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Mr. RYAN of Wisconsin, from the Committee on Ways and Means,
submitted the following

REPORT

[To accompany H.R. 2506]

[Including cost estimate of the Congressional Budget Office]

The Committee on Ways and Means, to whom was referred the
bill (H.R. 2506) to amend title XVIII of the Social Security Act to
delay the authority to terminate Medicare Advantage contracts for
MA plans failing to achieve minimum quality ratings, having con-
sidered the same, report favorably thereon with an amendment and
recommend that the bill as amended do pass.
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The amendment is as follows:
Strike all after the enacting clause and insert the following:

SECTION 1. SHORT TITLE.
This Act may be cited as the “Seniors’ Health Care Plan Protection Act of 2015”.

SEC. 2. DELAY IN AUTHORITY TO TERMINATE CONTRACTS FOR MEDICARE ADVANTAGE
PLANS FAILING TO ACHIEVE MINIMUM QUALITY RATINGS.

(a) FINDINGS.—Consistent with the studies provided under the IMPACT Act of
2014 (Public Law 113-185), it is the intent of Congress—

(1) to continue to study and request input on the effects of socioeconomic sta-
tus and dual-eligible populations on the Medicare Advantage STARS rating sys-
tem before reforming such system with the input of stakeholders; and

(2) pending the results of such studies and input, to provide for a temporary
delay in authority of the Centers for Medicare & Medicaid Services (CMS) to
terminate Medicare Advantage plan contracts solely on the basis of performance
of plans under the STARS rating system.

(b) DELAY IN MA CONTRACT TERMINATION AUTHORITY FOR PLANS FAILING To
ACHIEVE MINIMUM QUALITY RATINGS.—Section 1857(h) of the Social Security Act
(42 U.S.C. 1395w—27(h)) is amended by adding at the end the following new para-

graph:

“(3) DELAY IN CONTRACT TERMINATION AUTHORITY FOR PLANS FAILING TO
ACHIEVE MINIMUM QUALITY RATING.—The Secretary may not terminate a con-
tract under this section with respect to the offering of an MA plan by a Medi-
care Advantage organization solely because the MA plan has failed to achieve
a minimum quality rating under the 5-star rating system established under sec-
tion 1853(0) during the period beginning on the date of the enactment of this
paragraph and through the end of plan year 2018.”.

I. SUMMARY AND BACKGROUND

A. PURPOSE AND SUMMARY

The bill, H.R. 2506, was ordered reported by the Committee on
Ways and Means on June 2, 2015, as legislation to delay the termi-
nation of Medicare Advantage contracts for plans that receive three
stars or fewer under the performance standards of the STARS rat-
ings system for three consecutive years.

B. BACKGROUND AND NEED FOR LEGISLATION

On May 21, 2015, Representative Buchanan (R-FL), Representa-
tive Blackburn (R-TN), and Representative Rangel (D-NY) intro-
duced H.R. 2506, a bill that would limit the Secretary’s ability to
terminate Medicare Advantage plans based solely on not meeting
the three-star minimum rating requirement for three consecutive
years. The legislation would not limit the Secretary’s authority to
terminate plans under the other ten measures that allow for termi-
nation. The Committee believes that the STARS ratings system
does not properly account for beneficiary socioeconomic status and
the amount of low-income and dual beneficiaries enrolled by a plan.
The Committee plans to work with stakeholders and the Centers
for Medicare and Medicaid Services (CMS) on reforming the
STARS ratings system, and this legislation delays potentially un-
fair terminations of plans, especially those serving Medicare’s
frailest seniors.
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C. LEGISLATIVE HISTORY

Background

H.R. 2506 was introduced on May 21, 2015, and was referred to
the Committee on Ways and Means and subsequently, the Com-
mittee on Energy and Commerce.

Committee hearings

On July 24, 2014, the Committee on Ways and Means Sub-
committee on Health held a hearing on the status of the Medicare
Advantage program.

The panel of witnesses included the following:

Chris Wing, Chief Executive Officer, SCAN Health Plans

Jeff Burnich, M.D., Senior Vice President & Executive Officer, Sut-
ter Medical Network, (Sacramento, CA) on behalf of CAPG

Robert Book, PhD, Senior Research Director, Health Systems Inno-
vation Network, LLC,

Outside Healthcare and Economics Expert, American Action Forum

Joe Baker, President, Medicare Rights Center

Committee action

The Committee on Ways and Means marked up H.R. 2506, Sen-
ior’'s Health Care Plan Protection Act of 2015, on June 2, 2015, and
ordered the bill, as amended, favorably reported (with a quorum
being present).

II. EXPLANATION OF THE BILL

SENIOR’S HEALTH CARE PLAN PROTECTION ACT OF 2015
PRESENT LAW

Section 1857(h) of the Social Security Act allows the Secretary to
terminate Medicare Advantage contracts based on compliance
measures established by the Secretary through the regulatory proc-
ess.

REASONS FOR CHANGE

The Secretary of Health and Human Services, under regulatory
powers established under the Social Security Act, may terminate
Medicare Advantage contracts for any of the eleven different rea-
sons discoverable during performance reviews of such contracts
during each application period’s Application Cycle Past Perform-
ance Review. One performance category would allow CMS to termi-
nate a contract if a plan did not meet the required star-rating
standards for a three-year period. A decision to terminate such a
contract could be very disruptive, particularly to low-income or
duals beneficiaries, as well as those with limited medical access.
H.R. 2506 proposes limiting the Secretary’s authority by delaying
the termination of plans specifically due to a lack of meeting min-
imum STARS measures for three consecutive years while Congress
works with CMS and stakeholders to reform the STARS ratings
system to properly weigh for the furnishing of plans to said bene-
ficiaries.



4

EXPLANATION OF PROVISIONS

The Senior’s Health Care Plan Protection Act of 2015 delays con-
tract termination authority for failing to meet minimum quality
ratings for three years.

EFFECTIVE DATE

This bill would take effect immediately after passage, and con-
tinue until December 31, 2018.

III. VOTES OF THE COMMITTEE

In compliance with clause 3(b) of rule XIII of the Rules of the
House of Representatives, the following statement is made con-
cerning the vote of the Committee on Ways and Means in its con-
sideration of H.R. 2506, Senior’s Health Care Plan Protection Act
of 2015, on June 2, 2015.

The bill, H.R.2506, was ordered favorably reported to the House
of Representatives as amended by voice-vote (with a quorum being
present).

IV. BUDGET EFFECTS OF THE BILL

A. COMMITTEE ESTIMATE OF BUDGETARY EFFECTS

In compliance with clause 3(d) of rule XIII of the Rules of the
House of Representatives, the following statement is made con-
cerning the effects on the budget of the bill, H.R. 2506, as reported.
The Committee agrees with the estimate prepared by the Congres-
sional Budget Office (CBO), which is included below.

B. STATEMENT REGARDING NEW BUDGET AUTHORITY AND TAX
EXPENDITURES BUDGET AUTHORITY

In compliance with clause 3(c)(2) of rule XIII of the Rules of the
House of Representatives, the Committee states that the bill in-
volves no new or increased budget authority. The Committee states
further that the bill involves no new or increased tax expenditures.

C. CosT ESTIMATE PREPARED BY THE CONGRESSIONAL BUDGET
OFFICE

In compliance with clause 3(c)(3) of rule XIII of the Rules of the
House of Representatives, requiring a cost estimate prepared by
the CBO, the following statement by CBO is provided.

