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50233. U.S. court of Claims, and for other
purposes;
S. 671. An act to provide for division and
for the disposition of the funds appropriated
to pay a judgment in favor of the Blackfeet
Tribe of the Blackfeet Reservation. Mont.•
and the Gros Ventre Tribe of the Fort Belknap Reservation, Mont., in Indian Claims
Conunission docket numbered 279-A, and for
other purposes;
S. 860. An act relating to the Trust Territory of the Pacific Islands;
S. 996. An act relating to the transportation of mail by the U.S. Postal Service;
S. 1163. An act to amend the Older Americans Act of 1965 to provide grants to States
for the establishment, maintenance. and
operation, and expansion of low-cost meal
projects. nutrition training, and education
projects, opportunity for social contacts, and
for other purposes;
S. 2423. An act to amend the Federal Aviation Act of 1958 to provide for the suspension and rejection of rates and practices of
air carriers and foreign air carriers in foreign
air transportation, and for other purposes;
S. 3244. An act to amend the M1l1tary Construction Authorization Act, 1970, to authorize additional funds for the conduct of an
international aeronautical exposition; and
S.J. Res. 190. Joint resolution to provide for
an extension of the term of the Commission
on the Bankruptcy Laws of the United States,
and for other purposes.

INTRODUCTION OF BILLS AND
JOINT RESOLUTIONS
The following bills and joint resolutions were introduced, read the first time
and, by unanimous consent. the second
time. and referred as indicated:
By Mr. KENNEDY (for himself, Mr.
JAVITS, Mr. MAGNUSON. Mr. CRANSTON.
Mr. EAGLETON, Mr. HUGHES. Mr. MONDALE, and Mr. STEVENSON) :
S. 3327. A blll to amend the Public Health
Service Act to provide assistance and encouragement for the establishment and expansion of health maintenance organizations. health care resources, and the establishment of a Quality Health Care Conunisslon, and for other purposes. Referred to the
Conunittee on Labor and Publlc Welfare, by
unanimous consent, and, if and when reported. to the Conunlttee on Finance, if
desired by the Committee on Finance.
By Mr. CRANSTON (for himself and
Mr. TuNNEY) :
S. 3328. A bill to amend the Social Security
Act to assure that whenever there is a general increase in social security benefits there
will be a corresponding Increase in the
standard of need used to determine ellglblllty
for aid or assistance under State plans approved under title I, X, XIV, or XVI of such
act. Referred to the Committee on Finance.
By Mr. BEALL:
S. 3329. A bill to establlsh a National Institute of Health Care Dellvery. and for other
purposes. Referred to the Committee on
Labor and Public Welfare.
By Mr. MANSFIELD (for Mr. JACKSON):
S. 3330. A blll to establlsh a national pollcy
for the management. conservation. use. and
development of the Nation's natural resources, to prOVide for the establishment of a
Board on Natural Resources Planning and
Pollcy. and for other purposes. Referred to
the Committee on Interior and Insular
Affairs.
By Mr. ERVIN:
S. 3331. A bill relating to the constitutional
rights of Indians; and
S. 3332. A bUl to amend title 18 of the
United States Code, section 702. relating to
the unauthorized wearing of uniforms of the
Armed Forces and the Publlc Health Service.
Referred to the Committee on the JUdiciary.
By Mr. MAGNUSON:

S. 3333. A bill to authorize a compact between the several States relating to taxation
of multi-State taxpayers and to regulate and
foster commerce among the States by providing a system for the taxation of Interstate
commerce. Referred to the Committee on
Finance.
By Mr. MAGNUSON (by request) :
S. 3334. A blll to authorize the Secretary
of the Interior to assist the States in controlling damage caused by predatory an!mals; to establish a program of research concerning the control and conservation of predatory animals; to restrict the use of toxic
chemicals as a method of predator control;
and for other purposes; and
S. 3335. A blll to authorize appropriations
for the fiscal year 1973 for certain maritime
programs Of the Department of Commerce.
Referred to the Committee on Commerce.
By Mr. MANSFIELD (for himself and
Mr. AIKEN):
S.J. Res. 215. A joint resolution proposing
an amendment to the Constitution of the
United States relating to the nomination of
individuals for election to the olflces of the
President and Vice President of the United
States.
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testify before our hearings into the
health care crisis. into health manpower
and into health maintenance organizations has attested to the need for far
better rationalization and organization
of personal health services.
The degree of waste within the health
system is illustrated by an interesting
statistic. At the present time, we are
spending almost enough money on personal health services to purchase two
memberships in Kaiser or any other of
the major prepaid group practices for
every resident of the United States.
Yet, we are not receiving nearly as
much for our investment as we could
be, and many Americans are receiving
virtually no services at all.
In his health message of February 17,
1971, President Nixon endorsed the concept of health maintenance organizations and stressed the important role the
Federal Government would play in encouraging their development. In his state
of the Union message to Congress on
January 20, 1972, the President once
again called for the passage of HMO legislation. He said:

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS
They ought to be everywhere available so
By Mr. KENNEDY (for himself, that families will have a choice. . . •
Mr. JAVITS, Mr. MAGNUSON, Mr.
That choice is not currently available
CRANSTON, Mr. EAGLETON, Mr. to the American people. At the present
HUGHES, Mr. MONDALE, and Mr. time, 96 percent of all Americans receive
STEVENSON) :
their health care on a fee-for-service
S. 3327. A bill to amend the Public basis, largely from solo practitioners.
For the past 7 months, the Health SUbHealth Service Act to provide assistance
and encouragement for the establish- committee of the Committee on Labor
ment and expansion of health mainte- and Public Welfare has been conducting
nance organizations, health care re- hearings concerning the subject of health
sources, and the establishment of a qual- maintenance organizations. We have
ity Health Care Commission, and for oth- heard from a great many very knowler purposes. Referred to the Committee edgeable witnesses, who have almost
on Labor and Public Welfare. by unani- unanimously endorsed the concept of
mous consent, and, if and when report- HMO's. Substantial disagreement exists
ed, to the Committee on Finance, if de- among the witnesses, however, as to the
precise nature of an HMO.
sired by the Committee on Finance.
The only areas upon which agreement
HEALTH MAINTENANCE ORGANIZATION AND REexists are that an HMO should provide a
SOURCES DEVELOPMENT ACT OF 1972
Mr. KENNEDY. Mr. President, I send wide range of services to a defined. ento the desk for appropriate reference a rolled population for a predetermined,
bill entitled the "Health Maintenance prepaid, periodic premium. The premium
Organization and Resources Develop- is unrelated to the actual number of services utilized by a partiCUlar enrollee in
ment Act of 1972."
Mr. President, I introduce the meas- a particular time period.
However, many areas of disagreement
ure on behalf of myself. the Senator
from New York (Mr. JAVITS), the Sena- exist concerning the definition of a health
tor from Washington (Mr. MAGNUSON), maintenance organization and conce1nthe Senator from California (Mr. CRANS- ing the appropriate role of the Federal
TON), the Senator from Missouri (Mr. Government in encouraging the developEAGLETON). the Senator from Iowa (Mr. ment of HMO's.
Many questions remain unanswered.
HUGHES), the Senator from Minnesota
(Mr. MONDALE). and the Senator from For example, what is an appropriate
range of services to be provided by an
nIinois (Mr. STEVENSON).
Mr. President. this bill is designed to HMO? How large should an HMO be?
provide support for health maintenance What should the physician-enrollee ratio
organizations, health service organiza- be? Will HMO's work in rural areas?
tions and area health education. and What is the roll of profitmaking HMO's
service centers. In addition, it provides and what should the Government·s role
for the establishment of an independent vis-a-vis profitmaking enterprises in the
Commission on Quality Health Care and health field be? Given the fact that the
extends the authority of several sections financial incentives in an HMO are
of the Public Health Service Act impOr- designed to reduce costly services, what
tant to the development and support of mechanisms exist to assure the consumer
of health services that necessary services
our national health care resources.
During its activities throughout the will not be withheld or that the services
past 13 months, the Health Subcommittee they receive will be of uniformly high
has seen striking evidence of the disor- quality? How is it possible to assure that
ganization, waste, and inefficiency in- all Americans will be able to purchase
herent in our fragmented system of services from a federally subsidized HMO
health care. Almost every witness to if one is available in their community?
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Mr. President, many of these questions
cannot be fully answered at the present
time. The bill I am introducing contains
some suggested approaches which seem
to be reasonable and seem likely to be
most effective based upon testimony the
subcommittee has heard to date.
Perhaps the most important single
aspect of the HMO debate up to the
present time is that it has forced us to
focus on issues in the health care field
which have, until the present time, been
only abstract ideas.
Just as an HMO is intended to organize
currently fragmented health services, so
the HMO debate has forced us to organize our thinking about such issues as
the cost of personal health services
within a deflned unit of time; the range
of services necessary to maintain health
and treat disease; the means to achieve
equitable delivery of services; the efficient
utilization of allied health professionals;
and the quality of health care.
Mr. President, the bill I am introducing
today contains five titles. Title I deals
with health maintenance organizations,
intended primarily for metropolitan
areas. Title II is concerned with the support of health service organizations, intended primarily for nonmetropolitan
and rural areas. Title III provides assistance for the establishment of area health
education and service centers, intended
to facilitate the rapid and widespread
dissemination of new medical information into our currently medically underserved nonmetropolitan areas. Title IV
provides for the establishment of a
Commission on Quality Health Care in
order to create and monitor standards
relating to the quality of health services
delivered in the United States. Title V
contains other amendments to the Public Health Service Act which are designed
to strengthen and improve the availability of health care resources.
Mr. President, I think it is important
to describe the provisions contained in
this bill in some detail, and to comment
upon certain 0: those provisions.
TITLE I: HEALTH MAINTENANCE ORGANIZATIONS

Title I of this bill defines and authorizes support for health maintenance
organizations.
DEFINITION

The title defines a health maintenance
organization as an entity which provides
comprehensive health services which are
uniformly available to all its enrollees,
directly through its own staff and its
own supporting resources or through a
medical group or groups. It stipulates
that payment by the enrollee to the
HMO is to be made on a periodic basis
without regard to the frequency, extent,
or type of health service actually furnished an enrollee; and that payment is
uniform, except for adjustments for family rates, for all its enrollees. The title
requires that the health maintenance
organization assume responsibility for
the provision of health services to its enrollees 24 hours a day, 7 days a week,
and that it provide for out-of-area services when necessary.
Mr. President, it is my feeling that experience rating, the practice wherein
low-risk persons are sold health insur-

ance at preferential rates, has been extraordinarilY damaging to the entire
health industry and to the patterns of
availability of services. This practice of
"skimming the cream," of leaving those
people most in need of health services to
pay the highest bills-often without the
assistance of adequate insurance, cannot
and should not be encouraged by any
program utilizing Federal funds.
The HMO must provide an opportunity for the ongoing education of its staff
and of the physicians associated with it,
as well as for the provision of enrollee
health education. It must be organized
in such a manner that its enrollees are
assured a substantial role in the making
of policy, and it must have meaningful
procedures for hearing and resolving
grievances.
The bill further requires that an HMO
have quality control arrangements, satisfactory to the Quality of Health Care
Commission, which will be established
according to provisions contained further on in the bill. There is, in addition,
a requirement that certain data, relating
to the operation, cost, utilization rates,
and effectiveness of the services rendered by the HMO, be reported periodically to the Secretary of Health, Education, and Welfare.
Another important requirement for an
HMO under this section is that it assume
financial responsibility for the cost of
care delivered to its enrollees, without
the benefits of reinsurance, up to the
first $5,000 per enrollee per year. It is
this provision which will be most effective in providing incentives for the HMO
to reduce utilization of unnecessary
services to the greatest extent possible.
It is further required that an HMO
have an open enrollment period of at
least 30 days per year, during which it
accepts individuals in the order in which
they apply. Once enrolled, an enrollee
cannot be excluded for any reason related to his health status as long as he
continues to pay his premiums. This provision is intended to prevent the type of
"skimming" of low-risk cases which is
so prevalent in the health insurance industry, and which makes it so diffiCUlt
for people with a high requirement for
health services to obtain adequate care.
An HMO, according to the definition
contained in this bill, may enroll no more
than 50 percent of its membership from
medically underserved areas. This provision is intended to prevent the perpetuation of the dual-class system of medical
care which exists at the present time in
this country. It is only through the development of a single class, single standard of mainstream medical care that
ghetto medicine can be eliminated.
The 50 percent maximum requirement
is waived in the case of medically underserved rural areas, at the discretion of
the Secretary.
The bill requires an HMO to deliver a
comprehensive range of services. "Comprehensive health services" means a
minimum range of services which must
be offered by an HMO before it may qualify for assistance under this title. "Comprehensive health services" include
health services provided without limitation as to time or cost as follows: "Phy-
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sicians' services; inpatient and outpatient hospital services: extended care
facilities services; home health services;
diagnostic laboratory and diagnostic and
therapeutic radiologic services; physical
medicine and rehabilitative services-including physical therapy; preventive
health and early disease detection services; emergency health services; reimbursement for expenses incurred for outof-area health services when medically
indicated; mental health services, with
an emphasis on the utilization of existing
community mental health cE'nters; dental
services, with an emphasis on preventive
dental health services for children; prescription drugs; and such other additional personal health services as the
Secretary may determine are necessary,
inclUding services dealing with alcoholism and drug abuse.
This rather broad range of services is
thought by many experts to be a minimal
goal for which an HMO should strive.
The intent of the inclusion of these basic
services among the range of services offered by a health maintenance organization is to encourage the movement of a~
many personal health services as possible
into an organized, prepaid setting. The
inclusion of many of these services will
allow the health maintenance organization to achieve much greater flexibility in
the allocation of services among health
categories, and will enable them to creat.e
a maximum impact on the prevention
and early detection of disease.
There appears to be a consensus
among those providers who are currently
actively engaged in the operation of a
health maintenance organization and
who have testified to date before the subcommittee that the most effective form
of professional organizations within an
HMO is a medical group. It is their opinion that a true medical group offers the
greatest possible flexibility in delivering
a wide range of health services to a defined population-flexibility in the ability of a medical group to modify its staffing patterns to suit the situation; its
ability to foster continuing professional
development among its members; and its
ability to assure an informal, ongoing
peer review which results in the practice
of medicine of higher quality than may
be the case in solo practice.
For these reasons, a health maintenance organization, according to the definitions contained in this bill, must utilize the services of a medical group, or directly employ the physicians rendering
services. A medical group is defined as "a
partnership or other association or group
of not less than four persons who are licensed to practice medicine, osteopathy,
or dentistry in a State and who, as their
principal professional activity, engage in
the coordinated practice of their profession as a group responsibility."
If not employees or retainees of a
health maintenance organization, they
must pool their income from practice as
members of the group and distribute it
among themselves according to a prearranged salary or drawing account plan.
They must jointly use or share medical
or other records, as well as substantial
portions of major equipment and professional, technical, and administrative
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staff. In addition, they must share or
jointly utilize such additional health professionals and allied health professionals
as are needed to provide comprehensive
health services.
Continuing education is difficult to encourage among busy practitioners.
Therefore, HMO's are required to encourage the continuing education of their
medical group members in clinical medicine.
Another important characteristic of
the health maintenance organization is
its obligation to serve a defined, enrolled
population of enrollees. The bill defines
enrollee as an individual who has entered into contractual arrangement, or
on whose behalf a contractual arrangement has been entered into, with a health
maintenance organization or a health
service organization, under which such
organization assumes the responsibility
for the provision of comprehensive health
services and additional health services
to such individual.
SUPPORT

Mr. President, the bill I am introducing today contains a number of different
approaches supporting the planning and
development of effective health maintenance organizations. Grants are authorized for the purposes of planning and
feasibility studies for public or private
nonprofit agencies, organizations, or institutions in order to assist them in projects for studying the feasibility of, or
planning for, health maintenance organizations.
The bill also authorizes the Secretary
to make grants in order to assist a health
maintenance organization in meeting its
costs prior to its first day of operation.
Limits of a total of $1 million and a total
availability of the grants for a period not
to exceed 2 years are stipulated in this
section. These grants are intended to
enable the health maintenance organization to implement an enrollment campaign; design and make arrangements
for the provisions of the required health
services; develop administrative and internal
organizational arrangements
which will enable the health maintenance organization to operate, recruit,
and train personnel; pay architects' and
engineeers' fees; and for such other relevant purposes as the Secretary may deem
appropriate. The Secretary is directed
to give priority to those HMO's which
give assurances that at least 30 percent
of their enrollment shall be persons from
medically 1.U1derserved areas.
The bill authorizes the Secretary to
make grants in order to assist any public
or private nonprofit health maintenance
organization in meeting the costs of construction of facilities or portions of facilities for ambulatory services, and capital
investments for necessary transportation
equipment to be used by it for the provision of health services to its members.
The Secretary is directed to give special
considerations to those applicants whose
intention is to acquire or renovate existing facilities.
The Secretary is further directed to
give special considerations to those applicants whose intention is to acquire or
renovate existing facilities. The SecreCX:VIII--.503-Part 7

tary is directed to give priority to those
applicants who provide assurances that
at lea5t 30 percent of their total enrollment shall be persons from medically underserved areas. Funds for the construction of inpatient services are not made
available, since funds for those pmposes
are available through the Hill-Burton
program.
Subsequent to its first day of operation,
a health maintenance organization can
be expected to experience a period of deficit operation, during which its premium
income will be less than its costs of operation due to the time lag necessary for it
to reach full enrollment. As the enrollment of an HMO increases toward its
capacity, the operating deficit can be expected to diminish. For this reason, the
bill authorizes the Secretary to make
grants and loans for the purpose of assisting health maintenance organizations
in meeting their costs of operation during
their initial 3 years in operation.
The Secretary is authorized to make
grants to public and nonprofit private
health maintenance organizations, which
may not exceed 100 percent of the first
year's operating deficit during the
HMO's first year of operation; 67 perl cent of its first year's operating deficit
for the second year of operation; and 33
percent of the first year's operating deficit for the third year of operation. Similarly, loans may be made by the Secretary for any public or private nonprofit
health maintenance organization which
are not to exceed 60 percent of the first
year's operating expenses during the
HMO's first year of operation, 40 percent of the operating expenses for the
second year of operation, and 20 percent
of the operating expenses for the HMO's
third year of operation.
TITLE II:

HEALTH SERVICE ORGANIZATIOXS

Mr. President, in testimony taken before the subcommittee during the past
year, it has become apparent that the
problems of the provision of health services to rural areas are far different from
those which exist in urban areas. The
problems most importa,nt in rural areas
seem to be those of attracting adequate
numbers of health practitioners and
problems associated with transportation
and communication once health professionals have located in the area. For that
reason, title II of the bill I am introducing today is intended to enco'.lrage the
improvement of the organization and dIstribution of health services to nonmetropolitan areas. The bill authorizes the
support of health service organIzations.
A health service organization differs from
a health maintenance organization in
that the requirement for the provision
of health services directly or by a medical group or groups may be waived by the
Secretary where the existence of a medical group is not feasible due to low
population density. The requirement for
reimbursement of prcfessionals by a
salary or drawing account arrangement
is waived in the case of the health service
organization.
In addition, the Secretary of Health
Education, and Welfare may waive the
requirement for specific services within
the range :>f "comprehensive health serv-
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ices" if adequate resources are not available which would enable the HSO to
deliver such services. However, in such
a- case, the HSO m~st demonstrate its
intention to make the full range of comprehensive health services available as
soon as is feasible.
In addition, the health service organization is required to have a written
asreement with an area health education and service center, as defined later
in the bill, for the use of the educational
and service facilities and programs of
the center, if such a center is located in
the geographic area served by the health
service organization.
In making grants, loans, or loan guarantees under the authority provided by
this legIslation, the Secretary is directed to give priority to those health maintenance and health service organizations
whose policymaking body is composed of
a majority of consumers of its services.
In other respects, the definition of a
health service organization is similar to
that of a health maintenance organization. The types and amo1.U1ts of support
available to each are identical.
TITLE III: AREA HEALTH EDUCATION AND SER"ICE
CENTERS

