,
with respect to an item or service furnished under
this part by (or under the supervision of) a physi-
clan, a notice (that may be in the form of a posting
in a conspicuous place in a physician’s office or on
patient information forms) that is posted or other-
wise furnished in a manner so as to inform the indi-
vidual receiving the item or service that—

“(A) the physician furnishing (or super-
vising the furnishing of) the items or service is
not a participating physician and does not ac-
cept assignment with respect to the service; and

“(B) because of such non-acceptance, in
the case of physicians’ services furnished in a
month to an individual with respect to whom
and for such month a reduction in premium

subsidy 1s in effect under section 1839(1), the

*HR 5866 IH
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charge imposed is not limited and may exceed
the limiting charge described in paragraph
(2).”

(b) CONFORMING AMENDMENT TO PRIVATE CON-

TRACT PROVISIONS.

Section 1802 of such Act (42
U.S.C. 1395a) is amended by adding at the end the fol-
lowing new paragraph:

“(6) EXCEPTION FOR HIGHEST INCOME BENE-

FICIARIES.

The previous provisions of this sub-
section shall not apply to physicians’ services fur-
nished in a month to an individual with respect to
whom and for such month a reduction in premium
subsidy is in effect under section 1839(1) if the ad-
vance notice described in section 1848(2)(8) has
been provided and (for services furnished on or after
January 1, 2008) the physician furnishing the serv-
ices submits information in accordance with section
1848(k)(4).”.

(¢) CONFORMING AMENDMENT TO PARTICIPATION

PROVISIONS.

Section 1842(h) of such Act (42 U.S.C.
1395u) is amended by adding at the end the following new
paragraph:

“(8) The previous provisions of this subsection, inso-
far as they limit the charges that a participating physician

may impose, shall not apply to physicians’ services fur-

*HR 5866 IH
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nished in a month to an individual with respect to whom
and for such month a reduction in premium subsidy is
in effect under section 1839(1) if the advance notice de-
seribed in section 1848(2)(8) has been provided and (for
services furnished on or after January 1, 2008) the physi-
cian furnishing the services submits information in accord-
ance with section 1848(k)(4).”.

(d) EFFECTIVE DATE.—The amendments made by
this section shall apply to services furnished on or after
January 1, 2008.

(e) REVIEW AND REPORT ON IMPACT.—

(1) REVIEW.—The Secretary of Health and

Human Services shall monitor and review the impact

of the amendments made by this section on the ac-

cess of medicare beneficiaries to physicians’ services.

(2) REPORT.—Not later than January 1, 2009,
the Secretary shall submit to Congress a report on
such review and shall include such recommendations
regarding changes in the amendments made by this
section (such as reducing the income threshold ap-
plied for purposes of determining applicability of
such amendments and thereby expanding the appli-
cation of such amendments) as the Secretary deems

appropriate.
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TITLE II—QUALITY IMPROVE-
MENT ORGANIZATION (QIO)
MODERNIZATION

SEC. 201. QUALITY IMPROVEMENT ACTIVITIES.
(a) INCLUSION OF QUALITY IMPROVEMENT KFUNC-

TIONS.

Section 1154(a) of the Social Security Act (42
U.S.C. 1320c¢-3(a)) is amended by adding at the end the
following new paragraph:

“(18) The organization shall offer quality im-
provement assistance to providers, practitioners,
Medicare Advantage organizations offering Medicare
Advantage plans under part C of title XVIII, and
preseription drug sponsors offering preseription drug
plans under part D of such title, including the fol-
lowing:

“(A) Education on quality improvement
initiatives, strategies and techniques.

“(B) Instruction on how to collect, submit,
ageregate and interpret data on measures that
may be used for quality improvement, public re-
porting and payment.

“(C) Imstruction on how to conduct root-

cause analyses.
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“(D) Technical assistance for providers
and practitioners in beneficiary education to fa-
cilitate patient self-management.