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, June 12, 2015.

Hon. PAUL RYAN,
Chairman, Committee on Ways and Means,
House of Representatives, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for H.R. 2506, the Seniors’ Health
Care Plan Protection Act of 2015.
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If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contact is Paul Masi.
Sincerely,
KEITH HALL,
Director.

Enclosure.

H.R. 2506—Seniors’ Health Care Plan Protection Act of 2015

H.R. 2506 would prohibit the Centers for Medicare and Medicaid
Services (CMS) from terminating Medicare Advantage contracts
that fail to achieve a minimum quality rating. That prohibition
would be in effect until 2019. Under current law, CMS has an-
nounced that, beginning with contracts for calendar year 2017, it
will exercise its authority to not renew contracts that for three con-
secutive years do not achieve at least three stars under the five-
star rating system. Thus, enacting H.R. 2506 would permit certain
plans to continue operating in 2017 and 2018 that otherwise will
be terminated under current law. Those plans tend to receive
slightly lower payments than other Medicare Advantage plans in
the same areas, in part because they do not receive bonus pay-
ments under the five-star rating system.

CBO projects that very few beneficiaries will be enrolled in plans
that fail to achieve minimum quality ratings, and thus would be
subject to the changes under the legislation. Permitting those plans
to continue operating would reduce direct spending by $30 million
over the 2016-2025 period, CBO estimates. Because the legislation
would affect direct spending, pay-as-you-go procedures apply. The
net changes in direct spending that are subject to pay-as-you-go
procedures are shown in the following table.

CBO ESTIMATE OF PAY-AS-YOU-GO EFFECTS FOR H.R. 2506, AS ORDERED REPORTED BY THE
HOUSE COMMITTEE ON WAYS AND MEANS ON JUNE 2, 2015

By fiscal year, in millions of dollars—

2016— 2016—
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 “yp50 025

NET DECREASE (-) IN THE DEFICIT

Statutory Pay-As-You-
Go Impact ............. 0 0 —-10 —-15 -5 0 0 0 0 0 0 -3 -30

H.R. 2506 contains no intergovernmental or private-sector man-
dates as defined in the Unfunded Mandates Reform Act and would
not affect the budgets of state, local or tribal governments.

The CBO staff contact for this estimate is Paul Masi. The esti-
mate was approved by Holly Harvey, Deputy Assistant Director for
Budget Analysis.

V. OTHER MATTERS TO BE DISCUSSED UNDER THE
RULES OF THE HOUSE

A. COMMITTEE OVERSIGHT FINDINGS AND RECOMMENDATIONS

With respect to clause 3(c)(1) of rule XIII of the Rules of the
House of Representatives (relating to oversight findings), the Com-
mittee advises that it was as a result of the Committee’s review of
the provisions of H.R. 2506 that the Committee concluded that it
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is appropriate to report the bill, as amended, favorably to the
House of Representatives with the recommendation that the bill do
pass.

B. STATEMENT OF GENERAL PERFORMANCE GOALS AND OBJECTIVES

With respect to clause 3(c)(4) of rule XIII of the Rules of the
House of Representatives, the Committee advises that the bill con-
tains no measure that authorizes funding, so no statement of gen-
eral performance goals and objectives for which any measure au-
thorizes funding is required.

C. INFORMATION RELATING TO UNFUNDED MANDATES

This information is provided in accordance with section 423 of
the Unfunded Mandates Reform Act of 1995 (Pub. L. No. 104-4).

The Committee has determined that the bill does not contain
Federal mandates on the private sector. The Committee has deter-
mined that the bill does not impose a Federal intergovernmental
mandate on State, local, or tribal governments.

D. CONGRESSIONAL EARMARKS, LIMITED TAX BENEFITS, AND
LIMITED TARIFF BENEFITS

With respect to clause 9 of rule XXI of the Rules of the House
of Representatives, the Committee has carefully reviewed the pro-
visions of the bill, and states that the provisions of the bill do not
contain any congressional earmarks, limited tax benefits, or limited
tariff benefits within the meaning of the rule.

E. DUPLICATION OF FEDERAL PROGRAMS

In compliance with Sec. 3(g)(2) of H. Res. 5 (114th Congress), the
Committee states that no provision of the bill establishes or reau-
thorizes: (1) a program of the Federal Government known to be du-
plicative of another Federal program; (2) a program included in any
report from the Government Accountability Office to Congress pur-
suant to section 21 of Public Law 111-139; or (3) a program related
to a program identified in the most recent Catalog of Federal Do-
mestic Assistance, published pursuant to the Federal Program In-
formation Act (Pub. L. No. 95-220, as amended by Pub. L. No. 98—
169).

F. DISCLOSURE OF DIRECTED RULE MAKINGS

In compliance with Sec. 3(1) of H. Res. 5 (114th Congress), the
following statement is made concerning directed rule makings: The
Committee estimates that the bill requires no directed rule mak-
ings within the meaning of such section.

VI. CHANGES IN EXISTING LAW MADE BY THE BILL, AS
REPORTED

A. TEXT OF EXISTING LAW AMENDED OR REPEALED BY THE BILL, AS
REPORTED

In compliance with clause 3(e)(1)(A) of rule XIII of the Rules of
the House of Representatives, the text of each section proposed to
be amended or repealed by the bill, as reported, is shown below:
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SOCIAL SECURITY ACT

* * *k & * * *k

TITLE XVIII—HEALTH INSURANCE FOR THE AGED AND
DISABLED

* * * * * * *

PART C—MEDICARE+CHOICE PROGRAM
ES £ ES ES ES £ ES

CONTRACTS WITH MEDICARE+CHOICE ORGANIZATIONS

SEC. 1857. (a) IN GENERAL.—The Secretary shall not permit the
election under section 1851 of a Medicare+Choice plan offered by
a Medicare+Choice organization under this part, and no payment
shall be made under section 1853 to an organization, unless the
Secretary has entered into a contract under this section with the
organization with respect to the offering of such plan. Such a con-
tract with an organization may cover more than 1 Medicare+Choice
plan. Such contract shall provide that the organization agrees to
comply with the applicable requirements and standards of this part
and the terms and conditions of payment as provided for in this
part.

(b) MINIMUM ENROLLMENT REQUIREMENTS.—

(1) IN GENERAL.—Subject to paragraph (2), the Secretary
may not enter into a contract under this section with a
Medicare+Choice organization unless the organization has—

(A) at least 5,000 individuals (or 1,500 individuals in the
case of an organization that is a provider-sponsored orga-
nization) who are receiving health benefits through the or-
ganization, or

(B) at least 1,500 individuals (or 500 individuals in the
case of an organization that is a provider-sponsored orga-
nization) who are receiving health benefits through the or-
ganization if the organization primarily serves individuals
residing outside of urbanized areas.

(2) APPLICATION TO MSA PLANS.—In applying paragraph (1)
in the case of a Medicare+Choice organization that is offering
an MSA plan, paragraph (1) shall be applied by substituting
covered lives for individuals.

(3) ALLOWING TRANSITION.—The Secretary may waive the re-
quirement of paragraph (1) during the first 3 contract years
with respect to an organization.

(c) CONTRACT PERIOD AND EFFECTIVENESS.—

(1) PERIOD.—Each contract under this section shall be for a
term of at least 1 year, as determined by the Secretary, and
may be made automatically renewable from term to term in
the absence of notice by either party of intention to terminate
at the end of the current term.