The third title of this bill, Mr. President, deals with area health education
and service centers. It authorizes grants
to cover costs of development and construction of facilities in order to assist
area health education and service centers.
One important reason for the maldistribution of health professionals resulting in the shortage existing in rural
areas seems to be the sense of professional isolation felt by health professionals who choose to practice in relatively isolated areas. The Carnegie Commission, in their report entitled "Higher
Education and the Nation's Health," issued in 1970, recognized this problem.
Among the recommendations contained in that report were those relating
to the establishment of area health education centers in various locations
throughout the United States. The Carnegie Commission recommended 126 locations. This title of the bill is patterned
after the recommendations contained in
the Carnegie report, with an emphasis
on rural areas, since absolute shortages
of medical care seem to be most severe in
those areas.
An area health education and service
center is defined as "A hospital, educational facility, or other public or private
nonprofit entity affiliated with a university health center with the purpose of
providing clinical training in a nonmetropolitan area."
It is required to have an agreement
with a health service organization, if
such an organization exists in the geographIc area served by the center, and
to provide educational senices to and
health services through such a center. In
addition, the area health education and
senice center is required to make its
facilities and programs available to all
licensed health professionals in the geographic area which it serves. In this way,
it is hoped that the area health education and service center will benefit,
through the health care providers located
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in a given geographic area, all of the people receiving health services within that
area.
The purpose of an area health education and service center is to facilitate the
rapid dissemination of current medical
information to relatively remote, isolated
and sparsely populated areas of the
country, and to provide for and encourage clinical experience in a nonmetropolitan setting for students from university health centers, with the hope
that such experience will encourage some
of them to remain in rural areas to
practice.
For that purpose, the Secretary is authorized to make grants to university
health centers or to regional medical
programs, where they exist, in order to
assist in meeting the costs involved in
the development of area health education and service centers. Such funds
shall be available for expenditure for a
maximum of 2 years, and are intended to
be used to facilitate the design of education, health, and medical services and the
integration of these services with the
university health centers' research and
educational programs. Grant funds are
also authorized for university health centers to assist them in the construction
and equipment of educational facilities
in conjunction with the development of
area health education and service centers.
Mr. President, the remainder of title
ITlof this bill deals with general provisions which enable the Secretary to carry
out the intent of the legislation.
Several of the provisions under general
requirements deserve special mention. It
has become clear throughout the course
of the hearings into HMO's that the
source of ongoing support for an HMO
following its initial few years of operation are of great concern to many of the
witnesses who testified before the subcommittee. If the Federal Government is
to invest public funds in the creation of
a new type of health delivery entity, I
believe the Congress has the obligation
to insure that all people who live in the
area around such an organization are
able to benefit from its services. Toward
that end, the bill contains a provision
authorizing the Secretary to make annual grants to HMO's and health service
organizations for the purpose of enabling
such organizations to provide services to
all people desiring such services.
For that purpose, the Secretary is authorized to make grants to HMO's and
HSO's equal in amount to the difference
between the amount the member could
reasonably be expected to pay for health
services, as determined by the Secretary,
and the cost of the premium in the HMO
or HSO, mUltiplied by the number of
persons enrolled in the HMO or HSO requiring such assistance.
In considering the amount a member
should pay toward the premium, the Secretary is directed to consider all sources
-including public sources-of income
available to each member. In this way, as
additional sources of support for personal health services become available
li1- the future, this particular program
can be phased out. Grants under this section of the bill may not exceed 25 percent

of the total premium receipts for a health
maintenance organization or health service organization.
Another provision under this title is
the preemption of restrictice State legislation which would impaIr the formation
or operation of HMO's and HSO's. Many
States currently have laws in effect which
restrict group practice, the corporate
practice of medicine, advertising, and
other practices. For that reason, the bill
allows any organization or medical group
qualifying for funds under this legislation to function regardless of restrIctive
State legislation.
TITLE

IV:

COMMISSION

ON

QUALITY

HEALTH

CARE

The preemption of State standards
governing the delivery of health services
makes it necessary to replace those
standards with others. For that reason
and others, title IV of the bill I am introducing today deals with the creation
of an independent Federal agency, the
Commission on Quality Health Care. Because of the incentives inherent in the
financing mechanisms of health maintenance organizations and health service
organizations, a danger exists that such
organizations will provide health services
in less than optimal amounts in order to
reduce expenses.
In testimony before the Senate Health
Subcommittee on October 6, 1971, Dr.
Paul Ellwood, of the American Rehabilitation Foundation and the Institute for
Interdisciplinary Studies in Minneapolis,
testified concerning the need for additional, innovative quality controls in the
health care field. Dr. Ellwood and many
other experts in the field of health care.
This work has resulted in the development of title IV of the bill before you.
It is extremely important that the
Commission be independent of the Department of Health, Education, and Welfare. This is necessary in order to avoid
the inevitable conflict of interest inherent in the situation where responsibility
for administering a program and for regulating it are vested in the same hands.
The purposes of the Commission are
threefold: First of all, it will have broad
authority to certify providers of health
care services according to a number of
quality control parameters set forth in
detail in the bill. No provider of health
services will be eligible for support under
this legislation without such certification
by the Commission on Quality Health
Care.
Second, the Commission will have a
heavy responsibility for the conduct of
research and developmental activities
in the field of health care delivery, intended to develop standards of quality
health care. Most standards in existence
at the present time do not deal directly
with the issue of quality. The state of
the art concerning the measurement of
the results of health care on the health of
an individual or a group of indiViduals is
poorly developed at the present time. The
Commission would have a heavy responsibility for fostering the development of
techniques to enable the quality of health
care to be measured.
A third major area for which the Commission shall have responsibility is to assure the consumers of health services
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that adequate and accurate information
is made available to them concerning

those providers of health care who are
certifled by the Commission. To this end,
the legislation requires that the description of any health care benefit plan covered by this legislation shall be published
within 90 days after establishment of
such plan or at the time the plan becomes subject to the legislation.
The information to be disclosed must
include information concerning fees and
prices; benefits and services of benefit
packages; accessibility and availability
of services, including the location of facilities, equipment available, hours of
operation, practitioners by type and location, and amenities; the name and type
of administration of the plan; and a
statement of certification by the Commission.
One of the most serious problems currently existing in the health care system
of this country is the difficulty consumers
experience in trying to obtain accurate
information concerning the quality of
health services they receive. It is the intent of this title of the bill to make it possible for the consumer to accurately
evaluate the costs, quality, and nature of
health services he is purchasing, in order
to enable him to make informed decisions regarding the services he receives.
In order to better enable the Commission to perform its functions, the National Center for Health Statistics is
transferred to the Commission.
The supercession of State law provided
for by this bill takes effect only if a provider is certified by the Commission on
Quality Health Care. In addition, providers who elect to submit to the jurisdiction of the Commission on Quality
Health Care receive a cash payment
equal to 2 percent of their gross revenues in order to assist them in defraying
expenses associated with quality assurance program implementation complying with the requirements of the Commission.
It is important to pOint out the {act
that under the terms of the bill, any provider of health services, whether or not
he is an applicant for grant or loan assistance under the provisions of this bill,
may voluntarily submit to the Commission's jurisdiction. If ,that health care
provider is certified by the Commission,
he is eligible for the quality health care
initiative awards; for exemption from
restrictive State legislation, where this
is applicable; and for the protection
against malpractice litigation which is
afforded in the legislation.
To meet the critical need for reform
in medical malpractice litigation, this
bill authorizes arbitration of medical
malpractice disputes as an important
alternative approach to meet the needs
of both providers of care and patients.
Provisions in this bilI allow for health
maintenance organizations and thier enrollees to agree to submit all medical
malpractice claims to arbitration.
Litigation of medical malpractice
claims has become a burdensome and unsatisfactory means of achieving a fair
result for both the provider of medical
care and the patient. Physicians have increasingly become apprehensive as the
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insurance rates for malpractice alarmingly increase and the specter of protracted law suits arises ever more frequently.
A study showed that in New York, for
example, the usual premium for malpractice insurance in 1950 was $75.
In 1967, the premium was $324, or a
332-percent increase. Furthermore, in
1950 the policies generally were for
$100,000.
In 1967, 75 percent of the physicians
had policies for $200,000 and a sizable
minority had $1 million. It is also significant that while the premiums had increased 332 percent, the insurance companies' losses increased by 375 percent.
The result has been to have many physicians less willing to risk treatment approaches or procedures which involve
any possibility of a malpractice suit.
The present system is also detrimental
to the patient. Malpractice insurance is
not compulsory, and the patient may not
receive compensation for a bona fide
claim if the defendant is insolvent and
uninsured. The protracted process extending from the patient's first recognition of the possibility of malpractice
to the ultimate trial or disposition involves an enormous amount of time and
expense for preparation.
Both patient and doctor must await
months or years before the case can be
tried in court, a considerable burden for
both to bear. When the trial begins, the
physician must spend long hours in court
away from the care and treatment of his
own patients. Because of the lengthy delay, the patient may no longer have as
great a degree of demonstrable injury
from the alleged act of malpractice as
originally documented.
In the process, needless ill will is created, and public confidence in obtaining
a just resolution is undermined. Patients
faced with rules of procedure and evidence in court to prove their claim have
emphasized application of legal procedures which increase the likelihood of
physician liability. In response to physicians' concerns, states have enacted legislation to limit the scope of malpractice
litigation and to provide for physician
immunity from liability in certain circumstances.
General frustration with the inherent
inadequacies and inefficiencies in present
malpractice litigation creating escalating
costs and protracted delays has led to
alternative approaches. In New Jersey
and Pima County, Ariz., there are pretrial screening panels staffed by legal and
medical personnel where medical malpractice claims may be voluntarily submitted by both parties for a determination.
The judgment of the panel may be
binding if so agreed to by the interested
parties. The advantages of this approach
are to discourage groundless suits and
to expedite the disposition of the claim
by possibly avoiding involvement in
lengthy legal procedures.
An improvement in the screening
panel procedure, and as an alternative to
medical malpractice litigation, is arbitration. Agreements between the providers
of care and the patients for both to sub-
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mit malpractice claims to arbitration
have worked successfully for the past 20
years at the Ross-Laos Clinic in California. Physicians' insurance premiums in
the clinic are 80 percent less than for
comparable physicians in the area, and
claims are handled expeditiously. A pilot
program for arbitration involving nine
California hospitals has been in operation 2 years. In that time, 65,000 patients
have been admitted, only 41 of whom refused to agree to arbitration on admission. Of the 41, only three refused to sign
an arbitration agreement after discharge.
Mr. President, recognizing the need for
a major change in the current approach
to medical malpractice litigation, I have
proposed in this bil: a basis for arbitration in lieu of court litigation. Arbitration is the most effective way we can reduce the inflating costs of protracted
law suits. This bill provides a better
means to settle medical malpractice
claims which involve technical questions of fact requiring expert testimony.
In this bill the health maintenance or
health service organization may elect to
provide an arbitration plan which can
equally meet its needs and that of its
enrollees. Both may benefit from an expeditious hearing to settle disputes without prolonged controversy. The agreement will be in accordance with the laws
of the local jurisdiction. A Federal medical malpractice insurance program is
provided for through the Commission on
Quality Health Care. The Commission
will establish the premium rates and an
insurance fund to meet the costs of the
program.
I consider this program to be of critical
importance not only to deal with the
failures of the present malpractice approach, but to provide the Commission
with a new and evolving criteria for
standards of medical care in this country. The litigation in court of medical
malpractice claims has been one method
of determining what are relevant standards of medical care. However, the process has been cumbersome and often unproductive. The courts have had to rely
on conflicting medical testimony as to
what constitutes good medical care.
Standards have been difficult to articulate and have varied from one jurisdiction to another. The availability and
credibility of medical expertise and testimony are factors creating variable
standards for judgments of medical malpractice claims.
The present malpractice approach has
not been able to effectively monitor present health care practice. The use of arbitration will have a greater impact on
medical care standards as provided for
in my bill. Arbitration will be closely related to the functions of the Commission
on Quality Health Care. The Commission ,,,ill carefully review arbitration
proceedings as part of its mandate to
develop criteria for health care standards.
Arbitration will provide a more effective and efficient means of settling malpractice claims as well as provide important data for tho Commission in
evaluating and developing standards for
quality medical care.

TITLE

v:

OTHER LEGISLATIVE AUTHORITIES

Finally, Mr. President, I want to
briefly described the last title of this comprehensive bill. Most all of the legislation the Congress has passed which has
as its principal purpose reforming the
health delivery system is contained within the Public Health Service Act.
Virtually all of those legislative authorities are time limited and expire at
the end of every 3-year period; in fact,
more than a dozen of those important
legislative authorities expire either at
the end of June 1972 or at the end of
June 1973. Accordingly, the Congress will
have to take action to extend and improve these crucial health delivery reform authorities within the very near
future. I am convinced that several of
these expiring legislative authorities can
and should be extended in the context of
the general debate on health maintenance organization legislation.
For that reason I have included in
title V language which will extend these
authorities in consonance with the HMO
effort. Needless to say, the legislative authorities which have not been included in
this bill are ones which will also be acted
upon independently by my subcommittee.
Before I describe each of the indiVidual
expiring authorities in some detail, Mr.
President, I do want to make some overall general comments. First of all, I want
my colleagues to know that the language
included in this title of the bill generally
extends, without time limit and without
specifying authorization levels, the legislative authority for each of these programs. For the most part, no substantive
changes in the legislative authorities are
included in this bill.
The reason for this is the simple fact
that the subcommittee has as yet taken
no testimony or developed no legislative
record in respect to what the specific
nature of improvements or modifications
in these authorities should be. Therefore,
the committee is open to all points of
view regarding the nature of the mocYfications which need to be made in these
important programs. Equally obvious is
the committee's need to determine the
specific dollar levels which should be included in the bill at the time that it is
reported from the committee to the
Senate.
Now, I would like to briefly describe
each of the authorities which is extended
by the bill. Title V of the bill extends
section 314 of the Public Health Service
Act which encompasses the authority for
the comprehensive health planning services program. This important health
planning effort is one which the committee will rely heavily upon in terms
of bringing additional rationality to the
health services delivery system in the
country. And in that respect, the bill
does make one important SUbstantive
change in the authority,
The bill requires that with respect to
the approval of assistance under the HilIBurton hospital construction program,
the Secretary of the Department of
Health, Education, and Welfare must
receive recommendations from the State
comprehensive health planning agency
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This bill offers a broadly-based apFinally, the bill extends the authority
and the ai:ea health planning agency recommending approval of such assistance. under the Mental Retardation Facilities proach to resolving the major issues inIn addition, the bie requires that the and Community Mental Health Centers volved in improving the Nation's health
Secretary also te so advised by the ap- Construction Act of 1963 in respect to care system. Among these issues are:
The need to bring health care within
propriate regional medical program au- co:nmunity mental health centers. Other
thorized under title IX of the Public provisions of the bill strive to integrate the reach of everyone through a viable
to the maximum possible HMO's with organizational structure.
Health Service Act.
The need to do so without imposing
Title V of the bill extends the authority community mental health activties. In
for the National Center for Health Serv- this respect, it is quite important to con- such an lli'1due burden on the Nation's
ices Research s.nd Development adminis- sider the extension of the community health facllities that they would be untered by the Health Services and Mental mental health centers legislation at the able t.o withstand or meet the new deHealth Agency of Health, Education, and same time that the committee will be mands;
The need to make the system more reWelfare. The dozen or so centers around considering this bill.
Lastly, Mr. President, the bill includes sponsive to the patient's and commuthe country funded by the NCHSRD are
important instruments in the rational- a provision which is now contained in nity'S needs and viewpoints.
ORGANIZATIONAL STRUCTURE
ization of health services generally, and the Public Health Service Act but which
the extension of this authority is crucial will expire shortlY which assures that
The bill will meet these challenges
funds appropria ted by the Congress for through providing the resources to dein respect to HMO development.
The bill also extends the authority the program of the Public Health Service velop three types of organizational enunder title VI of the Public Health Serv- Act and the Mental Retardation Facil- tities: The Health Maintenance Organiice Act of the Hill-Burton hospital con- ities and Community Mental Health zation, the Health Service Organization:
struction and modernization program. Centers Act of 1963 shall be made avail- and the Area Health Education and
This effective program, which dates back able for obligation and expenditure by Service Center.
to 1946, has been significant in making the executive branch of the Government.
First. The Health Maintenance OrganiMr. President, this bil! is an extensive, zation is an entity which would provide
available additional health resources to
the American people The language of complex piece of legislation. However, comprehensive health care to its memthe bill in respect to this authority does the activities of the Senate Health Sub- bers through its own staff, utiliZing,
committee over the past year have con- where necessary, other health profesmake two important changes.
First of all, the formula under which vinced me that the problems of the deliv- sional organizations or groups for special
the funds are allocated among the States ery of health care to the American people services. Individuals would enroll in the
has been altered in order to remove the are monumental and complex. They will Health Maintenance Organization by
disproportionate weighting in favor of require bold, imaginative, and innovative payment of a fixed amount. This amount
the smaller, rural States. The provision measures if they are ever to be solved.
would be uniform for all members reIt would be a major disservice to the gardless of age, physical condition or
contained in the bill is identical to the
provision contained in the Hill-Burton American people to continue expending preexisting medical history and would
extension of 1970 which passed the Sen- ever-increasing amounts of public and provide the same benefits to all members.
private flmds for health services without No differentiation would be permitted as
ate.
In addition, the bill requires that the taking the kind of steps which result in to high option, or low option. The Health
Secretary obligate grant funds in re- a true reform of the way they are deliv- Maintenance Organization would oPerate
spect to hospital construction and mod- ered. Increasing the health insurance predominantly in urban areas or suburernization along with the making of coverage for the people of this country ban areas where there is not a shortage
loan guarantees and the granting of in- is a futile exercise unless we simultane- of health personnel, health facilities or
terest subsidies. This provision is iden- ously alter the manner in which health other health resources.
tical to language which became law last care services are delivered. I believe this
Second. The Health Service Organizayear in the committee's extension of the legislation is a necessary first step in tion would be a similar entity operating
Health Manpower and Nurse Training that direction.
in a rural or nonmetropolitan community
I believe this legislation will form the offering comprehensive services similar
Acts.
The bill also extends the authority un- basis for continued hearings into the to those offered by the HMO, with a fixed
der title IX of the Public Health Service problems associated with the delivery of payment which would be uniform also for
Act regarding the regional medical pro- personal health services in this country. all members. However, it would be subgrams. The language in respect to RMP In considering this bill together with the ject to two variations which would make
broadens the authority under title IX to other HMO bills, the Health Subcommit- it especially adaptable to the needs of the
permit the program to become involved tee fuUy intends to report meaningful medically underserved conununity. These
in area health education and service cen- and effective legislation to the Commit- 'would be, first, the ability to contract
ters as authorized under title III of the tee on Labor and Public Welfare and, with an individual provider on a fee for
ultimately, to the full Senate.
bill.
service basis as is now practiced by mediThe ACTING PRESIDENT pro tem- cal foundations; and. second, provision
Title V also extends the authority in
p,re.
Under
the
previous
order,
the
Senfor the Secretary of HEW to permit some
title VII of the Public Health Service Act
with respect to training of allied health ator from California (Mr. CRANSTON) is flexibility based on the avaUability of reprofe3sionals. In additicn, the bill recDfnized for not to exceed 15 minutes. sources and personnel in the scope of
PRIVILEGE OF THE FLOOR
services HSO's B.re required to provide.
creates new authority for grants for
There would also be a requirement for
Mr. CRANSTON. Mr. President, I a.~k
man"1gement training for HMO's, HO's,
and the area health education and serv- unanimous consent that Louise Ringwalt a written agreement with an Area Health
ice centers. This authority enables the of the staff of the Committee on Labor Education and Service Center for the use
Secretary to make fellowships for and Public Welfai'e te granted the privi- of its educational and service facilities
tnlineeships in order to enh:; nce the lege of the floor during this discussion. and progTams.
Third. The Area Health Education and
trp ining of r.ersons expert in this area.
The ACTING PRESIDENT pro temAlso, the bill includes new authority pore. Without objecticn, it is so ordered. Service Center would generally be a cliniMr. CRANSTON. Mr. President, I am cal facility, in a rural-nonmetropolifor the Secretary to support clinical
training provided by health maintenance partiCUlarly pleased to join with the tan-area, affiliated with a university
organizations, health service organiza- c!1oirmall of the Subcommitte on Health medical school or health center, which
tions, and area health education and (Mr. K~N~'ED'{) in cosponsoring this very would also have an agreement with a
service centers. These grants may be used important measure, the proposed Health Health Service Organization or other
to cover the cost of health professional Maintenance Organization snd Re- provider of health care to provide eduschools or schools or nursing as well as sources Development Act of 1972.
cational services and health care servHMO's, HSO's, or area health education
The leadership the Senat.or from Mas- ices through its facilities and staff. Its
and service centers for the provision of sachusetts has shown on this impor- resources would not be limited to an orclinic31 training including administra- tant issue is of vast significance to count- ganized HSO, but would be available to
tion and faculty salaries for health pro- less people in our country. I am delighted all health professionals licensed to practice in the surrounding community.
to bejoining him in this effort.
fessionals practicing in HMO's.
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The definition of "area health education and service center" in the bill needs
further study to ensure that, although
priority should be given to areas with no
such facilities at present, assistance to
lli1derserved or other geographical areas
would be permitted. These three types of
entities would form the nucleus of a system designed to provide services to all
those not now covered by present systems
or those who seek a more comprehensive
coverage than is available to them now.
In addition, they would provide the
means for training the necessary manpower and demonstrating the new techniques which can expand the ability of
our Nation's health resources to meet the
steadily increasing demand for services.
One requirement in each of these entities which I feel is vital to the success of
these new health care provider systems
is the stipulation that every type of
health professional be fully involved and
actively participate in the organization
and development of these organizations
and be an integral part of the system
when it is operational. I feel experience
has demonstrated the value of the psychologist, the clinical pharmacist, the
optometrist, and the podiatrist in providing specialized health servi:::es to the
patient in addition to those provided by
the physician, osteopath or dentist.
I also believe these new entities should
look to developing a greater role for the
nurse as an independent practitioner. As
these organizations develop a greater reliance on continUing preventive health
care and total care for the post-hospital
patient, the nurse offers invaluable skills
in bridging the transition between hospital and home and in providing total
family care and counseling when one
family member becomes ill.
Mr. President, I think it is important
to emphasize that the proposal incorporated in S. 3327 is not offered as a substitute for the existing health care system. It is offered rather to complement
already existing methods of providing
health care and to build upon existing
resources in an effort to extend the
capacity to serve the public. The Health
Maintenance Organizations and Health
Service Organizations established under
this bill would thus exist side-by-side
with the more traditional forms of providing health care services. There would
remain ample opportunity for those physicians and other health professionals
and consumers who wished to, to continue in the fee-for-service system.
I believe the American health care
consJmer is searching for health care
which will be comprehensive, accessible,
and not prohibitively expensive. I believe the health professional is seeking
a means of providing care Which ""ill insure that the critically sick receive priority consideration, while the rest of the
population receives adequate preventive or maintenance care to help insure
against the development of serious illnesses or chronic, debilitating conditions.

plans offered Federal employees and represent utilization, except for maternity
benefits, of all employees.