“(E) Facilitating cooperation among var-
ious local stakeholders in quality improvement.

“(F) Facilitating adoption of procedures
that encourage timely candid feedback from pa-
tients and their families concerning perceived
problems.

“(G) Guidance on redesigning clinical proe-
esses, including the adoption and effective use
of health information technology, to improve the
coordination, effectiveness, and safety of care.

“(H) Assistance in improving the quality
of care delivered in rural and frontier areas and
reducing health care disparities among racial
and ethnic minorities, as well as gender dispari-
ties.”.

(b) MEDICARE QUALITY ACCOUNTABILITY PRO-

20 GRAM.—Paragraph (14) of section 1154(a) of such Act

21
22
23
24
25

(42 U.S.C. 1320c¢-3(a)) 1s amended to read as follows:
“(14)(A) The organization shall conduct an ap-
propriate review of all written complaints about the
quality of services (for which payment may otherwise

be made under title XVIII) not meeting profes-
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sionally recognized standards of health care, if the
complaint is filed with the organization by an indi-
vidual entitled to benefits for such services under
such title (or a person acting on the individual’s be-
half). Before the organization concludes that the
quality of services does not meet professionally rec-
ognized standards of health care, the organization
must provide the practitioner or person concerned
with reasonable notice and opportunity for discus-
sion.

“(B) The organization shall establish and oper-
ate a Medicare quality accountability program con-
sistent with the following:

“(1) The organization shall actively educate
Medicare beneficiaries of their right to bring
quality concerns to Quality Improvement Orga-
nizations.

“(i1) The organization shall report findings
of its investigations to complainants, the bene-
ficiary involved, or their representative, whether
the complaint findings involve physicians or in-
stitutional providers, practitioners, or Medicare
Advantage plans, but such complaint findings
may not be used in any form in a medical mal-

practice action.
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“(i) The organization shall assist pro-
viders, practitioners, and plans in adopting best
practices for soliciting and welcoming feedback
about patient concerns, and assist providers,
practitioners, and plans in remedying patient-
reported problems that are confirmed by the or-
canization and shall report findings of patient
reported problems to the provider, practitioner,
or plan involved before disclosing ivestigation
results to the patient or patient’s representa-
tive.

“(iv) The organization shall determine
whether the complaint allegations about clinical
quality of care are confirmed and assist pro-
vider, practitioners, and plans n remedying
confirmed complaints.

“(v)  The organization shall respond
supportively to quality problems caused by un-
safe systems, and refer for enforcement pro-
viders who are unwilling or unable to improve.

“(vi) The organization shall publish annual
quality reports in each State in which the orga-
nization operates, including aggregate com-
plaint data and provider performance on stand-

ardized quality measures.
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| “(vii) The organization shall promote bene-

2 ficiary awareness of standardized quality meas-

3 ures that may be used for evaluating care and

4 for choosing providers, practitioners and plans

5 “(C) The Secretary shall monitor and report to

6 Congress, regarding—

7 “(i) the reliability of complaint determina-

8 tions by Quality Improvement Organizations;

9 “(i1) the effect of disclosure of complaint
10 findings on the availability of primary- and spe-
11 cialty-care physician reviewers;

12 “(i1) changes resulting from the systems
13 change process deseribed in  subparagraph
14 (B)(v); and

15 “(iv) trends in civil litigation filed by com-
16 plainants.”.

17 SEC. 202. IMPROVED PROGRAM ADMINISTRATION.

18 Part B of title XI of the Social Security Act is

19 amended by adding at the end the following new section:

20 “PROGRAM ADMINISTRATION
21 “SeC. 1164. (a) IMPROVED PROGRAM MANAGE-

22 MENT.—

23 “(1) REPORT ON MANAGEMENT OF THE QIO
24 PROGRAM.—The Comptroller General of the United
25 States shall submit to Congress, no later than
26 March 31, 2010, a report on the implementation by
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the Secretary and the Director of the Office of Man-
agement and Budget of this part and their overall

management of the program under this part.