(2) TERMINATION AUTHORITY.—In accordance with procedures
established under subsection (h), the Secretary may at any
time terminate any such contract if the Secretary determines
that the organization—

(A) has failed substantially to carry out the contract;
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(B) is carrying out the contract in a manner inconsistent
with the efficient and effective administration of this part;
or

(C) no longer substantially meets the applicable condi-
tions of this part.

(3) EFFECTIVE DATE OF CONTRACTS.—The effective date of
any contract executed pursuant to this section shall be speci-
fied in the contract, except that in no case shall a contract
under this section which provides for coverage under an MSA
plan be effective before January 1999 with respect to such cov-
erage.

(4) PREVIOUS TERMINATIONS.—

(A) IN GENERAL.—The Secretary may not enter into a
contract with a Medicare+Choice organization if a previous
contract with that organization under this section was ter-
minated at the request of the organization within the pre-
ceding 2-year period, except as provided in subparagraph
(B) and except in such other circumstances which warrant
special consideration, as determined by the Secretary.

(B) EARLIER RE-ENTRY PERMITTED WHERE CHANGE IN
PAYMENT POLICY.—Subparagraph (A) shall not apply with
respect to the offering by a Medicare+Choice organization
of a Medicare+Choice plan in a Medicare+Choice payment
area if during the 6-month period beginning on the date
the organization notified the Secretary of the intention to
terminate the most recent previous contract, there was a
legislative change enacted (or a regulatory change adopt-
ed) that has the effect of increasing payment amounts
under section 1853 for that Medicare+Choice payment
area.

(5) CONTRACTING AUTHORITY.—The authority vested in the
Secretary by this part may be performed without regard to
such provisions of law or regulations relating to the making,
performance, amendment, or modification of contracts of the
United States as the Secretary may determine to be incon-
sistent with the furtherance of the purpose of this title.

(d) PROTECTIONS AGAINST FRAUD AND BENEFICIARY PROTEC-
TIONS.—

(1) PERIODIC AUDITING.—The Secretary shall provide for the
annual auditing of the financial records (including data relat-
ing to medicare utilization and costs, including allowable costs
under section 1858(c)) of at least one-third of the
Medicare+Choice organizations offering Medicare+Choice plans
under this part. The Comptroller General shall monitor audit-
ing activities conducted under this subsection.

(2) INSPECTION AND AUDIT.—Each contract under this section
shall provide that the Secretary, or any person or organization
designated by the Secretary—

(A) shall have the right to timely inspect or otherwise
evaluate (i) the quality, appropriateness, and timeliness of
services performed under the contract, and (ii) the facili-
ties of the organization when there is reasonable evidence
of some need for such inspection, and

(B) shall have the right to timely audit and inspect any
books and records of the Medicare+Choice organization
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that pertain (i) to the ability of the organization to bear
the risk of potential financial losses, or (ii) to services per-
formed or determinations of amounts payable under the
contract.

(3) ENROLLEE NOTICE AT TIME OF TERMINATION.—Each con-
tract under this section shall require the organization to pro-
vide (and pay for) written notice in advance of the contract’s
termination, as well as a description of alternatives for obtain-
ing benefits under this title, to each individual enrolled with
the organization under this part.

(4) DISCLOSURE.—

(A) IN GENERAL.—Each Medicare+Choice organization
shall, in accordance with regulations of the Secretary, re-
port to the Secretary financial information which shall in-
clude the following:

(i) Such information as the Secretary may require
demonstrating that the organization has a fiscally
sound operation.

(i) A copy of the report, if any, filed with the Sec-
retary containing the information required to be re-
ported under section 1124 by disclosing entities.

(iii) A description of transactions, as specified by the
Secretary, between the organization and a party in in-
terest. Such transactions shall include—

(I) any sale or exchange, or leasing of any prop-
erty between the organization and a party in in-
terest;

(II) any furnishing for consideration of goods,
services (including management services), or fa-
cilities between the organization and a party in
interest, but not including salaries paid to employ-
ees for services provided in the normal course of
their employment and health services provided to
members by hospitals and other providers and by
staff, medical group (or groups), individual prac-
tice association (or associations), or any combina-
tion thereof; and

(ITI) any lending of money or other extension of
credit between an organization and a party in in-
terest.

The Secretary may require that information reported re-
specting an organization which controls, is controlled by,
or is under common control with, another entity be in the
form of a consolidated financial statement for the organiza-
tion and such entity.

(B) PARTY IN INTEREST DEFINED.—For the purposes of
this paragraph, the term “party in interest” means—

(i) any director, officer, partner, or employee respon-
sible for management or administration of a
Medicare+Choice organization, any person who is di-
rectly or indirectly the beneficial owner of more than
5 percent of the equity of the organization, any person
who is the beneficial owner of a mortgage, deed of
trust, note, or other interest secured by, and valuing
more than 5 percent of the organization, and, in the
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case of a Medicare+Choice organization organized as a
nonprofit corporation, an incorporator or member of
i%uch corporation under applicable State corporation
aw;

(i1) any entity in which a person described in clause
(D—

(I) is an officer or director;

(IT) is a partner (if such entity is organized as
a partnership);

(IIT) has directly or indirectly a beneficial inter-
est of more than 5 percent of the equity; or

(IV) has a mortgage, deed of trust, note, or other
interest valuing more than 5 percent of the assets
of such entity;

(iii) any person directly or indirectly controlling, con-
trolled by, or under common control with an organiza-
tion; and

(iv) any spouse, child, or parent of an individual de-
scribed in clause (i).

(C) ACCESS TO INFORMATION.—Each Medicare+Choice or-
ganization shall make the information reported pursuant
to subparagraph (A) available to its enrollees upon reason-
able request.

(5) LOAN INFORMATION.—The contract shall require the orga-
nization to notify the Secretary of loans and other special fi-
nancial arrangements which are made between the organiza-
tion and subcontractors, affiliates, and related parties.

(6) REVIEW TO ENSURE COMPLIANCE WITH CARE MANAGEMENT
REQUIREMENTS FOR SPECIALIZED MEDICARE ADVANTAGE PLANS
FOR SPECIAL NEEDS INDIVIDUALS.—In conjunction with the peri-
odic audit of a specialized Medicare Advantage plan for special
needs individuals under paragraph (1), the Secretary shall con-
duct a review to ensure that such organization offering the
plan meets the requirements described in section 1859(f)(5).

(e) ADDITIONAL CONTRACT TERMS.—

(1) IN GENERAL.—The contract shall contain such other
terms and conditions not inconsistent with this part (including
requiring the organization to provide the Secretary with such
information) as the Secretary may find necessary and appro-
priate.

(2) COST-SHARING IN ENROLLMENT-RELATED COSTS.—

(A) IN GENERAL.—A Medicare+Choice organization and a
PDP sponsor under part D shall pay the fee established by
the Secretary under subparagraph (B).

(B) AUTHORIZATION.—The Secretary is authorized to
charge a fee to each Medicare+Choice organization with a
contract under this part and each PDP sponsor with a con-
tract under part D that is equal to the organization’ or
sponsor’s pro rata share (as determined by the Secretary)
of the aggregate amount of fees which the Secretary is di-
rected to collect in a fiscal year. Any amounts collected
shall be available without further appropriation to the Sec-
retary for the purpose of carrying out section 1851 (relat-
ing to enrollment and dissemination of information), sec-
tion 1860D-1(c), and section 4360 of the Omnibus Budget
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Reconciliation Act of 1990 (relating to the health insurance
counseling and assistance program).

