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PUBLIC LAW 9-142 [H.R. 3]; Oct. 25, 1977

MEDICARE—MEDICAID ANTIFRAUD AND
ABUSE AMENDMENTS

For Legislative History of Act, see p. 3039

An Act to strengthen the capability of the Government to detect, prosecute, and
punish fraudulent activities under the medicare and medicaid programs,
and for other purposes.

 Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,

SHORT TITLE

Secriow 1. This Act may be cited as the “Medicare-Medicaid Anti-
Fraud and Abuse Amendments”.

TROHIBITION AGAINST ASSIGNMENT BY PHYSICIANS AND OTHERS OF CLAIMS
FOR SERVICES; CLAIMS PAYMENT PROCEDURES FOR MEDICAID PROGRAM

Skc. 2. (a) (1) Section 1842(b) (5) of the Social Security Act is
amended by adding at the end thereof the following new sentence:
“No payment which under the preceding sentence may be made
directly to the physician or other person providing the service in-

volved (pursuant to an assignment described in subparagraph (B) (ii) -

of paragraph (3)) shall be made to anyone else under a reassignment
or power of attorney (except to an employer or facility as deseribed

-in clause (A) or (B) of such sentence) ; but nothing in this subsection

shall be construed (i) to prevent the making of such a payment in
accordance with an assignment from the individual to whom the serv-
ice was provided or a reassignment from the physician or other person
providing such service if such assignment or reassignment is made to
a governmental agency or entity or is established by or pursuant to

‘the order of a court 6f competent jurisdiction, or (i1} to preclude an

agent of the physician or other person providing the service from
recéiving any such payment if (but only if) such agent does so pur-
suant to an agency agreement under which the compensation to be
paid to the agent for his services for or in connection with the billing
or collection of payments due such physician or other person under
this title is unrelated (directly or indirectly) to the amount of such
payments or the billings therefor, and is not dependent upon the actual
collection of any such payment.”.

(2) Section 1815 of such Act iz amended by adding at the end
thereof the following new subsection: .

“(¢) No payment which may be made to a provider of services
under this title for any service furnished to an individual shall be

made to any other person under #n assignment or power of attomeﬂ;
the

but nothing in this subsection shall be construed (1) to prevent

making of such a payment in accordance with an assignment from
the provider if such assignment is made to a governmental agenecy
or entity or is established by or pursuant to the order of a court of
competent jurisdiction, or (2) to preclude an agent of the provider
of services from receiving any such payment if (but only 1f} such
agent does so pursuant to an agency agreement under which the com-

pensation to be paid to the agent for his services for on? in connec--
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“{3) For purposes of paragraph (1), the Secretary may, pursuant
to agreements made with suppliers of durable medical equipment,
.. establish reimbursement procedures which he finds to be equitable,
economical, and feasible,

“(4) The Seeretary shall encourage suppliers of durable medical
equipment to make their equipment available to individuals entitled
to 1be’neﬁts under this title on a lease-purchase basis whenever pos-
sible.”, . '

(b} The amendment made by subsection (a) shall apply with
respeet fo durable medical equipment purchased or rented on or after
October 1, 1977.

FUNDING OF STATE MEDICAID. FRAUD  GONTROL UNITS

Sec. 17. {a) Section 1903(a) of the Social Security Act is amended
by redesignating paragraph (6) as paragraph (7} and by inserting
after paragraph (5) the following new paragraph:

“(8) subject to subsection (b)(3). an amount equal to 96 per
centum of the sums expended during each quarter beginning on
or after October 1, 1977, and ending before October 1, 1980, with
respect to costs incurred during such quarter (as found necessary
by the Secretary for the elimination of fraud in the provision and

administration of medical assistance provided under the State

plan) which are attributable to the establishment and operation
of (including the training of personnel employed by} a State
medicaid fraud control unit (described in subsection (q)) ; plus™.