“(2) PROGRAM MANAGEMENT.—The report

under paragraph (1) shall include a review of all of

the following:

“(A) Implementation of the priorities, rec-
ommendations, and strategies of the strategic
advisory committee under subsection (¢)(1).

“(B) Implementation of appropriate pro-
oram and contractor evaluation.

“(C) Ensuring timely issuance of state-
ments of work.

“(D) Ensuring timely and priority QIO ac-
cess to Medicare data for quality improvement
purposes.

“(E) Ensuring timely apportionment of
funding.

“(F) Ensuring funding levels for new work
are added to the QIO contract, as described in
the second sentence of section 1159(b)(1).

“(G) The process of developing the appor-
tionment request and determining the funding

allocation to QIOs.
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“(H) The identification of and progress to-
wards measures of effective management by the
Secretary of the QIO program.

“(I) A review of the experience and quali-
fications of staff of the Centers for Medicare &
Medicaid Services in overseeing the program.
“(3) INNOVATION.—The Secretary shall ensure

that such staff Quality Improvement Organizations
are provided maximum freedom in designing and ap-
plying intervention strategies for local quality im-

provement.

“(b) ASSURING DATA ACCESS.—The Secretary shall
ensure that Quality Improvement Organizations have
timely, top priority access to Medicare data for all parts
of Medicare pertinent to the contract activities, in a form
allowing the data to be integrated and analyzed by such
organizations according to the needs of partners and bene-
ficiaries in each jurisdiction.
“(¢) SETTING STRATEGIC PRIORITIES.—
“(1) APPOINTMENT OF STRATEGIC ADVISORY
COMMITTEE.—The Secretary shall appoint an inde-
pendent strategic advisory committee, composed of

national quality measurement and improvement ex-

perts, representatives of beneficiaries, health care
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providers, and practitioners, and organizations hold-
ing contracts under this part.

“(2) DUTIES OF COMMITTEE.—Such committee
shall set national strategic priorities for improve-
ment in the quality of care, consistent with the In-
stitute of Medicine’s six aims for health care im-
provement, including safety, effectiveness, patient
centeredness, timeliness, efficiency and equity, and
update these in time to permit preparation of a draft
statement of work and funding request for each pro-
oram cycle under this part.

“(3) INDEPENDENT EVALUATION.—The com-
mittee should ensure that the Quality Improvement
Organization program 1is evaluated by an inde-
pendent entity using a study design, such as to a
crossover design, to allow for a reliable assessment
of program performance in a way that does not have
an adverse impact on providers, practitioners, and
plans that may work with the Organization.

“(4) FunNDING.—The Secretary shall allocate
funds for the strategic advisory committee from the
portion of the additional funding provided under the
second sentence of section 1159(b)(1).

“(d) TAKING INTO ACCOUNT RECOMMENDATIONS

25 FROM STAKEHOLDERS IN STATEMENTS OF WORK.—Each
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statement of work under this part for a contract period
beginning on or after August 1, 2008, shall include a task
for the contracting Quality Improvement Organization to
convene stakeholders to identify high priority quality prob-
lems for work in the contract period that are relevant to
Medicare beneficiaries in the State. Each such organiza-
tion shall propose, as part of such statement, one or more
projects to the Secretary taking into consideration the rec-
ommendations of such stakeholders recommendations,
along with suggested performance measures to evaluate
progress on such item.

“(e) ALLOCATION OF RESOURCES TO PRIORITY
AREAS.—The Secretary shall allocate at least 20 percent
of the additional funding that is provided under the second
sentence of section 1159(b)(1) to promote improvement in
one or more locally defined priority areas identified under
subsection (d).”.

SEC. 203. DATA DISCLOSURE.