(C) AUTHORIZATION OF APPROPRIATIONS.—There are au-
thorized to be appropriated for the purposes described in
subparagraph (B) for each fiscal year beginning with fiscal
year 2001 and ending with fiscal year 2005 an amount
equal to $100,000,000, and for each fiscal year beginning
with fiscal year 2006 an amount equal to $200,000,000, re-
duced by the amount of fees authorized to be collected
under this paragraph and section 1860D-12(b)(3)(D) for
the fiscal year.

(D) LiMITATION.—In any fiscal year the fees collected by
the Secretary under subparagraph (B) shall not exceed the
lesser of—

(i) the estimated costs to be incurred by the Sec-
retary in the fiscal year in carrying out the activities
described in section 1851 and section 1860D-1(c) and
section 4360 of the Omnibus Budget Reconciliation Act
of 1990; or

(ii)(I) $200,000,000 in fiscal year 1998;

(IT) $150,000,000 in fiscal year 1999;

(IIT) $100,000,000 in fiscal year 2000;

(IV) the Medicare+Choice portion (as defined in sub-
paragraph (E)) of $100,000,000 in fiscal year 2001 and
each succeeding fiscal year before fiscal year 2006; and

(V) the applicable portion (as defined in subpara-
graph (F)) of 5200,000,000 in fiscal year 2006 and each
succeeding fiscal year.

(E) MEDICARE+CHOICE PORTION DEFINED.—In this para-
graph, the term “Medicare+Choice portion” means, for a
fiscal year, the ratio, as estimated by the Secretary, of—

(i) the average number of individuals enrolled in
Medicare+Choice plans during the fiscal year, to

(i) the average number of individuals entitled to
benefits under part A, and enrolled under part B, dur-
ing the fiscal year.

(F) APPLICABLE PORTION DEFINED.—In this paragraph,
the term “applicable portion” means, for a fiscal year—

(i) with respect to MA organizations, the Secretary’s
estimate of the total proportion of expenditures under
this title that are attributable to expenditures made
under this part (including payments under part D that
are made to such organizations); or

(ii) with respect to PDP sponsors, the Secretary’s es-
timate of the total proportion of expenditures under
this title that are attributable to expenditures made to
such sponsors under part D.

(3) AGREEMENTS WITH FEDERALLY QUALIFIED HEALTH CEN-
TERS.—

(A) PAYMENT LEVELS AND AMOUNTS.—A contract under
this section with an MA organization shall require the or-
ganization to provide, in any written agreement described
in section 1853(a)(4) between the organization and a feder-
ally qualified health center, for a level and amount of pay-
ment to the federally qualified health center for services
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provided by such health center that is not less than the
level and amount of payment that the plan would make for
such services if the services had been furnished by a entity
providing similar services that was not a federally quali-
fied health center.

(B) COST-SHARING.—Under the written agreement re-
ferred to in subparagraph (A), a federally qualified health
center must accept the payment amount referred to in
such subparagraph plus the Federal payment provided for
in section 1833(a)(3)(B) as payment in full for services cov-
ered by the agreement, except that such a health center
may collect any amount of cost-sharing permitted under
the contract under this section, so long as the amounts of
any deductible, coinsurance, or copayment comply with the
requirements under section 1854(e).

(4) REQUIREMENT FOR MINIMUM MEDICAL LOSS RATIO.—If the
Secretary determines for a contract year (beginning with 2014)
that an MA plan has failed to have a medical loss ratio of at
least .85—

(A) the MA plan shall remit to the Secretary an amount
equal to the product of—

(i) the total revenue of the MA plan under this part
for the contract year; and

(ii) the difference between .85 and the medical loss
ratio;

(B) for 3 consecutive contract years, the Secretary shall
not permit the enrollment of new enrollees under the plan
for coverage during the second succeeding contract year;
and

(C) the Secretary shall terminate the plan contract if the
plan fails to have such a medical loss ratio for 5 consecu-
tive contract years.

(f) PROMPT PAYMENT BY MEDICARE+CHOICE ORGANIZATION.—

(1) REQUIREMENT.—A contract under this part shall require
a Medicare+Choice organization to provide prompt payment
(consistent with the provisions of sections 1816(c)(2) and
1842(c)(2)) of claims submitted for services and supplies fur-
nished to enrollees pursuant to the contract, if the services or
supplies are not furnished under a contract between the orga-
nization and the provider or supplier (or in the case of a
Medicare+Choice private fee-for-service plan, if a claim is sub-
mitted to such organization by an enrollee).

(2) SECRETARY’S OPTION TO BYPASS NONCOMPLYING ORGANIZA-
TION.—In the case of a Medicare+Choice eligible organization
which the Secretary determines, after notice and opportunity
for a hearing, has failed to make payments of amounts in com-
pliance with paragraph (1), the Secretary may provide for di-
rect payment of the amounts owed to providers and suppliers
(or, in the case of a Medicare+Choice private fee-for-service
plan, amounts owed to the enrollees) for covered services and
supplies furnished to individuals enrolled under this part
under the contract. If the Secretary provides for the direct pay-
ments, the Secretary shall provide for an appropriate reduction
in the amount of payments otherwise made to the organization
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under this part to reflect the amount of the Secretary’s pay-
ments (and the Secretary’s costs in making the payments).

(3) INCORPORATION OF CERTAIN PRESCRIPTION DRUG PLAN
CONTRACT REQUIREMENTS.—The following provisions shall
apply to contracts with a Medicare Advantage organization of-
fering an MA-PD plan in the same manner as they apply to
contracts with a PDP sponsor offering a prescription drug plan
under part D:

(A) PROMPT PAYMENT.—Section 1860D—-12(b)(4).

(B) SUBMISSION OF CLAIMS BY PHARMACIES LOCATED IN
OR CONTRACTING WITH LONG-TERM CARE FACILITIES.—Sec-
tion 1860D-12(b)(5).

(C) REGULAR UPDATE OF PRESCRIPTION DRUG PRICING
STANDARD.—Section 1860D—-12(b)(6).

(g) INTERMEDIATE SANCTIONS.—

(1) IN GENERAL.—If the Secretary determines that a
Medicare+Choice organization with a contract under this sec-
tion—

(A) fails substantially to provide medically necessary
items and services that are required (under law or under
the contract) to be provided to an individual covered under
the contract, if the failure has adversely affected (or has
substantial likelihood of adversely affecting) the indi-
vidual;

(B) imposes premiums on individuals enrolled under this
part in excess of the amount of the Medicare+Choice
monthly basic and supplemental beneficiary premiums
permitted under section 1854;

(C) acts to expel or to refuse to re-enroll an individual
in violation of the provisions of this part;

(D) engages in any practice that would reasonably be ex-
pected to have the effect of denying or discouraging enroll-
ment (except as permitted by this part) by eligible individ-
uals with the organization whose medical condition or his-
tory indicates a need for substantial future medical serv-
ices;

(E) misrepresents or falsifies information that is fur-
nished—

(i) to the Secretary under this part, or
(i1) to an individual or to any other entity under this
part;

(F) fails to comply with the applicable requirements of
section 1852(j)(3) or 1852(k)(2)(A)(i1);

(G) employs or contracts with any individual or entity
that is excluded from participation under this title under
section 1128 or 1128A for the provision of health care, uti-
lization review, medical social work, or administrative
services or employs or contracts with any entity for the
provision (directly or indirectly) through such an excluded
individual or entity of such services;

(H) except as provided under subparagraph (C) or (D) of
section 1860D-1(b)(1), enrolls an individual in any plan
under this part without the prior consent of the individual
or the designee of the individual,
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(I) transfers an individual enrolled under this part from
one plan to another without the prior consent of the indi-
vidual or the designee of the individual or solely for the
purpose of earning a commission;

(J) fails to comply with marketing restrictions described
in subsections (h) and (j) of section 1851 or applicable im-
plementing regulations or guidance; or

(K) employs or contracts with any individual or entity
who engages in the conduct described in subparagraphs
(A) through (J) of this paragraph;

the Secretary may provide, in addition to any other remedies
authorized by law, for any of the remedies described in para-
graph (2). The Secretary may provide, in addition to any other
remedies authorized by law, for any of the remedies described
in paragraph (2), if the Secretary determines that any em-
ployee or agent of such organization, or any provider or sup-
plier who contracts with such organization, has engaged in any
conduct described in subparagraphs (A) through (K) of this
paragraph.