(b) Section 1903(b) of such Act is amended by inserting after
paragraph (2) the following new paragraph:

“{3) The amount of funds which the Secretary is otherwise obli-
gated to pay a State during a quarter under subsection (a) (6) may
not exceed the higher of—

“{A) $125,000, or

“(B) one-quarter-of 1 per centum of the sums expended by the
Federal, State, and local governments during the previous quarter
in carrying out the State’s plan under this title.”.

(c) Section 1903 of such Act is further amended by inserting after
subsection (p) (added by section 11{a) of this Act) the following new

- subsection : ‘

“{a) For the purposes of this section, the term ‘State medicaid
fraud control unit’ means a single identifiable entity of the State gov-
ernment which the Secretary certifies (and annually vecertifies) as
meeting the following requirements:

“(1) The entity (A) is a unit of the office of the State Attorney
General or of another department of State government which pos-
sesses statewide authority to prosecute individuals for criminal
violations, (B) is in a State the constitution of which does not pro-
vide for the eriminal prosecution of individuals by a statewide
authority and has formal procedures, approved by the Secretary,
that (i) assure its referral of suspected criminal violations relat-
ing to the program under this title to the apprepriate authority
or authorities 1n the State for prosecution and (ii) assure its
assistance of, and coordination with. such authority or authovities
in such prosecutions, or (C) has a formal working relationship
with the office of the State Attorney General and has formal pro-
cedures {including procedures for 1its referral of suspected erim-
inal violations to such office) which are approved by the Secretary
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and which provide effective coordination of activities between the
entity and such office with respect to the detection, investigation,
and prosecution of suspected .criminal violations relating to the
program under this title.

“(2) The entity is separate and distinct from the single State
agency that administers or supervises the administration of the
State plan under this title.

“(3) The entity’s funciion is conducting a statewide program
for the investigation and prosecution of violations of all applicable
State laws regarding any and all aspects of fraud in connection
with any aspect of the provision of miedical assistance and the
activities of providers of such assistance under the State plan
under this title. :

“(4) The entity has procedures for reviewing complaints of the
abuse and neglect of patients of health care facilities which receive
payments under the State plan under this title, and, where
appropriate, for acting upon such complaints under the criminal
Jaws of the State or for referring them to other State agencies for
action. : . :

¢5) The entity provides for the collection, or referral for col-
lection to a single State agency, of overpayments that are made
under the State plan to health care facihties and that are discov-
ered by the entity in carrying out its activities.

“(6) The entity employs such auditors, attorneys, investigators,
and other necessary personnel and is organized in such a manner
85 s necessary to promote the effective and efficient conduct of the
entity’s activities.

“(%,) The entity submits to the Seeretary an application and
annual reports containing such information as the Secretary deter-
mines, by regulation, to be necessary to determine whether the
entity meets the other requirements of this subsection.”.

{d) Section 402(a} (1) of the Social Security Amendments of 1967

(Public Law 20-248), as amended by section 222 of the Socjal Security
Amendments of 1972 (Public Law 32-603), is amended—

(1) by striking out “and” at the end of subparagraph (H);

(2) by striking out the period at the end of subparagraph (I)
and inserting in lieu theredf *; and®; and

(3) by adding after subparagraph (I} the following new
subparagraph: '

“(JY to develop or demonstrate improved methods for the
investigation and prosecution of fraud in the provision of care or
services under the health programs established by the Social
Security Act.”.

(e} (1) The amendment made by subsection (2) shall apply with

respect to calendar quarters beginning after September 30, 1977.

{2) The Secretary of Health, Education, and Welfare shall estab-

lish such regulations, not later than ninety days after the date of enact-
ment of this Act, as are necessary to carry out the amendments made
by this section.

L
REFORT ON ¥HOME HUEALTH AND OTHER IN-HOME SERVICES

Sec, 18. {(a) Not later than one year after the date of enactment of
this Act, the Secretary of Health, Education, and Welfare shall sub-
mit to the appropriate committees of the Congress a report analyzing,
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