Section 1160 of the Social Security Act (42 U.S.C.
1320¢-9) 1s amended—

(1) in subsection (a)(3), by striking “subsection
(b)” and inserting ‘‘subsections (b) and (f)”’; and

(2) by adding at the end the following new sub-

section:
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“(f)(1) An organization with a contract with the Sec-
retary under this part may share individual-specific data
with a physician treating the individual, for quality 1m-
provement and patient safety purposes.

“(2) The Secretary shall promulgate, not later than
30 days after the date of the enactment of this subsection,
a regulation that permits the sharing of data under para-
oraph (1).

“(3) Nothing in this subsection shall be construed to
limit, alter, or affect the requirements imposed the regula-
tions promulgated under section 264(c¢) of the Health In-
surance Portability and Accountability Act of 1996.”.

SEC. 204. USE OF EVALUATION AND COMPETITION.

Section 1153 of the Social Security Act (42 U.S.C.
1320¢-2) 1s amended—

(1) by amending paragraph (3) of subsection
(¢) to read as follows:

“(3) subject to subsection (k), the contract shall
be for an initial term of five years and shall be re-
newable for each 5 years thereafter;”; and

(2) by adding at the end the following new sub-
section:

“(k)(1) Subject to the succeeding provisions of this

subsection, at the end of each contract period under sub-

*HR 5866 IH



O o0 N N W BB W

[\© TN NG TN N T NG I NG I N0 B S e e T e e T e T e T T
[ T NG U N N e = NN - BN B o) W ) TR ~S O T NO S e

35
section (¢)(3), the contract shall be subject to open com-
petition.

“(2) Before publishing a request for proposal for a
contract period, the Secretary shall, in consultation with
the strategic advisory committee appointed under section
1164(c)(1), establish measurable goals for each task to be
included in such proposal. The contract shall include a
performance threshold by which an organization holding
a contract under this section may demonstrate excellent
performance. The Secretary may not establish such per-
formance thresholds in such a way as to predetermine or
limit either the number or percentage of organizations
which may demonstrate excellent performance.

“(3) The Secretary shall publish the request for pro-
posals no later than four months prior to the beginning
of such contract period.

“(4) The Secretary shall utilize the strategic advisory
committee appointed under section 1164(c)(1) to qualify
the validity, reliability, and feasibility of measures to be
used in evaluating the performance of organizations hold-
ing a contract under this section. Before any performance
measure may be used for such purpose, it must have been
designated by such committee to be valid, reliable, and fea-
sible for use under similar circumstances, as demonstrated

in at least one reliable and valid study.
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“(5) In the case of an open competition for a contract
under this section, if an organization bidding for the con-
tract demonstrates excellent performance in fulfilling the
terms of such a contract during the previous contract pe-
riod, the Secretary shall award the bidder a bonus equiva-
lent to ten percent of the total possible score for the pro-
posal.
“(6) The Secretary may not reduce the amount of
a contract award below the amount proposed by the bidder
prevailing in a competitive bidding process.
“(7) The Secretary shall design the process for per-
formance evaluation of contracts under this section—
“(A) to avoid interfering with the work of con-
tractors with plans, providers, and practitioners;
“(B) to hold harmless and not penalize contrac-
tors when performance is impaired or delayed by
failures of the Secretary, personnel of the Depart-
ment of Health and Human Services, or contractors
of the Secretary to provide timely deliverables by
other entities;
“(C) to use a continuous measurement strategy
with provision for frequent performance updates for

evaluating interim progress; and
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“(D) to require that evaluation metries be mon-
itored and adjusted based on experience or evolving
science over the course of a contract cycle.

“(8) At the end of each 5-year contract term, the Sec-
retary may, without full and open competition, extend the
term for an additional period of 5 years if the Secretary
determines that the organization holding the contract has
achieved excellent performance during the previous 5-year
term. But in no case shall an organization be allowed to
maintain such a contract for a period of longer than 10
years without being subject to full and open competition.”.
SEC. 205. QUALITY IMPROVEMENT FUNDING.