(2) REMEDIES.—The remedies described in this paragraph
are—

(A) civil money penalties of not more than $25,000 for
each determination under paragraph (1) or, with respect to
a determination under subparagraph (D) or (E)(i) of such
paragraph, of not more than $100,000 for each such deter-
mination, except with respect to a determination under
subparagraph (E), an assessment of not more than the
amount claimed by such plan or plan sponsor based upon
the misrepresentation or falsified information involved,
plus, with respect to a determination under paragraph
(1)(B), double the excess amount charged in violation of
such paragraph (and the excess amount charged shall be
deducted from the penalty and returned to the individual
concerned), and plus, with respect to a determination
under paragraph (1)(D), $15,000 for each individual not
enrolled as a result of the practice involved,

(B) suspension of enrollment of individuals under this
part after the date the Secretary notifies the organization
of a determination under paragraph (1) and until the Sec-
retary is satisfied that the basis for such determination
has been corrected and is not likely to recur, or

(C) suspension of payment to the organization under this
part for individuals enrolled after the date the Secretary
notifies the organization of a determination under para-
graph (1) and until the Secretary is satisfied that the basis
for such determination has been corrected and is not likely
to recur.

(3) OTHER INTERMEDIATE SANCTIONS.—In the case of a
Medicare+Choice organization for which the Secretary makes a
determination under subsection (c)(2) the basis of which is not
described in paragraph (1), the Secretary may apply the fol-
lowing intermediate sanctions:

(A) Civil money penalties of not more than $25,000 for
each determination under subsection (c)(2) if the deficiency
that is the basis of the determination has directly ad-
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versely affected (or has the substantial likelihood of ad-
versely affecting) an individual covered under the organi-
zation’s contract.

(B) Civil money penalties of not more than $10,000 for
each week beginning after the initiation of civil money
penalty procedures by the Secretary during which the defi-
ciency that is the basis of a determination under sub-
section (¢)(2) exists.

(C) Suspension of enrollment of individuals under this
part after the date the Secretary notifies the organization
of a determination under subsection (¢)(2) and until the
Secretary is satisfied that the deficiency that is the basis
for the determination has been corrected and is not likely
to recur.

(D) Civil monetary penalties of not more than $100,000,
or such higher amount as the Secretary may establish by
regulation, where the finding under subsection (c)(2)(A) is
based on the organization’s termination of its contract
under this section other than at a time and in a manner
provided for under subsection (a).

(4) CIVIL MONEY PENALTIES.—The provisions of section 1128A
(other than subsections (a) and (b)) shall apply to a civil money
penalty under paragraph (2) or (3) in the same manner as they
apply to a civil money penalty or proceeding under section
1128A(a).

(h) PROCEDURES FOR TERMINATION.—

(1) IN GENERAL.—The Secretary may terminate a contract
with a Medicare+Choice organization under this section in ac-
cordance with formal investigation and compliance procedures
established by the Secretary under which—

(A) the Secretary provides the organization with the rea-
sonable opportunity to develop and implement a corrective
action plan to correct the deficiencies that were the basis
of &:he Secretary’s determination under subsection (c)(2);
an

(B) the Secretary provides the organization with reason-
able notice and opportunity for hearing (including the
right to appeal an initial decision) before terminating the
contract.

(2) EXCEPTION FOR IMMINENT AND SERIOUS RISK TO
HEALTH.—Paragraph (1) shall not apply if the Secretary deter-
mines that a delay in termination, resulting from compliance
with the procedures specified in such paragraph prior to termi-
nation, would pose an imminent and serious risk to the health
of individuals enrolled under this part with the organization.

(i) MEDICARE+CHOICE PROGRAM COMPATIBILITY WITH EMPLOYER
OR UNION GROUP HEALTH PLANS.—

(1) CONTRACTS WITH MA ORGANIZATIONS.—To facilitate the of-
fering of Medicare+Choice plans under contracts between
Medicare+Choice organizations and employers, labor organiza-
tions, or the trustees of a fund established by one or more em-
ployers or labor organizations (or combination thereof) to fur-
nish benefits to the entity’s employees, former employees (or
combination thereof) or members or former members (or com-
bination thereof) of the labor organizations, the Secretary may
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waive or modify requirements that hinder the design of, the of-
fering of, or the enrollment in such Medicare+Choice plans.

(2) EMPLOYER SPONSORED MA PLANS.—To facilitate the offer-
ing of MA plans by employers, labor organizations, or the
trustees of a fund established by one or more employers or
labor organizations (or combination thereof) to furnish benefits
to the entity’s employees, former employees (or combination
thereof) or members or former members (or combination there-
of) of the labor organizations, the Secretary may waive or mod-
ify requirements that hinder the design of, the offering of, or
the enrollment in such MA plans. Notwithstanding section
1851(g), an MA plan described in the previous sentence may
restrict the enrollment of individuals under this part to indi-
viduals who are beneficiaries and participants in such plan.

* * & * * * &

B. CHANGES IN EXISTING LAW PROPOSED BY THE BILL, AS REPORTED

In compliance with clause 3(e)(1)(B) of rule XIII of the Rules of
the House of Representatives, changes in existing law proposed by
the bill, as reported, are shown as follows (existing law proposed
to be omitted is enclosed in black brackets, new matter is printed
in itali)c, existing law in which no change is proposed is shown in
roman):

SOCIAL SECURITY ACT

* * & * * * &

TITLE XVIII-HEALTH INSURANCE FOR THE AGED AND
DISABLED

* k *k & * k *k

PART C—MEDICARE+CHOICE PROGRAM

* * *k & * * *k

CONTRACTS WITH MEDICARE+CHOICE ORGANIZATIONS

SEC. 1857. (a) IN GENERAL.—The Secretary shall not permit the
election under section 1851 of a Medicare+Choice plan offered by
a Medicare+Choice organization under this part, and no payment
shall be made under section 1853 to an organization, unless the
Secretary has entered into a contract under this section with the
organization with respect to the offering of such plan. Such a con-
tract with an organization may cover more than 1 Medicare+Choice
plan. Such contract shall provide that the organization agrees to
comply with the applicable requirements and standards of this part
and the terms and conditions of payment as provided for in this
part.