Health plan
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Kaiser's reduction in the number of medical personnel reqUired per member.

In analyzing this conclusion, the report determined that much of the savHospital
ings achieved were due to the ability of
days per
All benefits
I"hospital
the individual physicians to control the
(percent)
(percen!)
thousand
- - - - - - - - - ------ costs of medical care while continuing to
196119611961provide high quality care. The report
62 1968
62
1968
62 1968
concludes:

Average •..... _._ .
Blue Cross/Blue
Shield•.. __ .... _
Indemnity (Actna).
Employee org,n jzation plans. __ ..
Group practice__ ._.
foundation .. _.... _

21.5

32.9

9.2

8.9 762.6 835.1

16.8 31. 8
16.9 24.1

9.9
7.8

9.5 826.2 878.6
8.4 707.9 884.5

22.5 29.2
79.7 80.6
79.6 76.0

9.8
5.7
9.8

8.6 729.0 775.1
4.8 454.2 418.7
6.4 538.0 472. 3
.-----,----

The Kaiser Foundation Medical Care Program has achieved real economies, while
maintaining a high quallty of care, through
a dellcate interplay of managerial and professional interests. This has resulted from
structuring economic arrangements so that
both profeSSional and managerial partners
have a direct economic stake in the successful and efficient operation of the overall program. As a result, there has been created a
cost consciousness among the health professionals and a health care consciousness
among the administrators which enables
them to work toward A. common goal without either sacrificing or overemphasizing
their own points of view.

These statistics indlCate that the
greatest utilization of the health system
is encountered in both the group practice and the foundation systems of providing coverage. However, these statistics also indicate that this utilization
is heaviest in the outpatient or continued
INITIAL FUNDING
care services and considerably lessand decreasing since 1961-62-in the
There is no question, however, Mr.
utilization of hospital facilities.
President, that efficiency of service and
While these figures may not represent utilization cannot be provided without a
any decrease in the overall demand for major initial investment in funds and in
health manpower services, they do in- manpower. Kaiser's experience again
dicate a reduction in both the group prac- bears this out. Their success has been
tice and foundation plans of the utili- achieved only through substantial inzation of the more costly care prOVided vestments in money and personnel over
in an acute care facility. An accompany- a long period of time.
I am sure one of the first questions
ing saving is to the patie::1t in days not
lost on the job or with his famil:\, at that will be raised is, "What will enable
these new entities to be viable"? This is a
home.
ThUS, there is good indication that question to which we have addressed
many of the goals of patient and pro- ourselves and on which we have sought a
vider can be achieved most effectively great many views. The Health Subcomthrough group practice or foundation mittee has already held over a dozen
days of hearings on HMO legislation.
programs.
Obviously, the investment necessary in
THE KAISER EXAMPLE
One of the outstanding examples of HMO's and HSO's will be great both in
the success of prepaid group practice terms of financing and in terms of health
systems is that of Kaiser in California. manpower, both very scarce resources.
This bill provides a means of meeting
I can no longer claim Kaiser as a unique
California experience, since Kaiser has both these requirements. First, it would
now successfully established new plans provide for substantial financial support
in Colorado and in Ohio. Figures on uti- under appropriate safeguards aimed at
lization for Kaiser are strikingly similar insuring the adequacy, continuity, and
of the health services provided
to those I indicated earlier for group quality
practice plans. A stUdy by the Health by the organization.
This support will be available through
Manpower Commission in 1967 indieither grants or interest-subsidized
cated that per capita medical care costs loans
for the first 3 years of operation
between the years 1960 and 1965, while
increasing some 43.5 percent for private to help the nonprofit organization plan,
consumer expenditures throughout the develop, and meet the initial operating
United States, increased in Kaiser plans expenses of providing comprehensive
in California only 19.1 percent. And even health services to its enrollees. Nonprofit
this rise, according to the report, was HMO's accepting and meeting the qualof care standards would be eligible
caused mainly by rising wage rates. Dur- ity
guaranteed loans.
ing the same period, Kaiser was able to forProvision
is also made for annual
reduce the personnel required per memgrants to those organizations serving
ber.
persons who cannot meet the expenses
The Health Manpower Commission re- of
the payments. Such grants would be
port stated:
made under regulations insuring that
A reasonable conclusion to draw from
these data and the evidence that the quallty the organization is soundly organized
of care is good Is that the Kaiser system and fairly representative of the populahas been relatively successful in restricting tion of the total community. There are
medical services in general, and hospital care to be no "ghetto" HMO's supported by
in partiCUlar, to medically justified situa- the bill. Except in rural areas, no more
tions. It would appear that as medical tech- than 50 percent of enrollees are to
nology and accepted practice has changed, reside in medically underserved areas.
HEALTH CARE SERVICES UTILIZATION EXPERIENCE
Kaiser has been able to shift more care to
Experience in the past 10 years has an outpatient basis and reduce lengths of The goal is one standard of care for
indicated wide variations in utilization hospital stay for many types of illness. This high-, middle-, and low-income patients.
MEETING MANPOWER NEEDS
rates in several forms of health insurance has resulted in a signiflcant savings in hossystems. The following tables were de- pital expense per person. It also seems llkely
Another major purpose of the bill is
veloped from experiences of the health that the changes explain at least part of to provide for meeting the manpower
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shortage through the development of
area health education and service centers. The health manpower shortage has
several aspects: First, the basic shortage
in numbers of trained manpower; second,
the geographic maldistribution of trained
manpower; and, third, the poor utilization of the skills of scarce health personnel.
Area health education and service centers will approach the manpower shortage with respect to each of these aspects.
By providing thec linical facilities for
community health manpower training
institutions and through linkages with
university medical centers, they can increase the capacities of those institutions
to train-and to train more relevantlygreater numbers of students. Since it has
been documented that health professionals tend to practice in the communities
in which they served their residencies,
the area health education and service
centers, through their residency programs, hopefull:', will attract young professionals to "rain in the rural or nonmetropolitan community and then to
remain in the community upon completion of their residencies.
These centers can also provide a unique
opportunity for innovations in the development of new types of professional!? and
for the team training of professionals.
They will provide an incentive for the
utilization of the more highly skilled
paraprofessionals in taking on many of
the duties of the professional, leaving the
professional more time to concentrate on
those aspects of medicine requiring
highly trained special skills. The association of these cevters with Health Service
Organizations and Health Maintenance
Organizations will provide a natural opportunity for employment of the more
skilled paraprofessionals as well as for
trainees entering at the lower levels of
the health career ladder.
HEALTH MANPOWER TRAINING AT VA HOSPITALS

Establishment of these types of centers
was one of the recommendations of the
Carnegie Commission Report on Higher
Education and the Nation's Health. That
report recommended the affiliation of
these centers with regional medical programs and with hospitals having underutilized health manpower training resources. I have incorporated these recommendations in S. 2219, a bill I introduced in the first session of this Congress
and which is currently under consideration in the Veterans' Affairs Committee,
having been reported from the Subcommittee on Health and Hospitals on February 16. S. 2219 would bring about
greater utilization of Veterans' Administration hospitals in the training of health
manpower both for the needs of the Veterans' Administration and for the needs
of the Nation. S. 2219 provides for the
establishment and strengthening of area
health education centers-as well as
health professions schools and allied
health professions schools--utilizing the
Veterans' Administration hospital as a
clinical training center. Indeed, steps
have already been taken by the Veterans'
Administration to survey the potential
for, and begin the development of a number of such centers in affiliation with VA
hospitals, with very promising results.

March 13, 1972

I feel the bill and S. 2219 will be com- presently in the bill, and I plan to work
plementary to the mutual advantages of with Senator Kennedy to strengthen and
veteran patients and the community. I expand this aspect.
have long felt that this system of 166 hosQUALITY CONTROL
pitals, which for years has provided
A
vital
component
of S. 3327 to the
training for a large portion of our health
professionals, and has provided outstand- consumer is the establishment of the
ing leadership in both clinical basic re- Commission on QUality Health Care. The
search as well as providing hospital care members of this Commission would be
to millions of veterans each year offers a presidentally appointed with the advice
tremendous potential to the Nation as a and consent of the Senate, and would
represent the providers of health care,
medical resource.
private organizations involved in develROLE OF REGIONAL MEDICAL PROGRAMS
oping health care quality standards
Another potential resource for the de- which may be applicable on a national
velopment of area health education and basis, and consumers. More specificity
service centers is the regional medical needs to be written into the bill to insure
programs. In my State of California we that the Commission members will be
have one of the outstanding regional trulY representative. The Commission's
medical programs in the Nation. As I task would be to develop health care
indicated earlier, this bill would seem to standards and prescribe quality control
define such centers too narrowly and systems for Health Maintenance Orgaprobably needs to be revised in order. to nizations and Health Service Organizautilize area health education and serVlce tions. An entity receiving grants, loans,
capacities as effectively as possible. That or incentive awards under the provisions
program has surveyed the State and of the Public Health Service Act new title
has concluded that within a half year XI proposed by S. 3327 would be required
of adoption of enacting legislation, be- to comply with the health care standtween 12 and 16 sites for area health ards and quality control systems preeducation and service centers could be scribed by the Commission.
designated. In some cases, the director
Thus, the patient would be assured of
of the program reports, enthusiasm has receiving quality care in an HMO or HSO
been so great that implementation could supported by the authorities of this bill.
be undertaken immediatelY. This imple- Other organizations could voluntarily
mentation could be accomplished imme- submit themselves to the Commission's
diately in the following areas: San Fer- jurisdiction.
nando Valley, Fresno, south central Los
They would be provided an incentive
Angeles, Snn Diego, San Joaquin County, to do so by provisions which offer covand Santa Rosa. Other sites which offer erage of liability for medical malpracgreat potential are in Contra Costa tice for any providers of health care
County, Alameda County, northeastern complying with the quality standards
California, southeastern and trans-Sier- promulgated by the Commission and
ra California, and Orange, Santa Cruz, having agreements with their patients
and Santa Clara Counties.
to submit medical malpractice clailllJ3 to
Mr. President, I ask unanimous consent binding arbitration.
to set forth at the end of my remarks,
CONCLUSION
excerpts from a paper prepared by the
The
provisions
I have cited form the
California regional medical program listing these potential sites in more detail. nucleus of the bill. As this legislation
proceeds through the legislative process,
RESPONSIVENESS TO PATIENT AND COMMUNITY
it will be improved as testimony is proNEEDS
vided indicating how the purposes of the
Each health maintenance organization bill can be achieved more effectively.
and health service organization must be
Such major legislative proposals, as inorganized in a way to assure its members corporated in this bill, will necessarily
a substantial role in policymaking for the affect the other authorities of the Puborganization as well as meaningful pro- lic Health Service Act, and we shall be
cedures for presenting and resolving considering means of integrating the progrievances. The bill provides for priority grams established under those authorisupport to these organizations whose ties more effectively into the system ofpolicymaking body has a majority rep- fered by this bill of providing quality
resentation of consumers. Each organi- consumer oriented health care. It is for
zation must also provide for health edu- this reason that the bill includes extencation services for its enrollees. With re- sions to certain major provisions of the
spect to assistance to HMO's priority Public Health Service Act-such as rewould be given to those with 30 percent gional medical programs, comprehensive
of their memberships from medically health planning, allied health training,
underserved populations in the com- Hill Burton construction, National Cenmunity-no more than 50 percent of an ter for Health Services Research and DeHMO membership may be from that velopment-as well as the mental resame population segment except in tardation facilities and Community
rural areas designated by the Health, Mental Health Centers Construction Act.
Education, and Welfare Secretary. The
I have been extremely gratified with
bill also provides for periodic open en- the responsiveness of Senator KENNEDY
rollment periods where applicants must to suggestions for modifications in S.
be accepted on a first-come-first-en- 3327 and have worked with him closely
rolled basis.
in preparing this legislation. I am conMr. President, I believe the consumer fident the bill will be further strengthrole and consumer services provided for ened as hearings develop justification for
in HMD's and HSD's can and should be additional changes.
even greater than the excellent provisions
There are three areas of the bill that
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I plan to investigate very closely-in
addition to expansion of the conswner
role and redefinition of the "area health
education and service center"-with a
view toward offering amendments. These
areas are as follows:
First. Providing that HMO's must
make special efforts to enroll migrant
workers and requiring that a nonresident
HMO enrollee temporarily residing in another area must be provided treatment
by a federally assisted HMO in that area
and also that such HMO enrollees who
change their residence must be given first
priority for admission· to a federally assisted HMO in the area to which they
move, as soon as that HMO has a space
available.
Second. Requiring that "preventive
health services" in HMO's and HSO's, include provision of family planning inforing-where appropriate-and nutrition
education services.
Third. Requiring that HMO's utilize
clinical pharmacists to the greatest practicable extent, in drug abuse and alcoholism programs, general inpatient and
outpatient care, and the dispensing,
monitoring and evaluation of medication dosages.
S. 3327 offers a basic framework for
modernizing and making more effective
the Nation's health systems. Senator
KENNEDY has prOVided outstanding leadership and courage in presenting this
program to the Congress. It will generate a healthy discussion of health issues and philosophies of health care
which I believe will enlist the energies
of the best minds and talents in the Nation to seeking a better, more responsive
and responsible system of health care for
all.
I thank Senator KENNEDY and his staff
for their cooperation and congratulate
them for the highly innovative bill introduced today and which I am privileged to
join in sponsoring.
I ask unanimous consent to have
printed in the RECORD excerpts from a
paper offered by California regional
medical programs.
There being no objection, the excerpts were ordered to be printed in
the RECORD, as follows:
ExCERPTS FROM PAPER OFFERED BY CALIFORNIA
REGIONAL MEDICAL PROGRAMS ON LOCATION
OF AREA HEALTH EDUCATION CENTERS IN
CALIFORNIA

Because of its inherent complexity and because it cannot depend on any single source
for organiziD.g strength. the AHEC concept
lends itself particularly to the idea of a consortium, set up in the pattern already demonstrated repeatedly by the regional medical
programs, which brings together groups of
schools, or groups of hospitals and clinics, or
groups of both, working out of a central office
of their own.
POTENTIAL SITES

A preliminary survey and series of discussIon in all parts of California conducted by
RMP strongly suggests that within half a
year from the passage of legislation on
AHEC's, between 12 and 16 sites for local
programs could be delineated. In fact, the
speed with which the idea has been embraced
in some places is startling. Much preliminary
work was already done, under sponsorshIp
by RMP and related agencies, so that in six
instances in California, the AREC could set
out on its organiZational course at once.

1. Sa7& Fernando Valley. A health consortium is already in eXistence under the
leadership of Dr. Addle Klotz, director of student health services for the San Fernando
Valley state College. The consortium relates
to Rl'.IP projects directed by California RMP
Area IV. Relationships have also been maintained with RMP Area V, and, through the
two area offices and personnel, with UCLA
and USC medIcal centers. The consortium
has brought together a number of hospItals
ready to assume teaching functions. With
them are representatives of medIcIne and
nursIng and the other key health professIons.
Schools ready to particIpate in an AHEC are
the San Fernando Valley State College itself,
and several two-year community colleges. A
number of hospitals which have increased in
size and medical staff strength in recent
years the work of the exIsting consortium is
promIsIng for an AHEC.
2. Fresno. The community, from private
groups to the Mayor's Office, has long been
eager to increase the health traInIng capacIty
of the central San JoaqUin Valley around
Fresno. A strong teaching base is provided
by Fresno State College and related institutions. Several hospitals, includIng the VA
facility, can provide the needed clinical base.
The medical community of Fresno, in spite of
consIderable distances, has maintaIned links
with several unIversity medical centers.
These have been systematically developed
through the dIstrict organization and a number of operational programs of the CalifornIa
RMP through its Area IV and UCLA.
3. South Central Los Angeles. The health
needs of the inner city, with its concentration of minority groups, have been documented. A development of national importance has been the establishment of the Drew
School for medical training in South Central
Los Angeles. The Drew School is already a
training base for allied health professions.
The King Hospital offers an admirable
clinical center. Also of great importance is
the neIghborhood health center established
earlier a few blocks away from the Drew
School and the KIng Hospital. South Central
Los Angeles could be an immedIate organizing site for an AHEC.
4. San Diego. Somewhat resembHng the
San Fernando Valley health consortium Is a
coordinating council for health education
set up in San Diego county under the leadershIp of the medIcal school of the UniversIty
of CalifornIa at San DIego and California
RMP's Area VII. This council, too. already
exists and can be turned to account with
minimum delay in the creation of an AREC.
A number of hospitals in San Diego are candIdates for Inclusion in the AREC and
cHnical teachIng sites. The community mix
in San Diego also promises cooperative action reaching all ethnic groups. Favorable,
too, is a geographiC cohesiveness which has
promoted joint activity between RMP and
the local office for Comprehensive Health
Planning.
5. San Joaquin County. Further to-me
north, around Stockton, is another immediately favorable situation for the launching
of an AHEC. Here a private instiution of
higher education, the University of the PacIfic, has long been ready to increase its
reach into health professional traInIng. The
local medical community has sponsored a
number of forward looking programs. Not
only hopsitals. but a significant new ambulatory care center, whIch will provIde service
for, among others, migrant farm workers,
can prOVide a clinical base. First discussions
·of an AREC have already been carried out
between local health leaders and the California RMP (Area III-8tanford).
6. Santa Rosa. Santa Rosa has long been a
center for residency traIning for physicians
with a strong push toward family practice
of medIcine. In the last five years, support
for this concept has come from Area I of the

CalifornIa RMP. This preliminary work, again
in the presence of a cluster of schools including the 4-year Sonoma State College, promises a base for quick and· vIgorous development of an AREC.
A number of other possible sItes for AHEC's
could be listed. The ones named above are
simply those in which substantial preliIninary work has already been done, promising
speedy establishment of functioning AREC's.
Other possible sites, where, for example,
other California RMP area offices have been
at work, include:
At least two other sites in the San Francisco Bay Area are being examIned by Area I
at Richmond, perhaps, and in Oakland or
Berkeley;
Matching the dispersed features of population and health installatIons, RMP Area II
visuaIlzes a large scale consortium for northeastern California organized from an office
at Davis, wIth the cooperation of the UniversIty of California campus there.
A simllar consortium, based on Loma Linda
UniversIty, is seen developing out of Cali.
fornia Area VI, for the benefit of southeastern and trans-SIerra California.
In Orange County, With cooperative links
reaching into the Long Beach Area. Callfornla RMP Area VIII is also assembllng the
key unIts for an AHEC, with the help of the
medical campus of the University of Callfornia at IrvIne.
Within Los Angeles, work done by Callfornia RMP Areas IV and V indicates another three or four AHEC sites can be established.
In Santa Cruz and Santa Clara Counties,
AHEC's may also be established through existing instItutions and health professional
groups in conjunctIon wIth California Area
III.