Section 1159 of the Social Security Act (42 U.S.C.
1320¢-8) 1s amended—

(1) by inserting “(a)” before “Expenses in-
curred”; and

(2) by adding at the end the following new sub-
section:

“(b)(1) The aggregate annual funding under con-
tracts under this part for fiscal year 2007 and each subse-
quent fiscal year shall not be less than $421,666,000. In
addition, there are authorized to be appropriated for con-
tract periods in subsequent fiscal years such additional

amounts funds as may be necessary to adequately fund
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any resource needs over the amount provided under the
previous sentence.

“(2) At least 80 percent of the funding under this
part in a contract period shall be expended in support of
core contracts held by organizations under this part.

“(3) The Secretary shall determine the resource
needs for a contract period in consultation with represent-
atives from existing contractors. The determination shall
take into account factors including any new work added
via contract modification during the course of the contract
period or added from one contract cycle to the next cycle.
New work includes—

“(A) additional core contract tasks, require-
ments, deliverables, and performance thresholds;

“(B) technical assistance for additional pro-
viders, practitioners, and health plans and additional
provider settings;

“(C) nereased outreach and communications to
Medicare beneficiaries, providers, practitioners, and
plans; and

“(D) increased volume of medical reviews.

“(4) With respect to the apportionment of funds
under this part for a contract period—

“(A) the Secretary shall submit a proposed ap-

portionment to the Director of the Office of Manage-

*HR 5866 IH



O o0 N N W BB W

[\© TN NG TN N T NG I NG I N0 B S e e T e e T e T e T T
[ T NG U N N e = NN - BN B o) W ) TR ~S O T NO S e

39

ment and Budget no later than 1 year before the

first date of the contract period;

“(B) such Director shall approve or deny the
proposed apportionment no later than 9 months be-
fore the first date of such contract period;

“(C) for tasks the Secretary proposes to con-
tinue from the previous contract period, if the ap-
portionment is not authorized by the deadline speci-
fied in subparagraph (B), funding shall continue for
the next contract period at a level no less than the
level for the previous contract period, increased by
the percentage increase in the consumer price index
for all urban consumers during the preceding 12-
month period.

“(5) Organizations with a contract under this part
may enter into contracts with public or private entities in-
cluding providers, practitioners, and payers other than
Secretary, to provide quality improvement or other forms
of technical assistance if there were arrangements made
to avoid potential conflicts of interest.

“(6) Such organizations shall have the ability to meet
the terms of a contract by allocating funds to functions
established by the Secretary at its discretion. The Sec-
retary shall review the allocation of these funds and

whether the organization met the functions and goals set
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out for the organization, regardless of allocation of funds
at the initial acceptance of the contract.”.
SEC. 206. QUALIFICATIONS FOR QIOS.

(a) IN GENERAL.—Section 1153(b) of the Social Se-
curity Act (42 U.S.C. 1320¢-2(b)) is amended by adding
at the end the following new paragraph:

“(4) The Secretary shall not enter into or renew a
contract under this section with an entity unless the fol-
lowing requirements are met:

“(A) The entity’s governing body must reflect
representation of consumers and other stakeholders.

“(B) The entity must have demonstrated suc-
cess in facilitating clinical and administrative system
redesign to improve the coordination, effectiveness,
and safety of health care, and in facilitating co-
operation among stakeholders in quality improve-
ment.”.

(b) EFrFECTIVE DATE.—The amendment made by
subsection (a) shall apply to contract periods beginning
after the date of the enactment of this Act.

SEC. 207. COORDINATION WITH MEDICAID.