(b) MINIMUM ENROLLMENT REQUIREMENTS.—

(1) IN GENERAL.—Subject to paragraph (2), the Secretary
may not enter into a contract under this section with a
Medicare+Choice organization unless the organization has—

(A) at least 5,000 individuals (or 1,500 individuals in the
case of an organization that is a provider-sponsored orga-
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nization) who are receiving health benefits through the or-
ganization, or

(B) at least 1,500 individuals (or 500 individuals in the
case of an organization that is a provider-sponsored orga-
nization) who are receiving health benefits through the or-
ganization if the organization primarily serves individuals
residing outside of urbanized areas.

(2) APPLICATION TO MSA PLANS.—In applying paragraph (1)
in the case of a Medicare+Choice organization that is offering
an MSA plan, paragraph (1) shall be applied by substituting
covered lives for individuals.

(3) ALLOWING TRANSITION.—The Secretary may waive the re-
quirement of paragraph (1) during the first 3 contract years
with respect to an organization.

(c) CONTRACT PERIOD AND EFFECTIVENESS.—

(1) PERIOD.—Each contract under this section shall be for a
term of at least 1 year, as determined by the Secretary, and
may be made automatically renewable from term to term in
the absence of notice by either party of intention to terminate
at the end of the current term.

(2) TERMINATION AUTHORITY.—In accordance with procedures
established under subsection (h), the Secretary may at any
time terminate any such contract if the Secretary determines
that the organization—

(A) has failed substantially to carry out the contract;

(B) is carrying out the contract in a manner inconsistent
with the efficient and effective administration of this part;
or

(C) no longer substantially meets the applicable condi-
tions of this part.

(3) EFFECTIVE DATE OF CONTRACTS.—The effective date of
any contract executed pursuant to this section shall be speci-
fied in the contract, except that in no case shall a contract
under this section which provides for coverage under an MSA
plan be effective before January 1999 with respect to such cov-
erage.

(4) PREVIOUS TERMINATIONS.—

(A) IN GENERAL.—The Secretary may not enter into a
contract with a Medicare+Choice organization if a previous
contract with that organization under this section was ter-
minated at the request of the organization within the pre-
ceding 2-year period, except as provided in subparagraph
(B) and except in such other circumstances which warrant
special consideration, as determined by the Secretary.

(B) EARLIER RE-ENTRY PERMITTED WHERE CHANGE IN
PAYMENT POLICY.—Subparagraph (A) shall not apply with
respect to the offering by a Medicare+Choice organization
of a Medicare+Choice plan in a Medicare+Choice payment
area if during the 6-month period beginning on the date
the organization notified the Secretary of the intention to
terminate the most recent previous contract, there was a
legislative change enacted (or a regulatory change adopt-
ed) that has the effect of increasing payment amounts
under section 1853 for that Medicare+Choice payment
area.
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(5) CONTRACTING AUTHORITY.—The authority vested in the
Secretary by this part may be performed without regard to
such provisions of law or regulations relating to the making,
performance, amendment, or modification of contracts of the
United States as the Secretary may determine to be incon-
sistent with the furtherance of the purpose of this title.

(d) PROTECTIONS AGAINST FRAUD AND BENEFICIARY PROTEC-
TIONS.—

(1) PERIODIC AUDITING.—The Secretary shall provide for the
annual auditing of the financial records (including data relat-
ing to medicare utilization and costs, including allowable costs
under section 1858(c)) of at least one-third of the
Medicare+Choice organizations offering Medicare+Choice plans
under this part. The Comptroller General shall monitor audit-
ing activities conducted under this subsection.

(2) INSPECTION AND AUDIT.—Each contract under this section
shall provide that the Secretary, or any person or organization
designated by the Secretary—

(A) shall have the right to timely inspect or otherwise
evaluate (i) the quality, appropriateness, and timeliness of
services performed under the contract, and (ii) the facili-
ties of the organization when there is reasonable evidence
of some need for such inspection, and

(B) shall have the right to timely audit and inspect any
books and records of the Medicare+Choice organization
that pertain (i) to the ability of the organization to bear
the risk of potential financial losses, or (ii) to services per-
formed or determinations of amounts payable under the
contract.

(3) ENROLLEE NOTICE AT TIME OF TERMINATION.—Each con-
tract under this section shall require the organization to pro-
vide (and pay for) written notice in advance of the contract’s
termination, as well as a description of alternatives for obtain-
ing benefits under this title, to each individual enrolled with
the organization under this part.

(4) DISCLOSURE.—

(A) IN GENERAL.—Each Medicare+Choice organization
shall, in accordance with regulations of the Secretary, re-
port to the Secretary financial information which shall in-
clude the following:

(i) Such information as the Secretary may require
demonstrating that the organization has a fiscally
sound operation.

(i) A copy of the report, if any, filed with the Sec-
retary containing the information required to be re-
ported under section 1124 by disclosing entities.

(iii) A description of transactions, as specified by the
Secretary, between the organization and a party in in-
terest. Such transactions shall include—

(I) any sale or exchange, or leasing of any prop-
erty between the organization and a party in in-
terest;

(I1) any furnishing for consideration of goods,
services (including management services), or fa-
cilities between the organization and a party in
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interest, but not including salaries paid to employ-
ees for services provided in the normal course of
their employment and health services provided to
members by hospitals and other providers and by
staff, medical group (or groups), individual prac-
tice association (or associations), or any combina-
tion thereof; and
(ITI) any lending of money or other extension of
credit between an organization and a party in in-
terest.
The Secretary may require that information reported re-
specting an organization which controls, is controlled by,
or is under common control with, another entity be in the
form of a consolidated financial statement for the organiza-
tion and such entity.

(B) PARTY IN INTEREST DEFINED.—For the purposes of
this paragraph, the term “party in interest” means—

(i) any director, officer, partner, or employee respon-
sible for management or administration of a
Medicare+Choice organization, any person who is di-
rectly or indirectly the beneficial owner of more than
5 percent of the equity of the organization, any person
who is the beneficial owner of a mortgage, deed of
trust, note, or other interest secured by, and valuing
more than 5 percent of the organization, and, in the
case of a Medicare+Choice organization organized as a
nonprofit corporation, an incorporator or member of
1such corporation under applicable State corporation

aw;

(i1) any entity in which a person described in clause
(i)—

(I) is an officer or director;

(IT) is a partner (if such entity is organized as
a partnership);

(IIT) has directly or indirectly a beneficial inter-
est of more than 5 percent of the equity; or

(IV) has a mortgage, deed of trust, note, or other
interest valuing more than 5 percent of the assets
of such entity;

(ii1) any person directly or indirectly controlling, con-
trolled by, or under common control with an organiza-
tion; and

(iv) any spouse, child, or parent of an individual de-
scribed in clause (1).

(C) AccEess TO INFORMATION.—Each Medicare+Choice or-
ganization shall make the information reported pursuant
to subparagraph (A) available to its enrollees upon reason-
able request.

(5) LoAN INFORMATION.—The contract shall require the orga-
nization to notify the Secretary of loans and other special fi-
nancial arrangements which are made between the organiza-
tion and subcontractors, affiliates, and related parties.

(6) REVIEW TO ENSURE COMPLIANCE WITH CARE MANAGEMENT
REQUIREMENTS FOR SPECIALIZED MEDICARE ADVANTAGE PLANS
FOR SPECIAL NEEDS INDIVIDUALS.—In conjunction with the peri-



20

odic audit of a specialized Medicare Advantage plan for special
needs individuals under paragraph (1), the Secretary shall con-
duct a review to ensure that such organization offering the
plan meets the requirements described in section 1859(f)(5).