Mr. KENNEDY. First, I wish to thank
the Senator from California for his contribution to the development of health
legislation. He has been one of the most
active and interested members of the
committee. California, of course, has so
many areas of excellence in the health
community and has been the site of
many imaginative approaches in a wide
variety of different areas of health. I am
sure this legislation will benefit from
Senator CRANSTON'S deep personal interest and dedication. I want to thank him
and also the Senator from Minnesota,
who has been very interested in all
health matters and has contributed
greatly to an understanding of the
health crisis.
Mr. CRANSTON. I thank the Senator
very much. I wanted to express my great
thanks to him for his cooperation and
that of his staff in this effort, for providing leadership, and for the introdUCtion of this very innovative bill.
Mr. MONDALE. Mr. President, I
thank the Senator from Massachusetts.
PRIVILEGE OF THE FLOOR

Mr. MONDALE. Mr. President, I ask
unanimous consent that Mr. Herbert
Jasper may be permitted to remain on
the floor during this discussion.
The ACTING PRESIDENT pro tempore. Without objection, it is so ordered.
Mr. MONDALE. Mr. President, I understand our time is very short, but I
wanted to express my appreciation and
admiration to the Senator from Massachusetts for the development of this
excellent proposal, known as the Health
Maintenance Organization and Resources Development Act of 1972. I think
it reflects the high degree of sophistica-
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tion which has been developed by the
Senator, and by the committee, as the
result of some of the most sweeping and
intensive hearings ever held in the history of this body.
1 think it may well be one of the most
significant pieces of health legislation
considered by the Congress in this decade. Proposed national health insurance legislation addresses itself, primarily, to the financing of health care. This
legislation is addressed to the equally impOl·tant problem of deliveling that care
to the people.
The bill should make it possible to
uchieve the objective noted by the President of making health maintenance organizations available throughout the
United States. Unfortunately, the legislation proposed by the administration
to support that objective has been found,
through extensive hearings, to fall short
of the mark. This bill should give us the
mechanisms to make the growth and development of health maintenance organizations a reality.
I am especially pleased to be a cosponsor of this bill for two reasons. First, the
Institute of Interdisciplinary Studies, in
my own State of Minnesota, has been a
leading force, if not the leading force,
in the development for the health maintenance organization "strategy." This
organization, headed by my good friend,
Dr. Paul Ellwood, was instrumental in
persuading the administration to adopt
the health maintenance strategy. Since
then, through testimony before the
Health SUbcommittee, and in consultation with members and staff of the subcommittee, Dr. Ellwood and his excellent
interdisciplinary team have provided an
invaluable resource in developing the ap··
proach which is reflected in this legislation.
I am also pleased that the bill reflects
the substance of my proposed Community Medicine Act of 1971, S. 1301. My
bill seeks to engage medical schools and
teaching hospitals in the delivery of
health services to under-served populations through health maintenance organizations. Thus, it has two objectives:
To improve the quality and relevance of
medical education, and to improve the
level of services to those whom the present delivery system has left behind. The
provisions for area health education and
service centers in the new bill should
achieve the same objectives. Perhaps
most signiflcantly, this new bill will make
it possible for high quality, comprehensive, medical services to be brought to
citizens in our rural areas who have increasingly been denied such care.
I am greatly encouraged by the possibility that enactment of this legislation
will contlibute to the control of health
care costs. As we all know, these have
been skyrocketing. Experts agree that
group practice, emphasizing preventive
care and early detection of disease, can
help to cut the costs of medical care,
while not sacrificing quality.
The bill also provides for a significant innovation in the form of a quality
health care commission. This commission
should be able to lead the way in the
development of new measures and standards to monitor and improve the quality

of care. The Institute for Interdisciplinary StUdies in Minneapolis contributed
significantly to the development of these
features in the bill.
There is a rapidly growing consensus
on the advantages of using health maintenance organizations as a means for
delivering health care. A blief survey of
the experience under one such plan, in
Columbia, Md., and of the legislative situation was printed in the Minneapolis
Tribune a few months ago. I ask lmanimous consent that the article be printed
in the RECORD.
There being no objection, the article
was ordered to be printed in the RECORD,
as follows:
(l"rom the Minneapolis Tribune, Aug. 8, 1971]
"NEW MEDICINE" TESTING HEALTH CARE
ALTERNATIVE
(By Richard P. Kleeman)
COLUMBIA, MD.-"They're good doctors," the
young mother said, wrapping up her view of
the "new medicine" practiced In this growing "new town" under a prepaid famlly health
care plan.
A psychologist and early member of the
two-year-old Columbia Medical Plan, she
chatted wIth a reporter whlIe supervising her
three youngsters at play In a vlllage-square
sandbox:
"They discovered a condition in one of my
kids that ptlt him on constant medication.
We travel a lot and he gets strange injections-but all our bllIs are covered."
From her llbrarlan's desk, a mother of four
also talked about the medical plan: "I had
major surgery last fall and got excellent care,
but I also feel it's preventive medicine, and
I've always believed In that. You can have a
physical without being afraid of a cost that
floors you."
Her child's hay fever medicine and her
own contraceptive supplles, bought through
the cllnic, cost less than half of drugstore
prices, she said.
And a young recreation worker-calling
the plan "a Godsend to new parents"-sald
major surgery on varicose veins In both legs,
cost him all of $4 at the Baltimore, Md., hospital of Johns Hopkins University, which
sponsors the Columbia plan.
But at Columbia's subsidized housing project there was another kind of reaction: The
mother of two youngsters, separated from her
husband, said, "I'm all for the plan, but it's
too expensive right now."
The monthly charges found excessive by
these hard-pressed familles were recently
raised to $15 for Individuals and $51 for a
famlly of more than two members. The
monthly premium for two-member familles
bas just been cut from $43.60 to $30.
"Sure, some people in the low- and midincome scale would find those premiums
high," admits WlIIlam P. Towle, 39, a st.
Paul native who trained in hospital adminIstration at the University of Minnesota and
now administers the Columbia plan.
"But If you compare the costs of medical
care, you find annual per capita costs relatively the same In or outside the planroughly $600 per famiIy--so it becomes a
matter of how the dollar Is used."
At Columbia, the medical plan dollar bUyS
doctor care-general and specialized, except
for dentistry and prolonged psychiatry-oIl
a round-the-clock basis. It also buys coverage while away from home and, pending completion of the first section of a planned 1BObed hospital In Columbia, hospitalization
plus additional specialist care at Hopkins'
hospital In Baltimore.
Depending on which version of the plan
they use, SUbscribers pay $2 per clinic visitor nothing. Drugs generally nlns $2 per prescription.
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The plan is offered only to groups through
their employer's health insurer, but the 14,OOO-plus residents of Columbia, located between Baltlmore and Washington, D.C., constitute a "group." About half have chosen
to join the medical plan, along with another
75,500 nonreSidents.
Towle expects membership to hit 15,000
next June and the plan to start breaking
even not long afterwards.
The Columbia plan, With which Towle
has been associated since Its planning stages
In 1966 and which he has run since 1969,
is testing many things for many interested
onlookers.
The Nixon administration, as well as every
member of Congress concerned about the
national health care crisis-I.e., most of
them-are watching plans Ilke Columbia's.
For virtually every broad-gauge national
health propcsal-Includlng those of Minnesota Senators Walter Mondale and Hubert
Humphrey-provides for some form of government support for prepaid group health
plans, whIch the administration calls HMOs
(health maintenance organizations).
"The way health care is financed today
works against the consumer's interest," declared a 1970 study made for the administration by the Health Services Research Center
of the American Rehabilltation Foundation
in Minneapolis.
Since payment traditionally has been based
on the number of doctor-Visits and hospital
days used, the greater the number of such
visits and days, the greater the reward to
the provider, the study pointed out, adding:
"The consumer, unable to JUdge his own
treatment needs, pays for whatever he is
told he needs."
In contrast, the Minneapolls study suggested a "health maintenance strategy"
aimed at a "highly diversified, pluralistic and
competitive health industry."
Under such an approach, HMOs of various
types would be Pllid annual fees to keep
people healthy-as well as to care for them
when sick.
Mr. Nixon clearly accepted these arguments. In his "national health strategy" message last February, he restated points from
the Minneapolls report and emphasized that
for the seven mlIIion Americans enrolled in
HMOs, "studies show they are receiving high
quality care at a significantly lower costas much as one-fourth to one-third lower
than traditional care in some areas.
"They go to hospital less often and they
spend less time there when they go," the
President added.
"Patients and practitioners aIlke are enthusiastic about this organizational concept.
So is this administration."
He proposed-and Congress is stlII debattlng-maklng HMO membership avallable,
where possible to every health plan sub·
scriber; providing up to $23 milIion inltiall)
to aid in planning some 163 new HMOs-UB
of them in areas now unserved medlcalIyand allocating $300 mllIlon In federal loan
guarantees for bUilding HMO c11nic8 and
meeting start-up deficits.
The President also proposed a model law
for adoption in the 21 states Where-under
past pressure from the organized medical
profession-laws restrict group medicJ.l practice.
(The University of Minnesota has been
mentioned among many organizations con,
templr.ting establismcnt of an Hl\!O. and the
Nicollet CI1~lie ~.nd Eitel Hospital annou:1ced
plans to cocperate on such a plan.)
Towle admits to SOITle t1~1clJrtaillU3S ahout
the best financing mix for H~~Os, but is convinced, for both pe~son3.1 a:J.d professional
reasons, of their t111cIerlying sour,dness.
With his employer paying half the monthly premiums for his family-a wIfe and four
daughters--Towle mid he had less than $50
out-of-pccket expense for routine medical
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care last year, on top of his $300 half-share
In the premium. His wife's major surgery
cost him nothing. He recognizes that-despite an 87 percent favorable reaction to
Columbia's plan from Its members in a recent survey-some subscribers feel smaller
families should not subsidize larger ones.
A three-rate structure Is under review, he
noted.
But the prepaid plan basically alms at takIng care of what Towle calls "gray-zone
people": Those of middle-Income, neither
old enough to be el1glble for Medicare nor
poor enough to qualify for Medicaid.
Some such people, he said, bUy no medical
Insurance, taking a chance their fam1l1es
won't get sick.
"But If they lose, those who gamble that
way can lose awfully hard," Towle observed.
The administration's '''natlonal health Insurance partnershlp"-whlch supporters of
full-scale national health insurance call Inadequate-proposes that all employers must
provide their employees with basic health
Insurance coverage. An employee could have
the option of using his emplo~'er's contribution toward membership In an HMO.
Some such plan, Towle said, would begin
to take care of working "gray-zone people"but there still would need to be government
subsidy, as the administration has proposed,
for the low-Income self-employed and for the
unemployed.
Of Columbia's fast-growing plan, which
looks toward an eventual enrollment of 100,000, Towle says, "It may seem l1ke socialism
to some--but what we're doing Is simply
pooling our resources."

ported, that it be referred to the Commit- analysis were ordered to be printed in
tee on Finance for that committee's con- the RECORD, as follows:
sideration of any provisions relating to
s. 3327
trust funds, and so forth, which might
Be it enacted by the Senate and House oj
fall within the jurisdiction of the Fi- Representatives oj the United States oj
nance Committee if the Finance Com- America in Congress assembled, That this
Act may be cited as the "Health Maintemittee so desires.
The ACTING PRESIDENT pro tem- nance Organization and Resources Developpore. Without objection, it is so ordered. ment Act of 1972".
SEC. 2. (a) The Congress finds thatMr. KENNEDY. Mr. President, I ask
(1) there is a shortage and maldlstri~u
unanimous consent that a very splendid tlon
of quality health care resources WhICh
statement by the distinguished Senator has resulted In limited access to quality
from Washington (Mr. MAGNUSON) be health care In the United States:
printed in the RECORD as a comment on
(2) the present health care system is not
organized in a manner which encourages the
the legislation.
efficient
and economical provision of quality
The PRESIDING OFFICER. Without
health care;
objection, it is so ordered.
STATEMENT BY SENATOR MAGNUSON
Mr. President, I am pleased to add my support to the Health Maintenance Organization
and Resources Development Act of 1972
which the distinguished Chairman of the
Senate Health Subcommittee (Mr. KENNEDY)
is Introducing today. Senator Kennedy once
more deserves commendation for his continuing efforts to focus national attention
upon the health care crisis In America.
I view this b1ll not as a finished legislative
product but rather as an extremely valuable
working paper, a springboard for serious Congressional consideration of the complex issues involved in the del1very of health care.
Hopefully, out of this deliberation w1ll come
answers to some of the problems that now
hinder the delivery of health care.
How can we re-orlent health care so that
more emphasis w111 be placed on preventing
illness as opposed to just treating its ravages? How can we overcome the maldlstributlon of health care resources which now
denies care to mllllons of Americans l1vlng
In rural areas and In Inner-city neighborhoods? How can we maximize the use of every
health care dollar so that all Americans can
receive maximum-quantity health care at
minimum cost? These are just some of the
questions which must be answered if the
dream of quality health care for all Is ever
to become a reality.
As Chairman of the Health Appropriations
Subcommittee, I am committed to translatIng that dream into reality. That Is why I
have consistently urged the Congress and the
Administration to Increase federal expenditures on health research, health manpower
training, health facilities construction and
the dlrect delivery of health care to those
who would otherwise go unattended. That Is
Why I Introduced the National Health ServIce Corps Act In the 9lst Congress and Why
I have Introduced both the Chlldren's Dental Health Act and the Chlldren's Catastrophic Health Care Act in the 92nd Congress.
For the same reason, Mr. President, I joined
as one of the original co-sponsors In supporting the National Health Security Act
when Sen. Kennedy first introduced It in
1970. That b111 has spurred a wide-ranging
debate In Congress and throughout the nation about the best methods for financing
health care. Hopefully, the Health Maintenance Organization and Resources Development Act of 1972 w111 spur a slmllar national
debate over the delivery of health care. Out
of that debate, hopefully, w111 come answers
to some of our health care delivery problems. And out of all our efforts v:ill come,
hopefully, the day when quality health care
for all wlll be a reallty rather than just a
dream.

Mr. MONDALE. Mr. President, we
have a similar plan operating very successfully in st. Paul, Minn., and another
excellent plan serving the northern
Minnesota communities of Hibbing and
Virginia. The experience in our State
amply justifies the reliance that this bill
places on health maintenance organizations as an important contribution to
improved health delivery.
Mr. President, I believe this is an outstanding bill. I am proud of my contribution and that of a munber of outstanding
Minnesotans to it. I hope and trust the
bill will be acted on promptly. Once
again, I wish to express my admiration
and respect for the very significant work
in the field of health represented by this
measure offered by the Senator from
Massachusetts.
Mr. KENNEDY. Mr. President, I want
to comment upon the legislation the
Senator mentioned, S. 1301. It would
provide assistance to medical schools
that relates in a substantial way to the
delivery of health care. That feature of
his bill has been incorporated into the
HMO legislation.
There is no reason in the world not to
encourage medical schools to move into
this area and to provide the kind of
expertise, research, and training that
only they can. We have included this
feature of S. 1301 in the bill, and I think
as a result it will provide the kind of additional assistance to medical schools
which will bring new energy into HMO's
and into the delivery of health care.
I wanted to acknowledge the very substantial contribution of the Senator
from Minnesota in this area and thank
him for his comments.
lY'J.l'. KENNEDY. Mr. President, I ask
:Mr. President, I ask unanimous con- unanimous consent to have printed in
sent that the bill be referred to the Com- the RECORD a section-by-section analysis.
mittee on Labor and Public Welfare, and together with the text of the bill.
There being no objection, the bill and
that if and when the bill should be re-

(3) the present health care system Is
oriented' toward prOViding care to those
manifesting disease, rather than toward
prOViding health maintenance services and
maintaining good health;
(4) the establishment of health maintenance organizations, health service organizations, and area health education and servIce centers will aid In alleviating the maldistribution of health care resources, In providing health care In a more efficient and
economical manner, and in reorienting the
health care system toward the maintenance
of health;
(5) there Is a need to provide technical
assistance and resources to Individuals and
groups, undertaking the planning, development, and Initial operation of health maintenance organizations, health service organizations, and area health education and
service centers;
(6) there Is eo shortage of educational fac1l1t1es in health sciences, unbalancea emphasis on hospital practice and on rare and
exotic diseases in medical education; and
(7) there exists an excessive variance In
the quality of health care and health
services.
(b) The purpose of this Act Is to assist
In Improving the system for the delivery of
health care through encouragement of and
support for the planning, development, and
Initial operation of health maintenance
organizations, health service organizations,
and area health education and service centers, particularly with the Intent of ImprovIng the hep,lth of populations In medically
underserved areas.
TITLE I-HEALTH MAINTENANCE
ORGANIZATIONS
SEC. 101. The Publ1c Health Service Act Is
amended by inserting after title X the following new title:
"TITLE XI-HEALTH MAINTENANCE ORGANIZATIONS AND HEALTH SERVICE
ORGANIZATIONS
"PART A-8UPPORT OF HEALTH MAINTENANCE
ORGANIZATIONS
·'DEFINITIONS

"SEC. 1101. For purposes of this title:
"(1) The term 'health maintenance organization' means an entity whlch"(A) provides as a minimum for all Its
enrollees (or subscribers) comprehensive
health services (as defined In this section)
which are uniformly available to all its enrollees (or subscribers) directly through its
own staff and supporting resources or
through a. medical group or groups and such
other additional services as may be required
through other health delivery entities, for a
fixed payment which (I) Is to be paid on a
periodic basls without rega.rd to the frequency, extent, or kind of health service
actually furnished to any particular enrollee;
and (U) Is uniform for all Its enrollees;
"(B) demonstrates to the satisfaction of
the Secretary ablllty to assure that appropriate comprehensive health serVices are
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a.vaUa.ble and a.ceesslble to all its enrollees
promptly a.nd in a. manner which assures
continUity;
" (C) demonstrates to the satisfaction ot
the
secretary
financial
responsib1l1ty
through proof ot adequate provision against
the risk of insolvency;
"(D) Is organized In such a manner (as
prescribed by regulations of the Secretary)
that assures its members a. substantial role
in the making ot policy for the health maIntenance organization, with equitable representation of members from medically underserved areas, and provides meaningfui
procedures for hearing and resolving grievances (I) between Its enrollees and the
health maIntenance organization (Including
the medical group or groups and other
health delivery entities providing health
services) and (il) between the medical group
or groups providing health serVIces and
other employees and the health maintenance
organization;
"(E) encourages and actively provides for
its enrollees (I) health education services,
and (Ii) education In the appropriate use of
health services provided;
"(F) has organ1zatlonal arrangements,
established in accordance with regulations
of the Commission on Quality Health Care
(established under title IV of this Act) for an
ongoing quality assurance program which
stresses health outcomes and assures that
health services provided meet the quality
standards established in accordance with
regulations of the Commission on Quality
Health Care;
"(0) proVides, In accordance with regulations ot the Secretary (inclUding safeguards
concern1ng the confidentiality of the doctorpatient relationship), an effective procedure
for developing, compiling, evaluating, and
reporting to the Secretary, data (which the
Secretary shall pUblish and disseminate on
an annual basis) relating to (i) the cost of
its operations, (i1) the patterns of utilization of its services, (iii) the availability,
accessibility, and acceptability of its serVices,
and (iv) such other matters as the Secretary
may require and disclose at least annually
and in a manner acceptable to the Secretary,
such data to its enrollees and to the general
pUblIc;
"(H) except for (i) out of area emergency
care, and (il) care reasonably valued in excess of the first $5,000 per member per year,
assumes full financial responsibility, without
benefit ot insurance, on a prospective basis
for the provision of the comprehensive
health services defined In this section;
"(I) subject to the requirements of paragraph (K), has an open enrollment period (at
not less than thirty days) at least once during each consecutive twelve-month period
during which it accepts individuals in the
order in which they apply for enrollment up
to its capacity as determined by the
Secretary;
"(J) assumes responsibility for the provision ot health care services to Its enrollees
twenty-tour hours a day, seven days a week,
as may be appropriate and for the prompt
availability of such services in emergencies;
"(K) shall enroll no more than 50 per
centum of its members from medically underserved areas, except in rural areas as
designated by the Secretary;
"(L) prOVides, or makes arrangements for
continuing education for its staff;
"(M) emphasizes the use of physician'S assistants, dental therapists, nurse practitioners, and other allied health personnel;
"(N) meets such other criteria for Its
organization and operations as the Secretary
may by regUlation prescribe, consistent with
the provisions of this title; and
"(0) does not refuse enrollment to or expel
an enrollee for any reason concerning his
health status or requirements for the provision of health services.