(a) PERMITTING ALTERNATIVE QUALITY IMPROVE-
MENT PROGRAM.—Section 1902(a)(30) of the Social Se-
curity Act (42 U.S.C. 1396a(a)(30)) is amended by strik-

ing “and” at the end of subparagraph (A), by adding
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“and” and the end of subparagraph (B), and by adding

at the end the following new subparagraph:

“(C) provide, at the discretion of the State

plan, for a quality improvement program in

place of the program described in subparagraph

(A), in whole or in part, that—

“(1) establishes priorities for achieving
significant measurable improvement in the
quality of health care services provided to
individuals eligible under this title, and re-
views such priorities at least every five
years for the purpose of making appro-
priate revisions;

“(11) provides quality improvement as-
sistance to providers and practitioners con-
sistent with such priorities; and

“(i11) provides for an annual report to
the Secretary on quality performance
under such plan of providers and practi-
tioners using nationally standardized qual-

ity measures;’’.

(b) RoLE oF QIOs.—Section 1902(d) of such Act

(42 U.S.C. 1396a(d)) is amended—

(1) by inserting “(1)”" after “(d)”’; and
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(2) by adding at the end the following new
paragraph:

“(2) If a State contracts with a Quality Improvement
Organization having a contract with the Secretary under
part B of title XI for the performance of quality improve-
ment program activities required by subsection (a)(30)(C),
such requirements shall be deemed to be met for those
activities by delegation to such an Organization if the con-
tract provides for the performance of activities not incon-
sistent with part B of title XI and provides for such assur-
ances of satisfactory performance by such an entity or or-
canization as the Secretary may prescribe.”.

(¢) FuNDING.—Section 1903(a)(3)(C) of such Act
(42 U.S.C. 1396b(a)(3)(C)) 1s amended—

(1) in clause (i), by striking “1902(d)” and in-
serting “1902(d)(1)”; and

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

“(111) 75 percent of the sums expended
with respect to costs incurred during such
quarter (as found necessary by the Sec-
retary for the proper and efficient adminis-
tration of the State plan) as are attrib-
utable to the performance of quality im-

provement program activities by a Quality
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Improvement Organization under a con-
tract  entered into  under  section
1902(d)(2); and”.
(d) EFrFECTIVE DATE.—The amendments made by
this section shall apply to contract periods beginning after

the date of the enactment of this Act

TITLE ITI—MEDICARE SAVINGS
AND OTHER PROVISIONS

SEC. 301. ELIMINATION OF STABILIZATION FUND FOR RE-
GIONAL PPOS.

(a) IN GENERAL.—Except as provided in subsection
(b), no funds shall be available for obligation, on or after
the date of the enactment of this Act, from the MA Re-
oional Plan Stabilization Fund (under section 1858(e) of
the Social Security Act).

(b) AVAILABILITY OF FREED UP FUNDS.—Amounts
in such MA Regional Plan Stabilization Fund that are not
otherwise obligated shall be transferred and deposited into
the Medicare Supplementary Medical Insurance Trust
Fund under section 1841 of the Social Security Act (42
U.S.C. 1395t) without additional appropriation to cover
additional expenditures resulting from the amendments

made by section title I of this Act.

*HR 5866 IH



O o0 9 N D kA WD =

[\O JEE \© R O I O N i e e e e e T e e
W N = O O 0NN N N R WD = O

24
25
26

44
SEC. 302. ONGOING EXAMINATION OF MEDICARE FUNDING.

The

(a) EXAMINATION BY BOARD OF TRUSTEES.
Board of Trustees of the Federal Hospital Insurance
Trust Fund and of the Federal Supplementary Medical
Insurance Trust Fund shall monitor and examine the ex-
tent to which the different funding mechanisms under
parts A, B, and D of title XVIII of the Social Security
Act provide an appropriate alignment with the program
ooals of the respective parts. Such examination shall in-
clude an examination of each of the following:

(1) The extent to which, as volume of services
increases in physician settings under such part B,
there is a corresponding reduction in similar services
provided in a hospital setting under such part A.

(2) The extent to which, as a result of increased
coordination between physicians and the delivery of
preseription drugs under such part D, particularly
with respect to individuals with chronic conditions,
there will there be a decrease in hospitalizations
under such part A.