(e) ADDITIONAL CONTRACT TERMS.—

(1) IN GENERAL.—The contract shall contain such other
terms and conditions not inconsistent with this part (including
requiring the organization to provide the Secretary with such
information) as the Secretary may find necessary and appro-
priate.

(2) COST-SHARING IN ENROLLMENT-RELATED COSTS.—

(A) IN GENERAL.—A Medicare+Choice organization and a
PDP sponsor under part D shall pay the fee established by
the Secretary under subparagraph (B).

(B) AUTHORIZATION.—The Secretary is authorized to
charge a fee to each Medicare+Choice organization with a
contract under this part and each PDP sponsor with a con-
tract under part D that is equal to the organization’ or
sponsor’s pro rata share (as determined by the Secretary)
of the aggregate amount of fees which the Secretary is di-
rected to collect in a fiscal year. Any amounts collected
shall be available without further appropriation to the Sec-
retary for the purpose of carrying out section 1851 (relat-
ing to enrollment and dissemination of information), sec-
tion 1860D-1(c), and section 4360 of the Omnibus Budget
Reconciliation Act of 1990 (relating to the health insurance
counseling and assistance program).

(C) AUTHORIZATION OF APPROPRIATIONS.—There are au-
thorized to be appropriated for the purposes described in
subparagraph (B) for each fiscal year beginning with fiscal
year 2001 and ending with fiscal year 2005 an amount
equal to $100,000,000, and for each fiscal year beginning
with fiscal year 2006 an amount equal to $200,000,000, re-
duced by the amount of fees authorized to be collected
under this paragraph and section 1860D-12(b)(3)(D) for
the fiscal year.

(D) LIMITATION.—In any fiscal year the fees collected by
the Secretary under subparagraph (B) shall not exceed the
lesser of—

(i) the estimated costs to be incurred by the Sec-
retary in the fiscal year in carrying out the activities
described in section 1851 and section 1860D-1(c) and
section 4360 of the Omnibus Budget Reconciliation Act
of 1990; or

(ii)(I) $200,000,000 in fiscal year 1998;

(II) $150,000,000 in fiscal year 1999;

(III) $100,000,000 in fiscal year 2000;

(IV) the Medicare+Choice portion (as defined in sub-
paragraph (E)) of $100,000,000 in fiscal year 2001 and
each succeeding fiscal year before fiscal year 2006; and

(V) the applicable portion (as defined in subpara-
graph (F)) of $200,000,000 in fiscal year 2006 and each
succeeding fiscal year.



21

(E) MEDICARE+CHOICE PORTION DEFINED.—In this para-
graph, the term “Medicare+Choice portion” means, for a
fiscal year, the ratio, as estimated by the Secretary, of—

(i) the average number of individuals enrolled in
Medicare+Choice plans during the fiscal year, to

(i1) the average number of individuals entitled to
benefits under part A, and enrolled under part B, dur-
ing the fiscal year.

(F) APPLICABLE PORTION DEFINED.—In this paragraph,
the term “applicable portion” means, for a fiscal year—

(i) with respect to MA organizations, the Secretary’s
estimate of the total proportion of expenditures under
this title that are attributable to expenditures made
under this part (including payments under part D that
are made to such organizations); or

(i) with respect to PDP sponsors, the Secretary’s es-
timate of the total proportion of expenditures under
this title that are attributable to expenditures made to
such sponsors under part D.

(3) AGREEMENTS WITH FEDERALLY QUALIFIED HEALTH CEN-
TERS.—

(A) PAYMENT LEVELS AND AMOUNTS.—A contract under
this section with an MA organization shall require the or-
ganization to provide, in any written agreement described
in section 1853(a)(4) between the organization and a feder-
ally qualified health center, for a level and amount of pay-
ment to the federally qualified health center for services
provided by such health center that is not less than the
level and amount of payment that the plan would make for
such services if the services had been furnished by a entity
providing similar services that was not a federally quali-
fied health center.

(B) CosT-SHARING.—Under the written agreement re-
ferred to in subparagraph (A), a federally qualified health
center must accept the payment amount referred to in
such subparagraph plus the Federal payment provided for
in section 1833(a)(3)(B) as payment in full for services cov-
ered by the agreement, except that such a health center
may collect any amount of cost-sharing permitted under
the contract under this section, so long as the amounts of
any deductible, coinsurance, or copayment comply with the
requirements under section 1854(e).

(4) REQUIREMENT FOR MINIMUM MEDICAL LOSS RATIO.—If the
Secretary determines for a contract year (beginning with 2014)
that an MA plan has failed to have a medical loss ratio of at
least .85—

(A) the MA plan shall remit to the Secretary an amount
equal to the product of—

(i) the total revenue of the MA plan under this part
for the contract year; and

(ii) the difference between .85 and the medical loss
ratio;

(B) for 3 consecutive contract years, the Secretary shall
not permit the enrollment of new enrollees under the plan



22

fordcoverage during the second succeeding contract year;
an

(C) the Secretary shall terminate the plan contract if the
plan fails to have such a medical loss ratio for 5 consecu-
tive contract years.

(f) PROMPT PAYMENT BY MEDICARE+CHOICE ORGANIZATION.—

(1) REQUIREMENT.—A contract under this part shall require
a Medicare+Choice organization to provide prompt payment
(consistent with the provisions of sections 1816(c)(2) and
1842(c)(2)) of claims submitted for services and supplies fur-
nished to enrollees pursuant to the contract, if the services or
supplies are not furnished under a contract between the orga-
nization and the provider or supplier (or in the case of a
Medicare+Choice private fee-for-service plan, if a claim is sub-
mitted to such organization by an enrollee).

(2) SECRETARY’S OPTION TO BYPASS NONCOMPLYING ORGANIZA-
TION.—In the case of a Medicare+Choice eligible organization
which the Secretary determines, after notice and opportunity
for a hearing, has failed to make payments of amounts in com-
pliance with paragraph (1), the Secretary may provide for di-
rect payment of the amounts owed to providers and suppliers
(or, in the case of a Medicare+Choice private fee-for-service
plan, amounts owed to the enrollees) for covered services and
supplies furnished to individuals enrolled under this part
under the contract. If the Secretary provides for the direct pay-
ments, the Secretary shall provide for an appropriate reduction
in the amount of payments otherwise made to the organization
under this part to reflect the amount of the Secretary’s pay-
ments (and the Secretary’s costs in making the payments).

(3) INCORPORATION OF CERTAIN PRESCRIPTION DRUG PLAN
CONTRACT REQUIREMENTS.—The following provisions shall
apply to contracts with a Medicare Advantage organization of-
fering an MA-PD plan in the same manner as they apply to
contracts with a PDP sponsor offering a prescription drug plan
under part D:

(A) PROMPT PAYMENT.—Section 1860D—-12(b)(4).

(B) SUBMISSION OF CLAIMS BY PHARMACIES LOCATED IN
OR CONTRACTING WITH LONG-TERM CARE FACILITIES.—Sec-
tion 1860D-12(b)(5).

(C) REGULAR UPDATE OF PRESCRIPTION DRUG PRICING
STANDARD.—Section 1860D-12(b)(6).