"(2) The term 'comprehensive health
services' means health services, prOVided
"Without limitation as to time or cost, as
'follows: (A) physician services (including
consUltant and referral services); (B) Inpatient and outpatient hospital services; (C)
extended care facility services; (D) home
health services; (E) diagnostic laboratory,
and diagnostic and therapeutic radiologic
services; (F) physical medicine and rehabilitative services (Including physical therapy);
(G) preventi\'e health and early disease detection services; (II) vision care and
podiatric services; (I) reimbursement for
expenses Incurred for necessary out-of- area
emergency health serVices; (J) mental health
services (including drug abuse and alcoholism), utilizing existing community mental
health centers on a priority basis; (K)
dental services (Including preventive dental
health services to children); (L) provision of,
or payment for, prescription drugs; and (M)
such other additional personal health services as the Secretary may determine are
necessary to insure the protection, maintenance, and support of human health.
"(3) The term 'medical group' means a
partnership or other association or group of
not less than four persons who are licensed
to practice medicine, osteopathy, or dentistry
In a State and who (A) as their principal
professional actiVity engage In the coordinated practice of their profession as a
group responsibility; (B) if not employees or
retainees of a health maintenance organization, or health service organization, pool their
income from practice as members of the
group and distribute it among themselves
according to a prearranged salary or drawing
account; (0) jointly use or share medical and
other records, and substantial portions of major eqUipment and professional, technical,
and administrative staff (D) share or jointly
utilize such additional health professionals
and a1l1ed health professionals Which may
include but are not limited to psychOlogists
and other mental health workers, optometrists, podiatrists, dental therapists, physicians' aSSistants, nurse practitioners, and
nurse midwives, as are needed to prOVide
comprehensive health services; and (E) arrange for and encourage the continuing education of their members in the field of clinical
medicine and related areas.
"(4) The term 'enrollee' when used In connection with a health maintenance organization or health service organization (as defined in part B) means an individual who
has entered Into a contractual arrangement,
or on whose behalf a contractual arrangement has been entered Into, with a health
maintenance organization or a health service
organization under which such organization
assumes the responsibility for the provision
of health services to such individual.
" (5) The term 'medically underserved
area' means an urban or rural area or popUlation group designated by the secretary as an
area or population group With a shortage of
personal health services. Such a designation
may be made by the Secretary only after consideration of the comments, If any, of (A)
each State comprehensive health plannnig
agency designated pursuant to section 314(a)
of this Act, covering, In whole or in part, such
area, (B) each areawide comprehensive
health planning agency designated pursuant
to section 314(b) of this Act, covering, In
whole or In part, such area, and (C) regional
medical programs established pursuant to
title IX of this Act.
"(6) The terms 'construction' and 'cost
of construction' InclUde (A) the construction
of new buildings, and the acquisition, expansion remodeling, replacement, and alteration of existing buildings, Including architects' fees, and acqUisition of land, and (B)
equipping new buildings and existing bUildIngs, whether or not acquired. expanded,
remodeled, or altered with assistance under
this title.
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"(7) The term 'un1versity health center'
means those health care institutions which
are owned and operated by a un1verslty or
college of medicine or which have a written
a.tIillation arrangement with a un1verslty or
college of medicine for the purpose of educating undergraduate medical students.
"(8) The term 'area health education and
service center means a hospital, educational
facility, or other pUblic or private nonprofit
entity affiliated with a university health center for the purpose of providing clinical trainIng in a nonmetropolitan area (other than an
area presently served by a un1versity health
center) whlch"(A) has an agreement with a health
maintenance organization or health service
organization (if such an organization exists
within the geographical area served by such
center) to prOVide education services to, and
health care services through such organization;
"(B) has an agreement With other prOViders of health care to proVide education servIces to, and health care services through such
center; and
"(C) provides, to all licensed health professionals in the geographic area which it
serves, equal opportunity to use Its facUitles
and programs.
"(9) The term 'non-metropolitan area'
means an area no part of which is Within an
area designated as a standard metropolitan
statistical area by the Office of Management
and Budget, and does not contain a city
whose population exceeds fifty thousand persons.
"GRANTS FOR PLANNING AND FEASmILITY

STUDIES
"SEC. 1102. (a) The Secretary may make
grants, SUbject to the general prOVisions of
this title, to public or private nonprofit agencies, organizations, or institutions to assist
In projects for planning or stUdying the
feasibility of developing or expanding health
maintenance organizations. No project may
receive more than $250,000 In grants under
this section. Funds awarded under sucn .
grants shall be available for expenditure by
the grantee for such period (not to exceed
two years from the date of award) designated by the Secretary.
"(b) In making grants under this section
the secretary shall give priority to those applicants who give assurances that at least
30 per centum of their total enrollment shall
be persons from medically underserved areas.
"(c) There are authorized to be appropriated to carry out the provisions of this section; $15,000,000 for the fiscal year ending
June 30, 1973; $21,000,000 for the fiscal year
ending June 30, 1974; $40,000,000 for the fiscal year ending June 30, 1975; $62,000,000 for
the fiscal year ending June 30, 1976; and
$85,00:,000 for the fiscal year ending June
30, 1977.
"GRANTS FOR INITIAL DEVELOPMENT COSTS

"SEC. 1103. (a) The secretary may make
grants, SUbject to the general prOVisions of
this title, to any public or private nonprofit
agencies, organizations, or Institutions, to
assist It in meeting the costs Involved in a
project for the initial development of a
health maintenance organization prior to its
first day of operation. No project may receive
more than $1,000,000 In grants under this
section.
"(b) Sums awarded under such grant shall
be available for expenditure by the grantee
for not more than two years, and shall be
utilized for such purposes as may be prescribed in regulations of the Secretary, Including but not limited to (1) implementation of an enrollment campaign: (2) detailed
design of and arrangements for the health
services to be provided; (3) development of
administrative and Internal organizational
arrangements, including fiscal control and
fund accounting procedures and the develop-
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ment of a capital financing program; (4) recruitment of personnel and the conduct of
personnel training activities; and (5) payment of architects' and engineers' fees.
"(c) In making grants under thls section
the Secretary shall give priority to those
applicants who give assurances that at least
30 per centum of their total enrollment shall
be persons from medically underserved areas.
"(d) There are authorized to be appropriated to carry out the provisions of thls section; $42,565,000 for the fiscal year ending
June 30, 1973; $68,720,000 for the fiscal year
ending June 30, 1974; $74,700,000 for the
fiscal year ending June 30, 1975; $141,940,000
for the fiscal year ending June 30, 1976; and
$241,690,000 for the fiscal year ending June
30,1977.
"CONSTRUCTION GRANTS
"SEC. 1104. (a) The secretary may make
grants, subject to the general provisions of
thls title, to assist any public or private nonprofit health maintenance organization or
any public or private nonprofit agency, organization, or institution intending to become
a health maintenance organiza,tion in meeting the cost of construction of facil1ties or
portions of faclllties for ambulatory care and
capital investment for necessary transportation equipment, to be used by it for the provision of health services to its enrollees. The
Secretary shall give special consideration to
applications for grants for the acquisition or
renovation of existing facillties, except for
exceptional circumstances, in which case up
to 90 per centum of the cost of construction
(as determined by the Secretary) may be
authorized by the Secretary, no grant under
thls section for any project may exceed 75
per centum of the cost of construction of
such project. No project may receive more
than $2,500,000 in grants under this section.
"(b) In making grants under this section
the Secretary shall give priority to those applicants who give assurances that at least 30
per centum of their total enrollment shall be
persons from medically underserved areas.
"(c) There are authorized to be appropriated to carry out the provisions of this
section such sums as may be necessary.
"GRANTS FOR INITIAL COSTS OF OPERATION
"SEC. 1105. (a) Where the Secretary determines that the applicant has made all reasonable attempts to meet his operating expenses (inclUding loans and loan guarantees) , he may make grants to public and private nonprofit health maintenance organizations to assist them in meeting operating
deficits during the initial three-year period
of their operation.
"(b) Grants under this section shall be
made only for the period beginning with the
first day of the first month for which such
grant is made and ending with the close of
three years after such first day; and such
grant with respect to any such organization
may not exceed 100 per centum of such operating deficit for the first year after such
first day; 67 per centum of such first year
operating deficit for the second year after
such first day; and 33 per centum of such
first year operating deficit for the third year
after such first day.
"(c) There are authorized to be appropriated to carry out the provisions of this
section such sums as may be necessary.
"CONSTRUCTION LOANS
"SEC. 1106. (a) The secretary may make
loans, subject to the general provisions of
this title, to any public or private nonprofit
health maintenance organization, or any
public or private nonprofit agency, organization, or institution intending to become a
health maintenance organization, to assist it
in meeting the cost of construction of faclllies for ambulatory care and transportation
services for the provision of health services
to its enrollees. The Secretary shall give
special consideration to applications for loans
for the acquisition or renovation of existing
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facilities. No loan under this section for any
project may exceed 90 per centum of the cost
of construction (as determined by the Secretary) of such project.
"(b) There are authorized to be appropriated to carry out the provisions of this
section such sums as may be necessary.
Sums so appropriated. regUlar with repayments of loans made under this section
and any other receipts in connection with
the program under this section, shall be
placed in and constitute a revolving fund
which shall be available to the Secretary
without fiscal year llmitation for use in
making loans and other expenditures in the
exercise of hiS functions under this section.
"LOANS FOR INITIAL COSTS OF OPERATION
"SEC. 1107. (a) The Secretary may make
loans, subject to the general provisions of
this title, to any public or private nonprofit
health maintenance organIzation to assist it
in meeting, for the period prescrIbed in
subsection (b), a portion of its initial operating costs in excess of gross revenues determined under regUlations of the Secretary.
(b) Loans under this section for initial
costs of operation may be made only for the
period beginning with the first day of the
first month for which such a ioan is made
and ending with the close of three years after
such first day; and such loans with respect to
any project may not exceed 60 per centum of
such costs of operation, for the first year
after such first day; 40 per centum, of such
costs for the second year after such first
day; and 20 per centum. of such costs for
the third year after such first day.
"(c) There are authorized to be appropriated to carry out the provisions of this
sectIon such sums as may be necessary. Sums
so appropriated, together With repayments
of ioans made under this section and any
other receipts in connection with the program under this section, shall be placed in
and constitute a revolving fund which shall
be available to the Secretary without fiscal
year limitation for use in making loans and
other expenditures in the exercise of his
functions under this section."
TITLE n--8UPPORT OF HEALTH SERVICE
ORGANIZATIONS
STATEMENT OF PURPOSE
SEC. 201. It is the purpose of this title
to assist in the establishment of health service organizations and area health education
centers primarily directed at defined rurai
popUlation groups which are characterized
by a lack of medical care services.
AMENDMENT TO PUBLIC HEALTH SERVICE ACT
SEC. 202. The PUblic Health Service Act,
as amended by this Act. is further amended
by lIlSertlng after part A of title XI the
following new part:
"PAaT B-HEALTH SERVICE ORGANIZATIONS
"DEFINITIONS
"SEC. 1120. For the purpose of this part the
term"(I) 'health service organization' means
an entity operating in a rural or non-metropolitan area which"(A) provides as a minimum for all its enrollees indlrectiy or directly through its own
staff, and supporting resources or through a
medical group or groups, comprehensive
health services, to the extent the Secretary
determines such organization is able, which
are uniformly available to all its enrollees
and such additional services as may be required through other health delivery entities, for a fixed payment which"(i) is to be paid on a periodic basis without regard to the frequency, extent, or kind
of health service actually furnished to any
particular enrollee; and
"(il) is uniform for all its members, subject to rules and regula.tions regarding family
rates;
"(B) demonstrates to the satisfaction of
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the Secretary ability to assure tha.t appropriate health services are availabie and accessible to all its members promptly in a
manner which assures continuity;
"(C) has a written agreement with an area
health education, and service center for the
use of the educational and service facUlties
and programs of such center, if such a center
is located in the geographic area served by
such health service organization;
"(D) provides, to the extent the Secretary determines such health service organizatiQn is able, ongoing education for its
staff;
"(E) demonstrates to the satisfaction
of the Secretary financial responsibillty
through proof of adequate provision against
the risk of insoivency;
....., (F) is organized in such a manner (as
prescribed by regulations of the Secretary)
that assures its enrollees a substantial roie
in the making of policy for the health service
organization and provides meaningful procedures for hearing and resolving grievances
(i) between its enrollees and the health service organization (including the medical
group or groups and other health delivery
entities providing health services) and (ii)
between the medical group or groups providing health services and other employees
of the health service organization;
"(G) encourages and actively provides for
its enrollees (i) health education services
and (il) education in the appropriate use
of the heal th services provided;
"(H) has organizational arrangements
established in accordance with regulations
of the Commission on Quality Health Care
for an ongoing quality assurance program
which stresses health outcomes, and assures
that health services prOVided meet quality
standards established in accordance with
regulations of the Commission on Quality
Health Care;
"(I) prOVides in accordance with regulations of the Secretary an e1Iective procedure
for developing, compiling, evaluating, and reporting to the Secretary, data (which the
Secretary shall publish and disseminate on an
annual basis) relating to (i) the cost of its
operation, (il) the patterns of utilization of
ita services. (lil) the a vailabillty. accessibility' and acceptability of its serVices, (iv) such
other matters as the Secretary may reqUire
and discloses at least annually in a manner
acceptable to the Secretary such data to its
members and to the general public;
"(J) except for (i) out-of-area emergency
services; and (il) care reasonably valued in
excess of the first $5,000 per enrolleee. per
year assumes full financial responsiblllty
without benefit of insurance, on a prospective basis for the provision of health services
as defined in this section;
"(K) has an open enrollment period of
not less than thirty days at least once during each consecutive twelve-month period,
dUring which it accepts individuals in the
order in which they apply for enrollment;
"(L) assumes responsibility for health care
services to its enrollees twenty-four hours a
day, seven days a week as may be appropriate and for the prompt avallab1llty of such
services in emergencies;
"(M) does not refuse enrollment to or expel an enrollee for any reason concerning his
health stuatus or reqUirements for the provisions of health services;
"(N) emphasizes the use of physician'S
assistants, dental therapists, nurse practitioners, and other allied health personnel;
and
"(0) meets such other criteria inciuding
plans for providing full comprehensive health
care at a future date where the secretary
has determined such an organization was not
able to provide such health services under
paragraph (A). for its organization and operations as the Secretary may by regulation
prescribe, consistent with the proVisions of
thls title.
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"GRANTS FOR PLANNING AND FEASmILITY STUDIES
"SEC. 1121. (a) The Secretary may make
grants subject to the general provisions of
this title to public or private nonprofit
agencies, organizations. or institutions,
to assist in meeting the costs of projects for pianning or studying the feasibility of developing or expanding a health
service organization. No project may receive
more than $250,000 in grants under this section. Funds awarded under such grants shall
be avallable for expenditure by the grantee
for such period. not to exceed two years from
the date of the award, designated by the Secretary.
"(b) There are authorized to be appropriated to carry cut the provisions of this section such sums as may be necessary.
"GRANTS FOR INITIAL DEVELOPMENT COSTS

"SEC. 1122. (a) The Secretary may make
grants, subject to the general provisions of
this title, to any public or private nonprofit
entity to assist in it meeting the costs involved in a project for the initial development of a health service organization prior
to its first day of operation. No project may
receive more than $1.000.000 in grants under
this section.
"( b) Sums awarded under such grant shall
be avallable for expenditure by the grantee
for not more than two years and shall be
utilized for such purposes as may be prescribed in regulations of the Secretary including but not restricted to. (1) implementation of an enrollment campaign, (2) detalled design of an arrangement for the
health services to be provided. (3) development of administrative and internal organizational arrangements including fiscal control and fund accounting procedures and the
development of a capital financing program.
(4) recruitment of personnel and the conduct of personnel training activities. and (5)
payment of architects' and engineering fees.
"(C) There are authorized to be appropriated to carry out the provisions of this section such sums as may be necessary.
"CONSTRUCTION GRANTS
"SEC. 1123. (a) (1) The Secretary may
make grants subject to the general provisions of this title to assist any public or private nonprofit health service organization
in meeting the cost of construction of facilIties or portions thereof for ambulatory care
and capital investment for necessary transportation eqUipment to be used by It for the
provision of health services to Its enrollees.
The Secretary shall give special consideration
to applications for grants for the acquisition
or renovation of existing facilities.
"(2) Except for exceptional circumstances
in which costs up to 90 per centum of the
cost of construction may be authorized by
the Secretary, no grant under this section
for any project may exceed 75 per centuin
of the cost of construction on such project.
"(3) No project may receive more than
$2,500,000 in grants under this section.
"( b) There are authorized to be appropriated to carry out the provisions of this
section such sums as may be necessary.
"GRANTS FOR INITIAL COST OF OPERATION
"SEC. 1124. (a) Where the Secretary determines that the appUcant has made all reasonable attempts to meet his operating expenses (inclUding loans and loan guarantees), he may make grants to pubUc or
private nonprofit health service organizations to assist them in meeting operating
deficits during the initial three-year period
of their operation.
"(b) Grants under this section shall be
made only for the period beginning with the
first day of the first month for which such
grant is made and ending with the close of
three yeal's after such first day and such
grant with respect to any such organization
may not exceed 100 per centum of such op-

erating deficit for the first year after sueh
first day; 67 per centum of such 1irstyear
operating deficit for the second year after
such first day; and 33 per centum of sueh
first year operating deficit for the third year
after such day.
"(c) There are authorized to be appropriated to carry out the provisions of this
section such sums as Inay be necessary.
uCONSTRUCTION LOANS

"SEC. 1125. (a) The Secretary may make
loans subject to the general provisions of
this title to any pUblic or private nonprofit
health s~rvice organization or any pUblic or
private nonprofit agency, organization, or institution intending to become a health servIce organization to assist it in meeting the
cost of construction and facilities for ambulatory care and transportation services for
the provision of health services to its enrollees. The Secretary shall give special consideration to appllcatlons for loans for the
acquisition or renovation of existing faelllties. No loan under this section for any
project may exceed 90 per centum of the
cost of construction of such project.
"( b) There are authorized to be appropriated to carry out the provisions of this section $37.500,000 for the fiscal year ending
June 30, 1973; $50,000,000 for the fiscal year
ending June 30, 1974; $62,500,000 for the
fiscal yeal' ending June 30, 1975; $112,500,000
for the fiscal year ending June 30, 1976; and
$187,500,000 for the fiscal year ending June
30, 1977. Sums so appropriated together with
repayments of loans made under this section and any other receipts in connection
with the program under this section shall be
placed in and constitute a revolving fund
which shall be available to the Secretary for
use In maldng loans and other expenditures
in the exercise of his functions under this
section.
"LOANS FOR INITIAL COST OF OPERATION
"SEC. 1126. (a) The Secretary may make
loans SUbject to the general provisions of
this title to any pubUc or private nonprofit
health service organization to assist it in
meeting, for the period prescribed in SUbsection (b), a portion of its initial operating costs in excess of gross revenues determined under regUlations of the Secretary.
"(b) Loans under this section may be
made only for the period beginning with the
first day of the first month for which such
a loan is made and ending with the close of
three years after such first day and such
loans with respect to any project may not
exceed 60 per centum of such initial operating costs for the first year after such first
day; 40 per centum of such initial operating costs for the second year after such first
day and 20 per centum of such initial operating costs for the third year after such
first day.
"(c) There are authorized to be appropriated to carry out the provisions of this
section $2,250,000 for the fiscal year ending
June 30, 1973; $15,500,000 for tile fiscal year
ending June 30, 1974; $41,000,000 for the fiscal year ending June 30, 1975; $62,500,000
for the fiscal year ending June 30, 1976; and
$84,500,000 for the fiscal year ending June 30.
1977. Sums so appropriated together with
repayments of loans made under this section
and any other receipts in connection with
the program under this section shall be
placed in and constitute a revolving fund
which shall be avallable to the secretary for
use in making loans and other expenditures
in the exercise of his functions under this
section."
TITLE III-AREA HEALTH EDUCATION
AND SERVICE CENTERS AND GENERAL
REQUffiEMENTS
SEC. 301. The PubUc Health Service Act,
as amended by this Act, is further amended
by Inserting after part B of title XI tr,e following new parts:
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"PART e-GRANTS To ASSIST AREA HEALTH:
EDUCATION AND SERVICE CENTERS
"STATEl\lENT OF PURPOSE
"SEC. 1130. It is the purpose of this part
to-"(I) promote communication between area
health education and service oenters and
health service organizations;
"(2) provide for and encourage, the ongeing education of providers of health care
services in a designated area;
"(3) prOVide for and encourage cUnicaI
experience in a nonmetropolltan setting for
students from university health centeo;: and
"(4) encourage the utlllzation of regional
medical programs where such programs exist.
"GRANTS FOR COSTS OF DEVELOPMENT
"SEC. 1131. (a) The Secretary is authorized
to make grants to university health centers
(or to regional medical programs where they
exist) to assist in meeting the costs involved
in the development of area health education
and service centers.
"(b) Funds awarded under such grants
shall be available for expenditure by the
grantee for a maximum of two years and shall
be utlllzed for such purposes as may be prescribed in regulation by the Secretary. including but not Umited to: (1) detailed design of arid arrangements for education,
health and medical serVices, and integration
with the Institution's research and educational programs; (2) development of administrative and internal and organizational arrangements, including fiscal control and fund
accounting procedures and the development
of a capital financing program; and (3) recrUitment of personnel and conduct of personnel training actiVity.
"(c) For the purpose of carrying out the
provisions of this section, there are hereby
authorized to be appropriated $10,000.000 for
the tlscal year ending June 30, 1973; $20,000,000 for the fiscal year ending June 30, 1974;
$25,000,000 for the fiscal year ending June 30,
1975; $25,000.000 for the fiscal year ending
June 30, 1976; and $25,000,000 for the fiscal
year ending June 30, 1977.
"CONSTRUCTION OF FACILITIES
"SEC. 1132. (a) The Secretary is authorized
to make grants to university health centers
(or to regional medical programs where they
exist) to assist them in the construction and
eqUipment of educational facilities in conjunction with the development of area health
education and service centers. An award under this authority shall be made only after
the Secretary has determined that assistance
for the construction proposed has been
sought and is not available under titles I and
II of the Medical Faclllties Construction and
Modernization Amendments of 1970 and title
IX of the National Housing Act.
"(b) for the purpose of carrying out the
provisions of this section, there are authorized to be appropriated $25,000,000 for the fiscal year ending June 30, 1973; $50,000,000 for
the fiscal year ending June 30, 1974; $75,000,000 for the fiscal year ending June 30, 1975;
$75,000,000 for the fiscal year ending June 30,
1976; and $75,000,000 for the fiscal year ending June 30, 1977.
"PART D-GENERAL PaovIsIONS
"GRANTS AND LOANS

"SEC. 1140. (a) Any loan by the Secretary
shall bear interest at a rate comparable to
the current legal rate of interest prevalllng
with respect to loans which are guaranteed
under section 1141. No payment of principal
on a loan shall be required for the first five
years after such loan is made.
"(b) No such loan shall be made unless"(1) the Secretary is reasonably satisfied
that the applicant therefor wlll be able to
make payments of principal and interest
thereon when due, and
"(2) the appUcant provides the Secretary
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with reasonable assurances that there will be
available to it such additional funds as mav
be necessary to complete the project with
respect to which such loan is requested.
"(c) Any such lean shall have such security, have such maturity date, be repayable
in such installments, and be subject to such
other terms and conditions (inclUding provisions for recovery in case of default) as
the Secretary determines to be necessary to
carry out the purposes of this title while
adequately protecting the financial interests
of the United States.
"(d) No such loan shall have a term in
·excess of fifteen years.
"(e) The Secretary may, for good cause,
waive any right of recovery which he has by
reason of the failure of a public organization
to make payment and interest on a loan
under this section.
"(f) Applicants for grants and loans under this title shall submit a plan for approval
to the Secretary for the inclusion of dental
and mental health services as they become
available.
"LOAN GUARANTEES AND INTEREST SUBSIDIES

