June 23, 1997

structure of prospective payment sys-
tems. We are now on the verge of fun-
damentally revamping the current
cost-plus payment system for these im-
portant services.

Let me briefly describe the key parts
of my legislation.

First, during fiscal year 1998, the
Health Care Financing Administration
will begin phase one of a per diem, pro-
spective payment system [PPS] for
skilled nursing facilities. Such pay-
ment would be based on historical data
regarding a particular facility’s costs
and services provided. While it is ex-
pected that the new rate is an all-in-
clusive rate, encompassing routine
costs, ancillary services, and capital-
related expenses, during the first year,
HCFA is likely to adjust both the in-
clusion of ancillary services and cap-
ital costs only when they have suffi-
cient data to adequately measure and
quantify the level of those services.

It would be unfortunate for HCFA to
put into effect a system that did not
adequately account for the medical
services offered to residents within a
skilled nursing home. I urge HCFA to
implement and include all ancillaries
only when the data and the informa-
tion are adequate.

Second, during the 4 four years the
prospective payment system will
evolve into a full PPS system where
the services for an individual in a
skilled nursing facility bed will be ad-
justed for their medical and nursing
needs. This legislation calls on HCFA
to develop a case-mix methodology
that adequately reflects the medical
needs of each patient. I have heard
from many experts that the current
case mix methodology does not ade-
quately reflect certain medical needs
of many skilled nursing home patients.
It is my intention that the case-mix
methodology be current and reflect all
services provided.

And third, once this system is in
place, it will provide the right kind of
economic incentives so that providers
will seek all services medically nec-
essary. The Medicare Program will not
be in a situation of overpaying for such
services; it will provide a competitive
balance so that all skilled nursing serv-
ices, regardless of whether they are
hospital SNF beds or freestanding SNF
beds, will have comparable incentives
to provide high quality services to
beneficiaries.

It is extremely important that we
change the existing and limited incen-
tives in the Medicare system so that
providers will offer services in the
most cost-effective way. Hospitals are
already under a PPS system; physi-
cians are reimbursed on a predeter-
mined rate as well. This approach is
now the next important step in our
continuing effort to ensure appropriate
fiscal responsibility by the Federal
Government while also ensuring that
seniors have access to the important
health benefits offered under the Medi-
care Program.

Mr. President, for the benefit of my
colleagues, I have prepared a section-
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by-section summary of my bill and I
ask unanimous consent that it be
printed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

SECTION-BY-SECTION ANALYSIS

Establishes a prospective payment system
for skilled nursing facility (SNF) services
and provides for consolidated billing of Part
B services provided to residents of such fa-
cilities.

Subsection (a): Provides for the establish-
ment of a prospective payment system for
services covered by the Medicare skilled
nursing facility benefit, including routine
service, ancillary services (except diagnostic
services), and related capital costs, begin-
ning with cost reporting periods starting on
or after July 1, 1998. Payment would be based
on per diem rates established by the Sec-
retary of Health and Human Services.

Provides a four-year transition period for
shifting the calculation of payments rates
from facility-specific historic cost data to
average national or regional costs. During
the first year of the new system, payments
would be based on facility-specific per diem
rates. For the second through fourth years,
payments would be based on a blend of facil-
ity-specific and federal rates. In the fifth
yvear and thereafter, payments would be
based exclusively on federal per diem rates.

Payments to new facilities would be based
on federal per diem rates.

Federal per diem rates would be deter-
mined by the Secretary on the basis of 1995
cost data for all SNF settings and would in-
clude an estimate of amounts that would be
payable under Part B for services furnished
to SNF residents. Rates would be adjusted by
variations in wage levels and case mix and
could be computed separately for urban and
rural areas based on national or regional
classification. Rates would be updated annu-
ally by the skilled nursing facility market
basket index.

Federal payment rates would be applied to
individual facilities subject to adjustments
for case mix and geographic variations in
labor costs. A method of making adjust-
ments based on case mix variations would be
required to be developed by the Secretary in
the form of a regulation subject to public no-
tice and comment.

SNFs would be required to provide to the
Secretary with resident assessment data as
may be necessary to develop and implement
per diem rates.

The Secretary would be required to develop
an appropriate method of applying a prospec-
tive payment system to Medicare low vol-
ume SNFs and swing bed hospitals.

Subsection (b): Provides for consolidated
billing of most Part B services furnished to
residents of a skilled nursing facility, includ-
ing services provided by other entities under
arrangement. Claims for such services would
be required to be submitted directly by the
SNF and include a code or codes identifying
the items or services delivered. Payment
would be made to the SNF based on the Part
B payment methodology (such as fee sched-
ules) applicable to the particular item or
service. Facilities would be permitted to re-
assign such payments when the item or serv-
ice was furnished by another entity. Pay-
ments for therapy services would be required
to reflect the new salary equivalency guide-
lines for physical, occupational, and res-
piratory therapy and speech-language pa-
thology after such guidelines are finalized
through the regulatory process.

The Secretary would be required to estab-
lish a medical review process to examine the
effects of the changes made by the Act on
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the quality of skilled nursing facility fur-
nished to Medicare beneficiaries.

——————

MESSAGES FROM THE PRESIDENT

Messages from the President of the
United States were communicated to
the Senate by one of his secretaries.

EXECUTIVE MESSAGES REFERRED

As in executive session the Presiding
Officer laid before the Senate messages
from the President of the TUnited
States submitting sundry nominations
which were referred to the appropriate
committees.

(The nominations received today are
printed at the end of the Senate pro-
ceedings.)

———

REPORT ON FEDERAL ADVISORY
COMMITTEES FOR FISCAL YEAR
1995—MESSAGE FROM THE PRESI-
DENT—PM 47

The PRESIDING OFFICER laid be-
fore the Senate the following message
from the President of the TUnited
States, together with an accompanying
report; which was referred to the Com-
mittee on Government Affairs.

To the Congress of the United States:

As provided by the Federal Advisory
Committee Act, as amended (Public
Law 92-463; 5 U.S.C., App. 2, 6(c)), I am
submitting my third Annual Report on
Federal Advisory Committees, covering
fiscal year 1995.

Consistent with my commitment to
create a more responsive government,
the executive branch continues to im-
plement my policy of maintaining the
number of advisory committees within
the ceiling of 534 required by Executive
Order 12838 of February 10, 1993. As a
result, my Administration held the
number of discretionary advisory com-
mittees (established under general con-
gressional authorizations) to 512, or 36
percent fewer than the 801 committees
in existence at the time I took office.

During fiscal year 1995, executive de-
partments and agencies expanded their
efforts to coordinate the implementa-
tion of Federal programs with State,
local, and tribal governments. To fa-
cilitate these important efforts, my
Administration worked with the Con-
gress to pass the “‘“Unfunded Mandates
Reform Act of 1995 (Public Law 104-4),
which I signed into law on March 22,
1995. The Act provides for an exclusion
from the Federal Advisory Committee
Act (FACA) for interactions between
Federal officials and their intergovern-
mental partners while acting in their
official capacities. This action will di-
rectly support our joint efforts to
strengthen accountability for program
results at the local level.

Through the advisory committee
planning process required by Executive
Order 12838, departments and agencies
have worked to minimize the number
of advisory committees specifically
mandated by statute. There were 407
such groups in existence at the end of
fiscal year 1995, representing a 7 per-
cent decrease over the 439 at the begin-
ning of my Administration. However,
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