(g) INTERMEDIATE SANCTIONS.—

(1) IN GENERAL.—If the Secretary determines that a
Medicare+Choice organization with a contract under this sec-
tion—

(A) fails substantially to provide medically necessary
items and services that are required (under law or under
the contract) to be provided to an individual covered under
the contract, if the failure has adversely affected (or has
substantial likelihood of adversely affecting) the indi-
vidual;

(B) imposes premiums on individuals enrolled under this
part in excess of the amount of the Medicare+Choice
monthly basic and supplemental beneficiary premiums
permitted under section 1854;
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(C) acts to expel or to refuse to re-enroll an individual
in violation of the provisions of this part;

(D) engages in any practice that would reasonably be ex-
pected to have the effect of denying or discouraging enroll-
ment (except as permitted by this part) by eligible individ-
uals with the organization whose medical condition or his-
tory indicates a need for substantial future medical serv-
ices;

(E) misrepresents or falsifies information that is fur-
nished—

(i) to the Secretary under this part, or
(i1) to an individual or to any other entity under this
part;

(F) fails to comply with the applicable requirements of
section 1852()(3) or 1852(k)(2)(A)(i1);

(G) employs or contracts with any individual or entity
that is excluded from participation under this title under
section 1128 or 1128A for the provision of health care, uti-
lization review, medical social work, or administrative
services or employs or contracts with any entity for the
provision (directly or indirectly) through such an excluded
individual or entity of such services;

(H) except as provided under subparagraph (C) or (D) of
section 1860D-1(b)(1), enrolls an individual in any plan
under this part without the prior consent of the individual
or the designee of the individual,

(I) transfers an individual enrolled under this part from
one plan to another without the prior consent of the indi-
vidual or the designee of the individual or solely for the
purpose of earning a commission;

(J) fails to comply with marketing restrictions described
in subsections (h) and (j) of section 1851 or applicable im-
plementing regulations or guidance; or

(K) employs or contracts with any individual or entity
who engages in the conduct described in subparagraphs
(A) through (J) of this paragraph;

the Secretary may provide, in addition to any other remedies
authorized by law, for any of the remedies described in para-
graph (2). The Secretary may provide, in addition to any other
remedies authorized by law, for any of the remedies described
in paragraph (2), if the Secretary determines that any em-
ployee or agent of such organization, or any provider or sup-
plier who contracts with such organization, has engaged in any
conduct described in subparagraphs (A) through (K) of this
paragraph.

(2) REMEDIES.—The remedies described in this paragraph
are—

(A) civil money penalties of not more than $25,000 for
each determination under paragraph (1) or, with respect to
a determination under subparagraph (D) or (E)d) of such
paragraph, of not more than $100,000 for each such deter-
mination, except with respect to a determination under
subparagraph (E), an assessment of not more than the
amount claimed by such plan or plan sponsor based upon
the misrepresentation or falsified information involved,



24

plus, with respect to a determination under paragraph
(1)(B), double the excess amount charged in violation of
such paragraph (and the excess amount charged shall be
deducted from the penalty and returned to the individual
concerned), and plus, with respect to a determination
under paragraph (1)(D), $15,000 for each individual not
enrolled as a result of the practice involved,

(B) suspension of enrollment of individuals under this
part after the date the Secretary notifies the organization
of a determination under paragraph (1) and until the Sec-
retary is satisfied that the basis for such determination
has been corrected and is not likely to recur, or

(C) suspension of payment to the organization under this
part for individuals enrolled after the date the Secretary
notifies the organization of a determination under para-
graph (1) and until the Secretary is satisfied that the basis
for such determination has been corrected and is not likely
to recur.

(3) OTHER INTERMEDIATE SANCTIONS.—In the case of a
Medicare+Choice organization for which the Secretary makes a
determination under subsection (c)(2) the basis of which is not
described in paragraph (1), the Secretary may apply the fol-
lowing intermediate sanctions:

(A) Civil money penalties of not more than $25,000 for
each determination under subsection (c)(2) if the deficiency
that is the basis of the determination has directly ad-
versely affected (or has the substantial likelihood of ad-
versely affecting) an individual covered under the organi-
zation’s contract.

(B) Civil money penalties of not more than $10,000 for
each week beginning after the initiation of civil money
penalty procedures by the Secretary during which the defi-
ciency that is the basis of a determination under sub-
section (¢)(2) exists.

(C) Suspension of enrollment of individuals under this
part after the date the Secretary notifies the organization
of a determination under subsection (c)(2) and until the
Secretary is satisfied that the deficiency that is the basis
for the determination has been corrected and is not likely
to recur.

(D) Civil monetary penalties of not more than $100,000,
or such higher amount as the Secretary may establish by
regulation, where the finding under subsection (c)(2)(A) is
based on the organization’s termination of its contract
under this section other than at a time and in a manner
provided for under subsection (a).

(4) CIviL MONEY PENALTIES.—The provisions of section 1128A
(other than subsections (a) and (b)) shall apply to a civil money
penalty under paragraph (2) or (3) in the same manner as they
apply to a civil money penalty or proceeding under section
1128A(a).

(h) PROCEDURES FOR TERMINATION.—

(1) IN GENERAL.—The Secretary may terminate a contract

with a Medicare+Choice organization under this section in ac-
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cordance with formal investigation and compliance procedures
established by the Secretary under which—

(A) the Secretary provides the organization with the rea-
sonable opportunity to develop and implement a corrective
action plan to correct the deficiencies that were the basis
of the Secretary’s determination under subsection (c)(2);
and

(B) the Secretary provides the organization with reason-
able notice and opportunity for hearing (including the
right to appeal an initial decision) before terminating the
contract.

(2) EXCEPTION FOR IMMINENT AND SERIOUS RISK TO
HEALTH.—Paragraph (1) shall not apply if the Secretary deter-
mines that a delay in termination, resulting from compliance
with the procedures specified in such paragraph prior to termi-
nation, would pose an imminent and serious risk to the health
of individuals enrolled under this part with the organization.

(3) DELAY IN CONTRACT TERMINATION AUTHORITY FOR PLANS
FAILING TO ACHIEVE MINIMUM QUALITY RATING.—The Secretary
may not terminate a contract under this section with respect to
the offering of an MA plan by a Medicare Advantage organiza-
tion solely because the MA plan has failed to achieve a min-
imum quality rating under the 5-star rating system established
under section 1853(o) during the period beginning on the date
of the enactment of this paragraph and through the end of plan
year 2018.

(i) MEDICARE+CHOICE PROGRAM COMPATIBILITY WITH EMPLOYER
OR UNION GROUP HEALTH PLANS.—

(1) CONTRACTS WITH MA ORGANIZATIONS.—To facilitate the of-
fering of Medicare+Choice plans under contracts between
Medicare+Choice organizations and employers, labor organiza-
tions, or the trustees of a fund established by one or more em-
ployers or labor organizations (or combination thereof) to fur-
nish benefits to the entity’s employees, former employees (or
combination thereof) or members or former members (or com-
bination thereof) of the labor organizations, the Secretary may
waive or modify requirements that hinder the design of, the of-
fering of, or the enrollment in such Medicare+Choice plans.

(2) EMPLOYER SPONSORED MA PLANS.—To facilitate the offer-
ing of MA plans by employers, labor organizations, or the
trustees of a fund established by one or more employers or
labor organizations (or combination thereof) to furnish benefits
to the entity’s employees, former employees (or combination
thereof) or members or former members (or combination there-
of) of the labor organizations, the Secretary may waive or mod-
ify requirements that hinder the design of, the offering of, or
the enrollment in such MA plans. Notwithstanding section
1851(g), an MA plan described in the previous sentence may
restrict the enrollment of individuals under this part to indi-
viduals who are beneficiaries and participants in such plan.

* * * & * * *
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