"SEC. 1141. (a) In order to assist (1) private health maintenance orgainizations,
llealth service organizations (or entities intending to become either), to carry out construction projects for ambUlatory care fa·ciUties and transportation services to be used
by it for the provision of health services to
Its members or to meet their Initial development costs (for not more than three years)
or to meet their costs of operation (for not
more than five years), (2) assist university
health centers in the development of area
health education, and service centers, and
to prOVide working capital for the operation
of such area health education and service
centers as well as to subsidize the difference
between income and operating expenditures,
the Secretary, durIng the period beginning
January I, 1973, and endIng with the close
of June 30, 1977, may, in accordance With
the provisions of this section, and sUbject
to the general provisions of this Act (A)
guarant.ee to non-Federal lenders making
loa.ns to such organizations for such purposes, payment of principal of and interest
on such loans which are approved under
this section, and (B) in the case of nonprofit
health maintenance or health service organizations, pay to the holder of such loans
(and for and on behalf of the organization
which received such loan) amounts sufficient
(not to exceed 3 per centum per annum) to
reduce the net elfective interest rate otherwise payable on such loan. No loan guarantee or Interest SUbsidy under this section
may, except under such special circumstances and under such conditions as are
prescribed by regUlations, apply to or be
made for an amount whIch, when added to
any grant or other loan under this or any
other law of the United States, is"(i) with respect to any construction, in
excess of 90 per centum of the cost of such
construction,
"(11) with respect to Initial development
costs, in excess of 90 per centum of such
costs, or
"(ill~ with respect to initial operating
costs, m excess of 90 per centum of such
costs.
No such loan guarantee may apply to more
than 90 per centum of the loss of principal
and interest on the loan.
"(b) The Secretary may not approve the
application of a health maintenance organization, health service organization. or
university health center, unless"(I) he determines. in the case of a loan
for which a guarantee or an interest subsidy
payment is sought, that the terms, conditions, maturity, security (if any), and schedule and amounts of repayments with respect
to the loan are sufficient to protect the financial interests of the United States and are

otherwise reasonable and in accord with regulations, including a determlnatic n that tl: e
rate of interest does not exceed such per
centum per annum on the principal obligation outstanding as the Secretary determines
to be reasonable, taking into account the
range of interest rates prevailing in the private market for similar loans and the risks
assumed by the United States;
"(2) the term of a loan for which a guarantee and interest subsidy is sought does Eot
exceed twenty-five years if for construction,
or fifteen years if for operating costs. or such
shorter period as the Secretary prescribes;
and
"(3) he obtains assurances that the appllcant will keep such records, and aflord such
access thereto, and make such reports, in
such form anel containing such information,
as the Secretary may reasonably require.
"(c) Guarantees of loans and interest subsidy payments under this section shall be
subject to such further terms and conditions
as the Secretary determines to be necessary
to assure that the purposes of this section
will be achieved, and, to the extent permitted by subsection (e), any of such terms
and conditions may be modified by the Secretary to the extent he determines it to be
consistent with the financial interests of the
United States.
"(d) In the case of any loan guaranteed
under this section, the United States shall
be entitled to recover from the applicant the
amount of any payments made pursuant to
such guarantee unless the Secretary, for good
cause, waives his right of recovery, and, upon
making any such payment. the United States
shall be subrogated to all of the rights c-1
the recipient of the payments with respect
to which the guarantee was made.
"(e) Any guarantee of a loan under this
section shall be incontestable in the hands
of an applicant on whose behalf such guarantee is made, and as to any person who
makes or contracts to make a loan to such
applicant in reliance thereon, except for fraud
or misrepresentation on the part of such
applicant or such other person.
.. (f) (1) There is established in the Treasury a Health Maintenance Organization and
Health Service Organization and Area Health
Education and Service Center Loan Guarantee and Interest Subsidy Fund (hereafter in
this section referred to as the 'fund') which
shall be available to the Secretary Without
fiscal year limitation, in such amounts as
may be specified from time to time in appropriation Acts (A) to enable him to discharge his responsibUlties under guarantees issued by him under this title, and
(B) for interest subsidy payments authorized by this title. There are authorized to
be appropriated from time to time such
amounts as may be necessary to prOVide the
sums reqUired by the fund. To the extent
authorized from time to time in appropriation Acts there shall be deposited in the
fund amounts received by the secretary as
interest payments or repayments of principal on loans and any other moneys, property, or assets derived by him from his operations under this title, including any
moneys derived from the sale of assets.
"(2) If at any time the moneys in the
fund are insufficient to enable the Secretary to discharge his responsiblllties under
this title to meet the obligations under
guarantees of loans under subsection (a)
or to make Interest subsidy payments on
such loans, he is authorized to issue to the
Secretary of the Treasury notes or other
obllgations in such forms and denominations, bearing such maturities, and subject
to such terms and conditions, as may be
prescribed by the Secretary with the approval of the Secretary of the Treasury.
Such notes or other obligations shall bear
interest at a rate determined by the Secretary of the Treasury, taking Into consideration the current average market yield on

outstanding marketable obligations of the
United States of comparable maturities during the month preceding the issuance of
the notes or other obligations. The Secretary of the Treasury Is authorized and directed to purchase any notes and other obligations Issued hereunder and for that purpose he Is authorized to use as a public
debt transaction the proceeds from the sale
of any securities issued under the Second
Liberty Bond Act and the purposes for
which securities may be Issued under that
Act are extended to include any purchase of
such notes and obligations. The Secretary
of the Treasury may at any time sell any
of the notes or other obligations acqUired
by him under this subsection. All redemptions, purchases, and sales by the Secretary
of the Treasury of such notes or other obligations shall be treated as pUblic debt transactions of the United States. Sums borrowed
under this subsection shall -be deposited in
the fund and redemption of such notes and
obligations shall be made by the Secretary
from such fund.
"(g) (1) The cumulative total of the principal of the loans outstanding at any time
with respect to which guarantees have been
issued under this section may not exceed
such limitations as may be specified in appropriation Acts.
" (2) In any fiscal year no loan guarantee
or agreements to make loan subsidy payments may be entered into under this title
of the making of such guarantee or the entering mto of such agreement would cause
the cumulative total of"( A) the principal of the loans guaranteed under this title in such fiscal year,
and
"(B) the principal of the loans for which
no guarantee has been made under this title
and with respect to which an agreement to
make interest subsidy payments is entered
into under this title in such fiscal year, to exceed the amount of grant funds obligated
under this Act in such fiscal year; except
that this paragraph shall not apply if the
amount of grant funds obligated under this
title In such fiscal year equals the sums appropriated for s\lch fiscal year under this
title.
iCAPPLICATION REQUmEMENTS

"SEC. 1142. (a) No grant, contract, loan,
loan guarantee, or interest subsidy may be
made under this title unless an application
therefor has been submitted to and approved
by the Secretary. Such application shall be
in such form, submitted in such manner,
and contain such information, consistent
with subsection (b) (1). as the Secretary
shall by regUlation prescribe.
.. (b) (1) An appllcation for a grant, loan,
loan guarantee, or interest subsidy under
this title shall include to such extent, in such
manner and among such other matters as
the Secretary may by regulation prescribe,
satisfactory specification of the existing or
anticipated (A) population group or groups
to be served by the existing or proposed
health m!\intenance organization or health
service organization described in the application, (B) enrollment for such organization.
(C) methods, terms, and periods for the enrollme!J,t of enrollees, (D) nature and estimated costs per enrollee of the health care
and educational services to be provided. (E)
sources of professional services, and organizational arrangements for providing health
care and educational services, (F) organizational arrangements for an ongoing quality
assurance program in conformance With
standards of the Commission on Quality
Health Care, (G) sources of prepayment and
other forms of payment for the services to be
prOVided, (H) facll1ties available for and
additional capital investments and sources of
financing therefor, required to proVide the
level and scope of services proposed, (I) administrative, managerial, and financial arrangements and capabll1ties of such organi-
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zation, (J) role for enrollees in the planning
and policymaking for such organization, (K)
grievance procedures for enrollees, staff, and
employees, and (L) eValuation or evaluations
of the support for and acceptance of such
organization by the population to be served,
the sources of operating support, and the
professional groups :;0 be involved or who
would be affected thereby. An organization
making multiple applications for assistance
under this title simultaneously or over the
course of time shall not be required to submit duplicate or redundant information but
shall be required to update the description
of the existing or proposed organization in
such manner and with such frequency as
the Secretary may by regulation prescribe.
"(2) Upon completion of assistance under
this title, the recipient of assistance shall
make a full and complete report to the Secretary, in such manner as he may by regulation prescribe. Each such report shall
inclUde, among such other matters as the
Secretary may by regUlation prescribe, descriptions of plans, developments, and operations in those areas enumerated in paragraph
(1) for specification in applications for
assistance.
"(c) A health maintenance organization,
health service organization, or university
health center receiving assistance under this
title shall submit to the Secretary as a condition of its continued assistance, satisfactory
assurances. in accordance with such regulations as the Secretary shall prescribe, including but not limited to the follOWing: (1)
financial responsibility, and (2) development
and operation consistent with the terms of
this title and the plans contained in such
organization's application or applications for
assistance.
"Cd) (1) An application for a grant or for
a loan, loan guarantee, or interest subsidy
under this title shall contain assurances
satisfactory to the Secretary that the applicant wm, in accordance With such criteria as
the Secretary shall by regulation prescribe,
enroll the maximum number of persons that
its available and potential resources (as determined under regulations of the Secretary)
wllJ enable it to effectively serve; except that
the applicant shall enroll no more than 50
per centum of its enrollee from medically
underserved areas except in rural areas as
designated by the Secretary.
"(2) No grant may be made and no loan,
loan guarantee, or interest subsidy payment
may be made under this title unless the applicant demonstrates to the satisfaction of
the Secretary that the applicant wlll or has
enrolled, and wlll maintain an enrollment of,
the maximum number of persons that is
available and potential resources (as determined under regulations of the Secretary)
will enable it to effectively serve. except that
the applicant shall enroll no more than 50
per centum of its enrollees from medically
underserved areas except in rural areas as
designated by the Secretary.
"(e) The Secretary shall have the authority after a hearing on the record to terminate
or cancel any grant, loan. loan guarantee, or
interest subsidy to any health maintenance
organization, university health center, or
health service organization which it determines is in substantial noncompliance With
any material provision of this title or after
notice from the Commission on Quality
Health Care that such organization has had
its certificate of approval suspended or
revoked.
"(f) Except for assistance under sections
1102, 1103, 1121, and 1122, no assistance shall
be available to any entity which would otherwise qualify for assistance, unless such entity submits with its application for assistance proof of compliance With the standards of the Commission on Quality of Health
Care, except that during the first two years
after the enactment of this Act, or until such

time as the standards of the Commission on
QUality Health Care are effective, which ever
is sooner, the Secretary may give assistance
under this title to an entity which would
otherwise qualify for assistance, where the
application for assistance for such entity is
accompanied by reasonable assurances that
such entity Will comply with such standards
when they become effective.
"ESTABLISHMENT OF HEALTH lIIAINTENANCE
TRUST FUND

"SEC. 1143. (a) There is established in the
Treasury a Health Maintenance Fund (hereinafter referred to as the 'fund') which shall
be avallable without fiscal year limitations
for the purpose of section 1148 of this title.
"(b) The fund shall be credited with"( 1) (A) 5 per centum of the taxes received in the Treasury under chapter 51 of
the Internal Revenue Code of 1954 (relating
to taxes on distlJ1ed spirits, wines, and beer);
and
"(B) 5 per centum of the taxes received in
the Treasury under chapter 52 of the Internal Revenue Code of 1954 (relating to taxes
on tobacco, cigars, cigarettes, and cigarette
papers and tubes);
"(2) interest or other receipts on investments of the fund;
"(3) such amounts as may be appropriated
for the fund;
"(4) such amounts as may be advanced to
the fund out of appropriations; and
" (5) receipts from any other source.
"(b) In the case of the taxes described
In paragraph (1) of subsection (a), amounts
received during the calendar year dUring
which this Act is enacted shall be taken into
account only to the extent attributable to
liability for tax incurred after the date of
enactment of this Act.
"TREASURY BORROWING

"SEC. 1144. To carry out the purposes of the
Health Maintenance Fund (established under
section 1143), the Secretary of Health, Education, and Welfare is authorized to issue to
the Secretary of the Treasury notes or other
obligations in an annual amount of not to
exceed $500,000,000, in such forms and
denomination, bearing such maturities, and
SUbject to such terms and conditions, as may
be prescribed by the Secretary of the Treasury. Such notes or other obligations shall
bear interest at a rate determined by the
Secretary of the Treasury, taking into consideration the current average market yield
on outstanding marketable obligations of the
United States of comparable maturities during the month preceding the issuance of the
notes or other obligations. The Secretary of
the Treasury is authorized and directed to
purchase any notes and other obligations issued hereunder and for that purpose he is
authorized to use as a public debt transaction
the proceeds from the sale of any securities
issued under the Second Liberty Bond Act
and the purpose for which securities may be
issued are extended to include any purchase
of such notes and obligations. The Secretary
of the Treasury may at any time sell any of
the notes or other obligations acquired by
him under this subsection. All redemptions,
purchases, and sales by the Secretary of the
Treasury of such notes or other obligations
shall be treated as pUblic debt transactions
of the United States.
"EFFECT ON STATE LAW

"SEC. 1145. (a) Notwithstanding any provisions of State law which"(I) require approval of a health maintenance organization or health service organization by a medical soc'ety;
"(2) require that physicians constitute all
or a majority of the governing body of a
health maintenance organization or health
service organization;
"(3) require that all physicians or a percentage of physicians in the local medical
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society be permitted to participate in renderin the services of the organization;
"(4) require that such organlzation submit.
trJ regUlations as an insurer of health care
services;
"(5) requlre that only unincorporated individuals or associations or partnerships may
prOVide health care services;
"(6) prohibit advertising by a professional
group for recruitment of enrollees; or
"(7) impose requirements or restrictions
on a health maintenance organization or
health service organization in a manner, determined by the Secretary, to be incompatible with this title,
a health maintenance organization, a health
service organization (as defined in this title),
or other providers of health care receiving
Quality Health Care Initiative Awards under
this title, which otherwise conforms with
the laws for incorporation and laws for licensing of physicians, osteopaths, and dentists in such State shall be allowed to provide
health care services in such State in accordance with the provisions of this title.
"QUALITY HEALTH CARE INITIATIVE AWARDS

"SEC. 1146. (a) Every provider of health
care which is certified by the Commission on
Quality Health Care as maintaining quality
control· standards in compliance with the
standards set by the Commission on Quality
Health Care shall be entitled to an annual
payment In an amount equal to 2 per centum
of the gross revenues of such provider attributable to the delivery of health care
services in order to defray expenses associated
with such compliance. Any provider of health
care, whether or not SUbject to the provisions
of this Act, may apply to the Commission for
certification of compliance under section
1202(a) (4).
"(b) There are authorized to be appropriated for the purposes of this section $1000,000 for the fiscal year ending June 30,
1973; $10,000,000 for the fiscal year ending
June 30, 1974; $50,000,000 for the fiscal year
ending June 30, 1975; $100,000,000 for the
fiscal year ending June 30, 1976; and $200,000,000 for the fiscal year ending June 30,
1977.
"CONSUMER PRIORITY

"SEC. 1147. In making grants, loans, and
loan guarantees under this title the Secretary shall give priority to those applicants
whose policymaking body is composed of a
majority of persons who are consumers of its
services.
"CAPITATION
GRANTS
TO
ENABLE
HEALTH
MAINTENANCE ORGANIZATIONS AND HEALTH
SERVICE ORGANIZATIONS TO SERVE ALL PERSONS

"SEC. 1148. (a) The Secretary shall make
annual grants to health maintenance organizations or health service organizations
serving persons who cannot meet the expenEes of such organizations' premiums. The
amount of such annual grants shall be equal
to the difference between the maximum
amount (as determined by t.he Secretary)
an enrollee could reasonably oe expected to
pay toward the health maintenance or ~ealth
service organization premium and the premium for membership enrollment in such
health maintenance or health servke organization for each such person enrolled.
"(b) In determining the amount an enrollee should pay toward the premium, the
Secretary shall consider all EOur/~es (including public sources) of income available to
each such enrollee.
"(c) Grants under this section shall nut
exceed 25 per centum of the total premium
receipts for such health maintenance or
health service organization for the next preceding year.
"(d) Grants under this section shall be
made in accordance with rules and regulations promUlgated by the Secretary from the
Health Maintenance Trust Fund established
under this ·tltle.
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"SERVICES FOR INDIANS

"SEC. 1149. (a) The Secretary is authorized
(with the consent of the Indian people
served) to contract with health maintenance
organizations or health service organizations
or other non-Federai health agencies or organizations for the provision of health services
to such people on a prepaid :Jasis.
"(b) There are authorized to be appropriated for the purposes of this section $10,000.000 for the fiscal year ending June 30,
1973; $15,000,000 for the fiscal year ending
June 30, 1974; $20,000,000 for the fiscai year
ending June 30, 1975; $25,000,000 for the
fiscal year ending June 30, 1976; and $30,000,000 for the fiscal year ending June 30, 1977.
ItpAYMENT OF GRANTS

"SEC. 1150. The amount of any grant under this title shall be determined by the
Secretary. Payments under such grants may
be made in advanc~ or by way of reImbursement and at such intervals and on such conditions as the Secretary finds necessary.
"PROHIBrrION ON TRANSFER OF FUNDS

"SEC. 1151. (a) No funds appropriated pursuant to any of the preceding sections of
this title shall be avallable for any purposes
other than the purposes of the program authorized by the particular section pursuant
to which such funds are appropriated.
"(b) No funds, except those appropriated
under this title, shall be used for the purposes of carrying out the provisions of this
title.
"(c) Only funds appropriated under titles
IX and XI of the Public Health Service Act
shall be used to initially develop, construct,
and initially operate a health maintenance
organization, health service organization,
and any other entity that provides, either
directly or indirectly through arrangements
with others, health care to a defined popUlation on a prepaid basis.".
TITLE IV-eOMMISSION ON QUALITY
HEALTH CARE
SHORT TrrLE

SEC. 401. This title shall be known as the
"COmmission on Quality Health Care Act of
1972".
STATEMENT OF PURPOSE

SEC. 402. It is the purpose of this title to
promote the quality of health care in the
United States by establishing a Commission
on QuaUty Health Care to develop, establish,
and encourage parameters and standards for
quality health care.
SEC. 403. The Public Health Service Act.
as amended by this Act, is further amended
by inserting after title XI the following new
title:
"TITLE XII-eOMMISSION ON QUALITY
HEALTH CARE
"PART A-COMMISSION ON QUALrrY HEALTH
CARE
"ESTABLISHMENT OF COMMISSION

"SEC. 1202. (a) There is hereby established
(as an independent agency in the executive
branch) a Commission on Quality Health
Care.
"(b) The Commission sball be composed
of five members to be appointed by the President by and with the advice and consent of
the Senate from among individuals who by
virtue of their service, experience, or education are especially qualified to serve on the
Commission. In making such appointments
the President shall appoint individUals who
are representative of the health care delivery
industry, private organizations engaged in
developing health care quality standards
which may be applicable on a national basis,
and consumers not related to the delivery of
health care. The terms of office of each member of the Commission shall be five years except that"(1) the members first appointed shall
serve, as designated by the President, one for
a term of one year, one for a term of two

years, one for a term of three years, one for
a term of four years, and one for a term of
five years;
"(2) any member appointed to fill a vacancy shall serve for the remainder of the
term for Which his predecessor was appointed; and
"(3) a member shall be eligible for reappointment for one additional term.
"(C) The President shall designate one of
the members to serve as Chairman and one
to serve as Vice Chairman of the Commission.
" (d) Any vacancy in the Commission shall
not effect its powers and three members of
the Commission shall constitute a quorum.
"(e) At anyone time there shall be no less
than two members of the Commission who
are consumers not related to the delivery of
health care.
"DUTIES OF THE COMMISSION