(3) The extent to which other changes in physi-
cian or other health care practice results in a shift-
ing of expenditures among the various parts.

In each an-

(b) INCLUSION IN ANNUAL REPORTS.
nual report submitted to the Congress after the date of

the enactment of this Act under section 1817(b)(2) or sec-
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tion 1841(b)(2) of the Social Security Act (42 U.S.C.
13951(b)(2), 1395t(b)(2)), such Board of Trustees shall
include information on the matters deseribed in subsection
(a).
SEC. 303. ONE-YEAR DELAY IN MEDICARE ADJUSTMENTS IN
PAYMENTS FOR IMAGING SERVICES; IOM
STUDY ON UTILIZATION AND APPROPRIATE-
NESS OF IMAGING SERVICES.

(a) DELAY.—Subsections (b)(4)(A), (e¢)(2)(B)v)(D),
and (¢)(2)(B)(v)(IT) of section 1848 of the Social Security
Act (42 U.S.C. 1395w—4), as amended by section 5102
of the Deficit Reduction Act of 2005 (Public Law 109-
171) are each amended by striking “2007” and inserting
“2008”.

(b) STUDY AND REPORT ON UTILIZATION AND AP-
PROPRIATENESS OF IMAGING SERVICES.—

(1) IN GENERAL.—The Secretary of Health and

Human Services shall request (and shall enter into

a contract with) the Institute of Medicine to conduct

a study of the utilization and appropriateness of im-

aging services described in section 1848(b)(4)(B) of

the Social Security Act (42 U.S.C. 1395w—
4(b)(4)(B)) under the Medicare program and to sub-

mit to the Secretary, not later than April 1, 2007,

a report on such study, including recommendations
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| regarding changes in medicare payment for such
2 services. Such study shall include an examination
3 of—

4 (A) the role of medical malpractice in the
5 utilization of such services;

6 (B) the impact of utilization of such serv-
7 ices In reducing or increasing the subsequent
8 delivery of services;

9 (C) the impact of increased disease as a
10 factor 1n utilization of such services; and

11 (D) a delineation of factors in utilization
12 and appropriateness by site of service, by mo-
13 dality, and by specialty.

14 (2) REPORT.—The Secretary shall submit to
15 Congress the report submitted under paragraph (1).

16 SEC. 304. ELIMINATING PHASE-IN FOR IMPLEMENTATION

17 OF REDUCTION IN PART B PREMIUM SUB-
18 SIDY FOR HIGHER INCOME BENEFICIARIES.
19 Section 1839(1)(3) of the Social Security Act (42

20 U.S.C. 1395r(1)(3)) is amended—

21 (1) in subparagraph (A), by striking ‘“‘Subject
22 to subparagraph (B), the” and inserting “The’’;

23 (2) in subparagraph (A)(i), by striking ‘“‘sub-
24 paragraph (C)” and inserting ‘‘subparagraph (B)”;

25 (3) by striking subparagraph (B); and
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(4) by redesignating subparagraph (C) as sub-

paragraph (B).

SEC. 305. EXCLUSION OF INDIRECT GRADUATE MEDICAL
EDUCATION PAYMENT IN COMPUTATION OF
PAYMENTS TO MEDICARE ADVANTAGE ORGA-
NIZATIONS.

(a) IN GENERAL.—Section 1853(¢)(1)(D)(1) of the
Social Security Act (42 U.S.C. 1395w—23(¢)(1)(D)(1)) is
amended by inserting ‘“‘or under section 1886(d)(5)(B)”
after “1886(h)”".

(b) EFFECTIVE DATE.—The amendment made by
subsection (a) shall apply to payment for years beginning
with 2007 and the Secretary of Health and Human Serv-
ices shall provide for the application of clause (i) of section
1853(c)(1)(D) of the Social Security Act, as so amended,
for 2007.
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