"SEC. 1202. (a) The Commlsslon shall" (1) conduct necessary investigations and
stUdies intended to develop appropriate
quallty health care standards;
"(2) establish not later than two years
after the enactment of this Act appropriate
quality health care standards which shall include but not be restricted to inputs, processes, and outcomes;
"(3) prescribe quallty control systems for
health maintenance organizations, health
service organizations, and other prOViders of
health care subject to the provisions of this
Act which shall be designed ~
"(A) improve as well as assess the quality
of medical care;
"(B) evaluate the Inputs, processes, uti11zation characteristics, and outcomes of health
care as related to individuals and population
groups, and establlsh relationships between
inputs, processes, and outcomes;
"(C) concentrate on those lllnesses which
have relatively high incidence in the population and which are particularly influenced
by medical treatment, rather than on unusual lllnesses or conditions whose course is
llttle Influenced by therapy;
"(4) issue certificates of compliance to
providers of health care certifying that such
provider Is in compliance with the standards
promUlgated under paragraph (2) of this
section;
"(5) after a hearing on the record, revoke
or suspend such certificate, Where it determines that a provider of health care is not
in compliance with such standards;
"(6) monitor biannual reports by health
care providers covered by this Act for the
purpose of assuring that the performance of
such health care providers is ·in conformance
with promUlgated standards;
"(7) conduct a program of research and
development which shall have the objectives
of"(A) improvement of the technology of
assessing the quality of health care with
emphasis on the outcomes of health care;
"(B) assessing and comparing the quality
of medical care provided under different delivery system arrangements;
"( C) analyzing the effects of providing information to consumers and Improvement in
the methods of Information dissemination;
and
"(D) analyzing the Impact of the quality
assurance program upon the quality of health
care for the American people;
"(8) collect, summarize, and distribute Information regarding the impact of medical
services and the health status of the population of the United States;
"(9) provide technical assistance to providers of health care in the development of
quality control programs; and
"( 10) stUdy the leveis, costs, and quality of
health care under health care programs of
the Federal Government;
"(11) administer the insurance program
established under part B of this title; and

"(12) annually report to the Congress on
the conduct of activities under this Act (including results of studies conducted under
paragraph (9)) together with such recommendations for additional legislation as the
Commission may determine appropriate.
"(b) In developing quality health care
standards, the Commission shall consider
existing State regulations, such standards as
are in effect for Federal health agencies, and
analyze the results of the insurance programs
under part B of this title.
"ADMINISTRATIVE POWERS

"SEC. 1203. (a) In order to carry out the
proviSions of this Act the Commission is
authorized to-"(I) appoint and fix the compensation of
personnel of the Commission in accordance
with the provisions of title 5, United States
Code;
"(2) make, promUlgate, Issue, rescind, and
amend rules and regulations as may be necessary to carry out the functions vested in the
Commission and delegate authority to any
officer or employee;
"(3) acquire (by purchase, lease, condemnation, or otherwise), construct, improve,
repair, operate, and maintain, research and
other necessary facll1tles and eqUipment, and
related accommodations as may be necessary,
and such other real or personal property
inclUding patents} as the Commission demns
necessary; to acquire by lease or otherwise
through the Administrator of General Services, bUildings or parts of buildings in the
District of Columbia or communities located
adjacent to the District of Columbia for the
use of the Commission for a period not to
exceed ten years without regard to the Act
of March 3, 1877 (40 U.S.C. 34);
"(4) employ experts and consultants in
accordance with section 3109 of title 5,
United States Code;
"(5) appoint one or more advisory committees composed of such private citizens
and officials of Federal, state, and local governments as it deems desirable, to advise it
with respect to his functions under this Act;
"(6) ut11ize, with their consent, the services, equipment, personnel, information, and
facilities of other Federal, State, and local
public agencies with or without reimbursement therefor;
(7) accept voluntary and uncompensated
services, notwithstanding the provisions of
section 665(b) of title 31, United States
Code;
"(8) accept unconditional gifts or donations of services, money or property, real,
personal, or mixed, tangible or intangible;
and
"(9) take such actions as may be required
for the accomplishment of the objectives of
the Commission.
"(b) Upon request made by the Commission each Federal agency Is authorized and
directed to make its services, equipment, personnel, faci11ties, and information (including
suggestions, estimates, and statistics) available to the greatest practicable extent consistent with other laws to the Commission
in the performance of its functions with or
without reimbursement.
"(c) Each member of a committee appointed pursuant to paragraph (5) of subsection (a) of this section who is not an
officer or employee of the Federal Government
shall receive an amount equal to the maximum dally rate preSCribed for G6-18 under
section 5332 of title 5, United States Code,
for each day he is engaged in the actual
performance of his duties (including traveltime) as a member of a committee. All members shall be reimbursed for travel, subsistence, and necessary expenses incurred in the
performance of their duties.
"(d) The Chairman shall be the Chief
Executive and the Administrative Officer of
the Commlssion and shall exercise the re-

7982

CONGRESSIONAL RECORD - SENATE

sponsiblllty of the Commission with respect
to"(I) the appointl11.ent and supervision of
personnel employed by the Commission;
"(2) the distribution of jobs among the
personnel of the Commission; and
"(3) the use and expendituri! of funds.
"COMPENSATIO~

"SEC. 1204. (a) Section 5314 of title 5,
United States Code, Is amended by adding
at the end thereof the following new paragraph:
" '( 58.) Chairman, Quality Health Care
Commission'.
H(b) Section 5315 of title 5, United States
Code, is amended by adding at the end
thereof the following new paragraph:
" '( 95) Members, Quality Health Care
Commission (4)'.
"APPLICABILITY

OF

STANDARDS

"SEC. 1205. (a) Except as prOVided in subsection (d), this Act applies to any provider.
receiving any assistance under title XI of the
Public Health Service Act or insurance coverage under part B of this title.
"(b) Any prOVider covered under this Act
may apply to the Commission for a temporary
order granting a variance from a standard or
any provision thereof promulgated under
section 1202 of this Act. Such temporary order shall be granted only if the provider files
an application which establishes that-"( 1) the prOVider is unable to comply with
a standard by its effective date because of unavailability of professional or technical personnel or of materials and equipment needed
to come to compliance with the standard or
because necessary construction, alteration or
modernization of faclllties cannot be completed by its effective date; and
"2) the provider has an effective program
for coming into compliance with the standards as qUickly as possible with adequate
interim safeguards for the protection of consumers of health care.
"(c) The Commission is authorized to
grant a variance from any standard or portion thereof whenever it determines or the
Secretary of Health, Education, and Welfare certifies that such a variance is necessary to permit a provider to participate in
a project approved by him designed to validate new and improved techniques of health
care delivery systems.
"REPORTS AND MAINTENANCE OF RECORDS

"SEC. 1206. (a) Each provider, CO'lered under this Act, shall make, keep, and preserve,
and make available to the Commission and
the Secretary of Health, Education, and
Welfare, such records regarding actiVities
governed by this Act as the CommiSSion, in
cooperation with the Secretary of Health,
Education, and Welfare, shall prescribe.
"(b) Each provider shall report to the
Commission on a monthly basis its activities
including but limited to"( I) gross utlllzation aggregates;
"(2) disenrollment rates; and
"(3) overall monthly rates.
-"(c) The Commission shall prescribe rules
and regulations as may be necessary with regard to inspection of the records and facll!ties of a prOVider.
"DISCLOSURE TO CONSUMERS OF HEALTH CARE
SERVICES

"SEC. 1207. (a) A description of any health
care benefit plan covered by this Act shall be
published as reqUired herein within ninety
days after the establishment of such plan or
when such plan becomes subjected to this
Act.
"(b) A description of the plan shall be
comprehensive and shall inclUde, in a manner calculated to be understood by the average enrollee, the following:
"( 1) fees and prices;
"(2) benefits and sen'ices of benefit packages;
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"(3) accessiblllty and availablllty of services including the location of the facilities,
equipment available, hours of operation,
practitioners by type and location, and
amenities;
"(4) the name and type of administration
of the plan; and
"(5) a statement of certification by the
Commission.
"(d) 'The Commission shall monitor the
provision of information by providers of care
as reqUired by this section. In any case in
which information is disclosed or disseminated under this Act and is subsequently
found to be inSUfficient, inaccurate, or inaccurately disseminated the Director shall take
such action as is necessary to assure a fUll retraction of the inaccurate information together with a statement of new data in a
manner similar to the initial disclosure or
dissemination of such information.
"(e) 'The disclosure must also include procedures to be followed in presenting claims
for benefits under the plan and the remedies
available under the plan for the redress of
claims which are denied in whole or in part.
"(f) Every prOVider shall furnish a copy of
the plan description (including amendments
or modifications thereto) described in subsection (b), to every enrollee upon his enrollment in the plan, and cause the same to be
pUblished, in a manner prescribed by the
Commission, to the general public.

conviction be punished by a fine of not more
than $10,000 or by imprisonment of not more
than six months or by both.
"( d) Civil penalties owed under this Act
shall be paid to the Secretary for a deposit
into the Treasury of the United States and
shall accrue to the United States and may be
recovered in a civil action in the name of the
United States or in the United States District Court for the district where the violation is alleged to have occurred or where the
provider has its principal office.

"TRANSFER OF FUNCTIONS

"SEC. 1211. There are authorized to be
appropriated to carry out the purposes of
this part, such sums as may be necessary.

"SEC. 1208. (a) There are hereby transferred to the Quality Health Care Commission from tlle Department of Health, Education, and Welfare the function, records, property, personnel, and funds of the National
Center for Health Statistics.
"(b) Within one hundred and eighty days
of the effective date of this Act the President
may transfer to the Commission any functions not transferred to the Commission by
this Act, if he determines that such functions
relate primarily to functions of the Commission under this Act.
"PENALTIES

"SEC. 1209. (a) (1) Whenever the Commission after reasonable notice and opportunity
for hearing to the provider finds that the
provider is no longer complying with the
standards promUlgated under section 1202,
the Commission shall notify the prOVider,
and the Secretary of Health, Education, and
Welfare that such provider shall be ineligible
to participate in grants, loans, loan guarantees, Or interest subsidies under title XI
of the Public Health Service Act and that the
certificate of approval has been suspended
unt!! such time as the provider is found to
be in compliance with the standards promUlgated under section 1202.
"(2) Providers of health care, who have
had their certificate suspended for a period,
which the Commission determines to be unreasonable, without complying with standards promulgated under section 1202, shall
have their certificate revoked and shall be
liable for the repayment of part or all
amounts received under title XI of the Public Health Service Act.
"(3) The Commission is authorized to
make arrangements with prOViders of health
care who have had their certificates revoked,
for reimbursement of amounts received under title XI of the Public Health Service Act,
Including deferred payments on such tl!rms
and for such periods as are deemed equitable
and appropriate.
"(b) Any provider who Willfully or repeatedly violates the requirements of section
1207 (concerning disclosure) may be assessed a civil penalty of not more than $10,000 for each such violation.
"(c) Any person who knowingly makes any
false statement, representation, or certification on any appllcation, record, report, plan
or other document filed or required to be
maintained pursuant to this Act shall upon

"ARBITRATION

"SEC. 1210. (a) A provider of health care
that possesses a valid certificate of compli.
ance issued under section 1202 (a) (4) may
enter into a program for the equitable and
expeditious handling of malpractice claims
Which may arise out of care and treatment
of patients. Such programs shall be based
upon the agreements of the patients of such
provider to submit all such claims to binding
arbitration in order to gain the benefits of
such program for patients and providers.
"(b) An agreement to submit to binding
arbitration under subsection (a) must be
valid in the jurisdiction in which such agreement is made and shall prOVide for the selection of arbitrators in accordance With rules
and regulations promUlgated by the Commission.
"AUTHORIZATION OF APPROPRIATIONS

ffDEFINITIONS

"SEC. .1212. For the purposes of this Act,
the term"(1) 'input measure' means assessment
based on the qualifications of personnel.
facilities, and equipment permitted to provide medical care;
"(2) 'process measure' measure assessment
based upon the conformance of medical
decisions and actions taken in actual episodes of care to some defined standards cf
medical practice;
"(3) 'utllization characteristics' means
those characteristics giving information con·
cerning the rates of usage of components of
the health care system such as the length
of hospital stays, the number of doctorpatient contacts, the number of hospital
admissions in a year;
"( 4) 'outcome measure' means assessment
of care based upon health of patients during and partiCUlarly at the conclusion of
episodes of care. Standards for clinical :mtcome should be based solely on the results
of health care;
"(5) 'popUlation outcome measure' means
assessment based on (but not limited to)
morbidity, disability, Rnd mortality rates in
a defined population;
" (6) 'Commission means the Commission
on Quallty Health Care; and
"(7) 'insurance program' means the Federal Medical Malpractice Insurance Program
established under part B of this title.
"PART B-FEDERAL MEDICAL MALPRACTICE
INSURANCE
"PROGRAM ESTABLISHED

"SEC. 1220. There is hereby established an
insurance program to be known as the Federal Medical Malpractice Insurance Program
which shall be administered by the Commission.
"SCOPE OF PROGRAM

"SEC. 1221. In carrying out the insurance
program, the Commission shall make insurance available to providers of health care to
cover liability for medical malpractice
arbitration awards.
"CONDITIONS OF INSURANCE

"SEC. 1222. The insurance program shall
insure only those providers of health care
who-

March 13, 1972

7983

CONGRESSIONAL RECORD-SENATE

"TREASURY BORROWING AUTHORITY
"SEC. 1225. (a) The Commission is authorized to issue to the Secretary of the Treasury from time to time and have outstanding
at ony one time, in an amount not exceeding
$500,000,000 (Or such greater amount as may
be approved by the President), notes or other
obligations in such forms and denominations, bearing such maturities, and SUbject
to such terms and conditions as may be prescribed by the Commission, with the approval of the Secretary of the Treasury.
Such notes or other obligations shall bear
interest at a rate determined by the Secretary of the Treasury, taking into consideration the current average market yield on the
outstanding marketable obilgations of the
United States of comparable maturities during the month preceding the Issuance of such
notes or other obligations. The Secretary of
the Treasury is authorized and directed to
purchase any notes and other obligations to
be issued under this subsection, and for such
purpose he is authorized to use as a public
debt transaction the proceeds from the sale
of any securities issued under the Second
Liberty Bond Act, as amended, and the purposes for which securities may be issued
under such Act, as amended, are extended to
include any purchases of such notes and
obligations. The Secretary of the Treasury
may at any time sell any of the notes or
other obligations acquired by him under
this section. All redemptions, purchases, and
sales by the secretary of the Treasury of such
notes or other obligations shall be treated as
public debt transactions of the United States.
"(b) Any funds borrowed by the Commission under this authority shall, from
time to time, be deposited in the Medical
Malpractice Insurance Fund established under section 1226.
"MEDICAL MALPRACTICE INSURANCE FUND
"SEC. 1226. (a) To carry out the medical
malpractice insurance program authorized by
this Act, the Commission is authorized to
establish in the Treasury of the United States
a Medical Malpractice Insurance Fund which
shall be aVailable, without fiscal year limitation"( 1) to repay to the Secretary of the Treasury such sums as may be borrowed from him
(together with Interest) in accordance with
the authority provided in section 1225 of this
title; and
"(2) to pay such administrative expenses
(or portion of such expenses) of carrying out
the insurance program as he may deem necessary; ane}
" (3) to pay claims and other expenses and
costs of the insurance program (inclUding
any premium equalization payments and reinsurance clalms) , as the Commission deems
necessary.
"(b) The fund shall be credited with"(I) such funds borrowed in accordance
with the authority prOVided in section 1225
of this Act as may from time to time be
deposited in the fund;
"(2) such amounts as may be advanced to
the fund from appropriations in order to
maintain the fund In an operative condition
adequate to meet its liabilities;
"(3) interest which may be earned on investments of the fund pursuant to subsection (c);
"(4) such sums as are required to be paid
to the Commission under section 1224(c);
and
"(5) receipts from any other operations
under this Act which may be credited to the
fund.
"( c) If, after all outstanding o?ilgations
ha\'e been Ilquidated. the CommiSSIon determines
that the moneys of the fund are in
(a) (1) (B),
a sum equal to such amount shall be paid excess of current needs. he may request the
to the Secretary, and he shall deposit such investment of such amounts as he deems
sum in the fund authorized under section adVisable by the Secretary of the Treasury in
obligations issued or guaranteed by the
1226.

"(I) possess a valld certificate of compUance under section 1202(a) (4); and
"(2) have valld agreements with their
patients to submit all medical malpractice
claims to binding arbitration in accordance
with section 1210.
"ESTIMATES OF PREMIUM RATES
"SEC. 1223. (a) The Commission is authorized to undertake and carry out such studies
and investigations arid receive or exchange
such information as may be necessary to estimate on an area, subdivision, or other appropriate basis"(1) the risk premium rates for medical
malpractice insurance-"(A) based on consideration of the risk
involved and accepted actuarial principles,
and
"(B) including"(i) applicable operating costs and allowances which, in Its discretion, should
properly be reflected In those rates, and
"(II) any administrative expenses (or portion of such expenses) of carrying out the
medical malpractice Insurance program
which shoUld properly be reflected In such
rates, that would be required in order to
make such insurance available on an actuarial basis for which Insurance coverage
shall be available, and
"(2) the rates, if less than the rates estimated under paragraph (1) which would
encourage prospective purchasers of such Insurance to purchase medical malpractice Insurance, and would be consistent with the
purposes of this title.
"(b) In carrying out subsection (a), the
Commission shall, to the maximum extent
feasible and on a reimbursement basIs,
ut1lize the services of other Federal departments or agencies, and for such purposes,
may enter into contracts or other appropriate arrangements with any person.
"ESTABLISHMENT OF CHARGEABLE PREMIUM
RATES
"SEC. 1224. (a) On the basis of estimates
made under section 1223 and such other information as may be necessary, the Commission from time to time shall, by order prescribe"(1) chargeable premium rates for any
provider of health care for which Insurance
coverage shall be available under this title,
and
"(2) the terms and conditions under which
and areas (including subdivisions thereof)
within which such rates shall apply.
"(b) Such rates shall, insofar as practicable, be"(1) based on a consideration of the respective risks involved,
"(2) adequate, on the basis of accepted
actuarial principles, to provide reserves for
anticipated losses, or, if less than such
amount, consistent with the objective of
making medical malpractice Insurance avallable, at reasonable rates so as to encourage
prospective insureds to purchase such insurance, and
"(3) stated so as to refiect the basis for
such rates, including the differences (if any)
between the estimated risk premium rates
under paragraph (1) of section 1223 (a) , and
the estimated rates under paragraph (2) of
such section.
"(c) If any chargeable premium rate prescribed under this section"(1) is at a rate which is not less than
the estimated risk premium rate under section 1223(a) (1), and
"(2) includes any amount for administrative expenses of carrying out the earthquake insurance programs which have been
estimated under clause (il) of section 1223

Treasury in obligations issued or guaranteed
by the United States.
"PAYMENT OF CLAnIs
"SEC. 1227. The Commission Is authoriz.ed
to issue orders establ1shing the general
method or methods by which proved and approved claims for losses may be adjusted and
paid for any damage to or loss of property
which Is covered by medical malpractice insurance made available under the provisions
of this Act.
"PARTIES

"SEC. 1228. (a) Where the provider of
health care is insured under the insurance
program, it shall be the responsibllity of the
Commission to represent the insured in an
arbitration proceeding to determine l1abll1ty
and damages for medical malpractice.
"(b) The Commission shall not have the
right of subrogation against any provider of
health care for which it has paid an arbitration award."
TECHNICAL AMENDMENTS
SEC. 404. (a) Section 1 of the PUblic Health
Service Act is amended by striking out "titles
I to X" and Inserting in lieu thereof "titles
I, II, and XIII".
.
(b) The Act of July 1. 1944 (58 Stat. 682)
Is further amended by renumbering title XI
(as in effect prior to the date of enactment
of this Act) as title XIII and by renumbering sections 11 01 through 11 1'4 (as in effect
prior to such date) and references thereto
sections 1301 through 1314 respectively.
TITLE V-AMENDMENTS TO THE PUBLIC
HEALTH SERVICE ACT AND THE MENTAL RETARDATION FACILITIES AND
COMMUNITY MENTAL HEALTH CENTERS CONSTRUCTION ACT TO IMPROVE AVAILABILITY AND DISTRIBUTION OF HEALTH SERVICES
PART A-AMENDMENTS TO THE PUBLIC HEALTH
SERVICE ACT
STATEMENT OF PURPOSE
SEC. 501. Purpose of this title(1) to strengthen the Nation's resources
of health personnel and faciUties and Its system of delivery of health services in order
to enable the providers of health services to
meet the demands on them and to that end
to-(A) expand and intensify the health planning processes throughout the United States
vrlth primary emphasis on preparation of
the health delivery system to meet Increased
demands, and
(B) provide financial and other assistance
in (I) alleviating shortages and maldistributlon of health personnel and facUlties in
order to Increase the supply of services, and
(11) ImprOVing the organization of health
services in order to Increase their accesslbiUty and effective delivery; and
(2) to reenforce the operation of the
health programs under the Public Health
Service Act and the Mental Retardation Facilities and Community Mental Health Centers Construction Act of 1963, as amended
(77 Stat. 282) as a mechanism for the continuing distribution of health personnel and
faciUties and the organization of health services to that end to-(A) coordinate the health planning processes throughout the United States with a
view to the continuing development of plans
for maximizing the capabiUties for the effective delivery of health services, and
(B) assist in meeting those costs of improvement of health personnel, faciUtles,
and organization that are not met from other
sources of pUblic or private assistance.
PLANNING
SEC. 502. (a) Section 314 of the Public
Health Service Act is amended by adding at
the end thereof the following new subsection:
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"(h) In consultation With comprehensive
health planning agencies approved under
subsections (a) and (b), and with Regional
Medical Programs and other health planning
agencies, the secretary shall promote and
support, and as necessary shall conduct within the Department of Health, Education, and
Welfare, a continuous process of health service planning for the purpose of improving
the supply and distribution of health personnel and facilities and the organization of
health services. Except for planning with
respect to the national supply of professional
health personnel, the planning shall proceed primarily on a State-by-State basis but
without excluding more particularized planning for portions of States, for metropolitan
or interstate areas, or with respect to health
faclllties, health manpower development, or
other particular aspects of health care. If a
State comprehensive health planning agency
does not undertake and carry out the responsibility for utilizing and coordinating all
health planning activities within the State
(including coordination with planning for
interstate areas), and for coordinating health
planning in related fields, the Secretary shall
assume the responsiblllty for coordinating
such planning actiVities Within the State.
Planning pursuant to this subsection shall
give first consideration to identification of
the most acute shortages and maldistributions of health personnel and faclllties and
the most serious deficiencies in the organization for delivery of health services, and to
developing means for the speedy alleviation
of these shortcomings. Thereafter, It shall be
directed to the continuing development of
plans for maximizing capablllties for the
elfectlve delivery of health services."
(b) Section 314(a)(I) of such Act is
amended by striking out the second sentence
and inserting in lieu thereof the following:
"There are authorized to be appropriated
such sums as a~e necessary to carry out the
provisions of this section."
(c) Paragraph (1) (A) of section 314(b) of
such Act is amended by striking out the last
sentence and inserting in lieu thereof the
following: "There are authorized to be appropriated such sums as are necessary to
carry out the provisions of this section."
(d) Section 314(c) of such Act is amended
by striking the second sentence and inserting in lieu thereof: "There are authorized to
be appropriated for this section such sums
as may be necessary."
(e) Section 314(d) (1) of such Act is
amended by striking out the first sentence
and inserting in lieu thereof the folloWing:
"There are authorized to be appropriated
such sums as are necessary to carry out the
provisions of this section to enable the Secretary to make grants to State health or
mental health authorities and to assist the
States in establishing and maintaining adequate pUblic health services including training of personnel for State and local health
work."
(f) Section 314(e) of such Act is amended
by striking out the first sentence and Inserting in lieu thereof the follOWing: "There are
authorized to be appropriated such sums as
are necessary to carry out the provisiON
of this section for grants to any public or
nonprofit agency, Institution, or organization
to cover part of the cost (Including equity
requirements and amortizations of loans on
fac1l1ties acquired from the Office of Economic Opportunity or construction in connection With any program or project transferred from the Office of Economic Opportunity) of" (1) providing services (ineluding related
tralnlng) to meet health needs of geographic
scope or of specialized regional or national
significance; or
"(2) developing and supporting for an initial period new programs of health service
(inclUding relat.ed training)."

(g) section 314 of such Act, as amended
by this Act, Is further amended by redesignating subsection (g) as subsection (i) and
inserting in lieu thereof the following:
"APPROVAL OF NEW CONSTRUCTION

"(g) Assistance under parts A, B, and 0
of title VI of this Act shall be made only
after the Secretary receives comments from
(A) each appropriate State comprehensive
health planning agency (designated under
subsection (a) of this section), (B) each appropriate areawide comprehensive health
planning agency (designated under subsection (b) of this section), and (0) each appropriate regional medical program (under
title IX of this Act), approving such projects....
EXTENSION OF AUTHORITY RELATING TO HEALTH
FACILITIES AND SERVICES

SEC. 503. section 304(c) (1) of the Publlc
Health Service Act is amended to read as
follows: "There are authorized to b.e appropriated such sums as are necessary to carry
out the provisions of this section....
EXTENSION OF ASSiSTANCE UNDER TITLE VI OF
THE PUBLIC HEALTH SERVICE ACT

SEC. 504. Section 601 of such Act Is amended to read as follows:
"SEC. 601. (a) (1) There are authorized to
be appropriated such sums as are necessary
for grants for the construction of public or
other nonprofit facll1ties for long-term
care.
"(2) There are authorlzed to b.e appropriated such sums as are necessary for grants
for the construction of public or other nonprofit outpatient fac11lties.
"(3) There are authorized to be appropriated such sums as are necessary for grants
for the construction of public or other nonprofit rehabilltation facUlties.
"(b) For grants for the construction of
pUblic or other nonprofit hospitals and public health centers there are authorized to
be appropriated such sums as are necessary.
"(c) For grants for modernization of faclIities referred to in paragraphs (a) and (b)
there are authorized to be appropriated such
sums as are necessary to carry out the provisions of this section."
EXTENSION OF LOAN GUARANTEES AND LOANS
FOR MODERNIZATION AND CONSTRUCTION OF
HOSPITAL AND OTHER MEDICAL FACILITlTES

SEC. 505. (a) (1) Section 621(a) (1) of the
Publlc Health Service Act is amended by
striking out the phrase "during the period
July 1, 1970, through June 30, 1973,".
(2) Paragraph (2) of such section is
amended by striking out the phrase "during
the period July I, 1970, through June 30,
1973,".
(b) Section 622(b) of the Publlc Health
Service Act is amended by striking out the
phrase "ending before July I, 1973".
(c) Section 631 of the Public Health Service Act Is amended by striking out "$20.000,000 each for the fiscal year ending June 30,
1971, and the next two fiscal years." and inserting in lieu thereof "such sums as may be
necessary.",
STATE ALLOTMENTS

SEC. 506. Section 602(a) of the Public
Health Service Act is amended to read as
follows:
"SEC. 602. (a) (1) For each fiscal year beginning after June 30, 1973, the Secretary
shall make allotments to each State from
the sums appropriated under subparagraph
(1), (2), or (3) of paragraph (a) or under
subsection (b) of section 601 for grants for
construction of respectively"(A) publlc or other nonprofit facilities
for long-term care,
"(B) public or other nonprofit outpatient
facilities,
"(0) public or other nonprofit rehabllitatlon faclllties, and
"(D) publ1c or other nonprofit hospitals

and publlc health centers. Each allotment
shall be made on the basis of the population,
the financial need, and the extent of the need
for construction of facilltles for which grants
from the allotment are to be made of the
respective States.
"(2) For each fiscal year beginning after
June 30, 1973, the Secretary shall, in a~cord
ance with regulations, make allotments
among the States for grants for modernization of the facillties referred to In section
601. Such allotments shall be made from the
sums appropriated under paragraph (c) of
section 601 and shall be made among the
States on the basis of the population, the
financial need, and the extent of the need for
modernization of such faclllties of the respective States.
"(3) ! f -

"(A) the allotment for any State under
paragraphs (1) and (2) for any fiscal year
for grants for construction or modernization of facllities described In anyone of the
clauses (A). (B), (0). and (D) of such
paragraph is less than,
"(B) the amount of the allotment for
grants for construction of facUlties described in such clause for the fiscal year
ending June 30, 1973, as computed under
this subsection (as in elfect prior to the
date of the enactment of this paragraph)
and subs.ection (b) (as in elfect on and after
such enactment) then such allotment shall
be increased to that amount the total of the
increase thereby required being derived by
proportionately reducing the allotment to
each of the remaining States under subsection (a) and the preceding paragraphs of
this subsection for grants for construction of
faclllties described in such clause but with
such adjustments as may be necessary to
prevent any such allotment of any such remaining States from being thereby reduced,
to less than that amount.".
LOAN

LIMITATIONS

SEC. 507. Part A of title VI of the Publlc
Health service Act is amended by adding at
the end thereof the following ne'W section:
SEC. 611. In any fiscal year no loan
guarantee may be made under this part and
no agreement to make interest subsidy payments may be entered into under this title If
the making of such guarantee or the entering into of such agreement which would
cause the cumulative total of" (1) the principal of the loans guaranteed under this title In such fiscal year, and
"(2) the principal of the loans for which
no guarantee has been made under this title
and with respect to which an agreement to
make Interest subsidy payments is entered
into under this title in such fiscal year,
to exceed the amount of grant funds obllgated under this title In such fiscal year; except
that this paragraph shall not apply If the
amount of grant funds obligated under this
title in such fiscal year equals the sums appropriated for such fiscal year."
REGIONAL

MEDICAL

PROGRAM

SEC. 508. (a) Section 900(d) of the Public Health Service Act is amended to read as
follows: "by these means to Improve generally the quality and enhance the capacity of
the health manpower and faclllties available
to the Nation and to improve health servIces in cooperation with practicing physicians, medical center officials, hospital ad·
minlstrators, and representatives from appropriate voluntary health agencies."
(b) Section 901 (a) of such Act is amended
to read as follows: "There are authorized to
be appropriated such sums as are necessary
to carry out the provisions of this section."
(c) Section 900(a) of such Act Is amended
by inserting the words "(including area
health education and service centers)" immediately after "arrangements".
(d) Section 910 of such title is amended
to read as follows:
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"MULTIPROGRAM SERVICES.-To facilitate interregional cooperation and develop improved
national capability for dellvery of health
services, the Secretary is authorized to utilize
funds appropriated under this title to make
grants to public or nonprofit private agencies or institutions, or combinations thereof,
to contract for and otherwise participate in
the cost of those activities which, upon advice of the National Advisory Council on
Regional Medical Programs, he deems to be
necessary or appropriate for the accompllshment of the purposes of this title....
(e) Section 902 of SUch title Is amended
by inserting "(Including area health education and service centers)" immediately after
"regional medical program" in subsection
(a).

(f). Title IX of such Act Is further amended
by adding at the end thereof the following
new section:
"AREA HEALTH EDUCATION AND SERVICE
CENTERS
"SEC. 911. (a) Notwithstanding limitations
with regard to the diseases with which ~his
title is concerned, the Secretary is authorized to make grants to and enter Into contracts with regional medical programs for
the purpose of developing area health education and service centers.".
(g) The title of title IX of the Publio
Health Service Act is amended to read as
follows:
"TITLE IX-REGIONAL COOPERATIVE ARRANGEMENTS FOR EDUCATION, RESEARCH, TRAINING, AND DEMONSTRATION TO IMPROVE HEALTH SERVICES
AND MEDICAL CARE"
ASSISTANCE FOR CLINICAL AND MANAGEMENT
TRAINING IN COMPREHENSIVE HEALTH SERVICE ORGANIZATIONS
SEC. 509. Title VII of the Publlc Health
Service Act Is amended by inserting immediately after section 794D the follOWing:
"GRANTS FOR MANAGEMENT TRAINING FOB
HEALTH MAINTENANCE ORGANIZATIONS, COMPREHENSIVE HEALTH ORGANIZATIONS, AND
AREA HEALTH EDUCATION CENTERS
"SEC. 794E. (a) The Secretary may make
grants to pUbllc and nonprofit private educational entities with professional training
programs In the management and administration of health maintenance organizations,
comprehensive health service organizations,
and area health education and service centers, to assist them In meeting the costs of
prOViding such training and of fellowships
and traineeships. No such programs of an
educational entity may be approved unless
the educational entity has a contractual arrangement with an operational health maintenance organization, a comprehensive health
service organization, or an area health education and service center, under which the
organization wUl provide practical training
to the fellows and trainees enrolled in such'
program. Not less than 75 per centum of
any grant under this section to any entity
shall be used by it for traineeships and fellowships.
"(b) Payments by recipients of grants under this section for (1) traineeships shall be
limited to such amounts as the Secretary
finds necessary to cover the cost of tUition
and fees of, and stipends and allowances (including travel and subsistence expenses and
dependency allowances) for, the trainees;
and (2) fellowships shall be limited to such
amounts as the Secretary finds necessary to
cover the cost of advanced study by, and
stipends and allowances (including travel
and subsistence expenses and dependency
allowances) for, the fellows.
"(c) There are authorized to be appropriated such sums as are necessary to carry
out the provisions of this section.

"GRANTS FOR CLINICAL TRAINING PROVIDED BY
HEALTH MAINTENANCE ORGANIZATIONS, COMPREHENSIVE HEALTH SERVICE ORGANIZATIONS,
AND AREA HEALTH EDUCATION AND SERVICE
CENTERS
"SEC. 794F. (a) The Secretary for the purpose of covering expenses associated with
education, may make grants to health professions schools or schools of nursing which
provide cllnical training in health maintenance organizations, comprehensive health
service organizations, and area health education and service centers, to students, and
postgraduate trainees and fellows in schools
of medicine, osteopathy, nursing, and other
health professions. Health professions schools
receiving such grants must either (I) operate
their own health maintenance organizations,
health service organization, or area health
education and serVice center; or (11) have
contractual arrangements With operational
health maintenance organizations, health
service organization, or area health educational and service center for such clinical
training.
"(b) Such grants may be used to cover the
costs to the health professions schools or
schools of nursing and the health maintenance organizations, health service organization, or area health education and service center; of providing such cUnlcal trainIng, including (but not limited to) the reasonable costs of program administration, and
faculty salarIes for health professionals
practicing in the health maintenance organizations, health service organization, or
area health education and service center.
"(c) There are authorized to be appropriated such sums as are necessary to carry
out the provisions of this section."
CONTINUATION OF ASSISTANCE FOR ALLIED
HEALTH PROFESSIONS
SEC. 510. (a) Section 791(a) (1) of the
Public Health Service Act Is amended to read
as follows:
"SEC. 791. (a) (1) There are authorized to
be appropriated such sums as are necessary
to carry out the provisions of this section."
(b) (1) Subsection (a) (1) of section 792
of such Act is amended to read as follows:
"SEC. 792. (a) (1) There are authorized to
be appropriated such sums as are necessary
to carry out the provisions of this section."
(2) Subsection (b) of such section is
amended to read as follows:
'''(b) There are authorized to be approprIated such sums as are necessary to carry
out the provisions of this section for special
improvement grants to assist trainIng centers for allied health professions in projects
for the provision, maintenance, or improvement of the speciaUzed functions which the
center serves."
(3) Subsection (c) (1) of such section Is
amended to read as follows:
"( c) (1) There are authorized to be approprIated such sums as are necessary to
carry out the provisions of this section; ".
(c) Section 793(a) of such Act is amended
by striking out all of the first sentence
through "1973" and inserting In lieu thereof
the following:
"There are authorized to be appropriated
such sums as are necessary to carry out the
provisions of this section."
(d) Subsection (b) of section 794A of such
Act is amended to read as follows:
"(bl There are authorized to be appropriated such sums as are necessary to carry
out the provisions of this section."
(e) Subsection (f) of section 794B of such
Act Is amended to read as follows:
"(f) There are authorized to be appropriated such sums as are necessary to carry
out the provisIons of this section,"
(f) Subsection (e) of section 794C of such
Act Is amended to read as follows:
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"(e) There are authorized to be appropriated such sums as are necessary to carry
out the provisions of this section."
(g) Subsection (c) of section 794D of such
Act is amended to read as follows:
"(c) There are authorized to be appropriated to the secretary for Federal capital
contributions to student loan funds pursuant to subsection (a) (2) (B) (1) such sums
as are necessary, and there are also authorized
to be appropriated such sums as may be
necessary to enable stUdents who have received a loan from any academic year to continue or complete their education. Swns
appropriated pursuant to this SUbsection
for any fiscal year shall be available to the
Secretary (1) for payments into the funds
establlshed by subsection (f) (4), and (2) in
accordance with agreements under this section, for Federal capital contributions to
schools with which such agreements have
been made, to be used together with deposits
in such funds pursuant to subsection (a) (2)
(B) (Ii), for establishment and maintenance
of student loans funds,"
PART B-AMENDMENT TO THE :MENTAL RETARDATION FACILITIES AND COMMUNITY
MENTAL HEALTH CENTERS CONSTRUCTION
ACT OF 1963
COMMUNITY MENTAL HEALTH CENTERS
SEC. 520. (a) Section 201 of the Community Mental Health Centers Act is amended
to read as follows:
"SEC. 201. There are authorized to be appropriated for grants for construction of
public and other nonprofit community mental health centers such sums as may be necessary,"
(b) Section 207 of such Act is amended
to read as follows:
"SEC. 207. No grant may be made under
any provision of the Publlc Health Service
Act for any fiscal year, for construction ·of
any facillty described in this title, unless the
secretary determines that funds are not
available, under this title to make a grant
for the construction of such facility,".
(c) Section 224 of such Act is amended
to read as follows: "There are hereby authorized to be appropriated to enable the
secretary to make initial grants to community mental health centers, under the
provisions of this part, such sums as may be
necessary. For the fiscal year ending June 30,
1973, and each succeeding fiscal year there
are hereby authorized to be appropriated
such sums as may be necessary to make
grants to such centers which have previously received a grant under this part and are
eligible for such a grant by the year for
Which sums are being appropriated under
this sentence....
PART e-AVAILIBILITY OF ApPROPRIATIONS
SEC. 530. Notwithstanding any other provision of law, unless enacted after the enactment of this Act expressly in limitation
of the provisions of this section, funds approprIated for any fiscal year, to carry out
any program for which appropriations are
authorized by the Public Health Service Act
or the Mental Retardation Facilities and
Community Mental Health Centers Construction Act of 1963 shall remain available
for obllgation and expendIture until tne
end of such fiscal year.
SECTION-BY-SECTION ANALYSIS OF THE HEALTH
MAINTENANCE ORGANIZATION AND RESOURCES
DEVELOPMENT ACT OF 1972
(Section 2) States the findings of Congress
that:
a. A shortage and maldistributlon of
health care resources in the United States
has limited access to medical care;
b. the present health care system is not
organized to promote etlicient and economical health care;
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c. the health care system Is oriented toward the provision of acute health care
rather than preventive health care;
d. health
maintenance
organizations,
health service organizations, and area health
education and service centers will help to
alleviate such circumstances by providing
efficient and economical health care, oriented
toward the provision of preventive health
services;
e. technical and resource assistance Is
needed for those planning to establ1sh health
maintenance organizations, health service
organizations, and area health education
and service centers;
f. the system of medical education In the
United States has a shortage of health science educational facilities, and presently
over emphasizes the practice of medicine
within a hospital setting and the treatment
of rare and exotic diseases;
g. the quality of health care and that of
the health service provided varies excessively throughout the United States.
The section also Indicates that the purpose
of this Act Is to Improve the health care
delivery system by supporting the creation
of health maintenance organizations, health
service organizations, and area health education and service centers, particularly in
medically underserved areas.
TITLE I-HEALTH MAINTENANCE
ORGANIZATIONS

(Section 101) Amends the Public Health
Service Act by adding new title XI entitled,
"Health Maintenance Organizations and
Health Service Organizations," and part A
of new title XI entitled, "Support for Health
Maintenance Organizations."
(Section IOI-new section 1101) Defines
the terms "health maintenance organizatlon;" "comprehensive health services;"
"medical group;" "enrolled;" "medically underserved area;" "construction" and "costs
of construction;" "university health center'"
"area health education and service center:"
and "non-metropolitan area."
'
"Health mainte(New section 1101 (1»
nance organization" means an entity which:
a. Provides uniform comprehensive health
services for all Its enrollees (or subscribers) ,
In return for fixed and uniform payments
which are made on a periodic basis (Without
service actually furnished). A basic range of
regard to the frequency, extent, or kind of
services Is to be delivered directly through
the staff and supporting resources of the
health maintenance organization or through
a medical group (or groups). Additional
services, If required, may be delivered by
other health delivery entities;
b. satisfactorily demonstrates Its ablllty to
prOVide prompt and appropriate health servIces that are accessible and avallable to all
enrollees and that assure continuity of care;
c. satisfactorily demonstrates Its financial
responsibility by adequately providing
against the risk of Insolvency;
d. Is organized to assure enrollees IncludIng representation of persons from medically
underserved areas a SUbstantial pollcymaking role In the health maintenance organization; and provides for meaningful hearing
and grievance procedures between enrollees
and the health maintenance organization,
and between individuals providing services
and the health maintenance organization;
e. encourages and actively provides for Its
enrollees health education services and education In the appropriate use of health servIces;
f. has organizational arrangements for an
ongoing quallty assurance program that
stresses the outcomes of health services provided and assures that quality standards
are met which are in compliance with the
standards established by the Commissioner
on Quality Health Care (created under ne\v
title XII of the Public Health Service Act);

g. provides effective procedures for developing, compiling, evaluating and reporting to the secretary (Without jeopardiZing
physician-patient confidentiality) Information on the costs, utllizatlon, avallabillty,
access1blllty, and acceptance of its health
services, and on other matters a.s may be
requIred. Discloses such Information (at
least annually) to health maJntenance organization enrollees and to the general publ1c;
h. assumes fully (\vlthout the benefit of
Insurance)
financial
responsibl1lty for
comprehensive health services provided. Is
not expected to assume direct lIablllty for
expenses Incurred In association with outof-area emergency health care, or health care
that can be reasonably valued In excess of
$5,000 per enrollee per year;
i. has an unrestricted open enrollment
period (of not less than 30 days) at least
once during a 12-month period.
j. assumes respoD.'llblllty for the health
care of enrollees twenty-four hours a day,
seven days a week, and for the prompt availablllty of such care In emergency situations.
k. may not enroll more than 50 percent of
Its enrollees from medically underserved
areas, except in rural areas and designated
by the Secretary;
1. provides ongoing education for Its staff;
m. emphasizes the use of physicians'
assistants, nurse practitioners, and other
allied health personnel.
n. meets other Criteria as prescribed by
regulation which are consistent with the
provisions of this title;
o. does not expell (or refuse to enroll) any
enrollee from reasons of medical condition
or adverse utillzation experience.
"Comprehensive
(New section 1101 (2»
health services" mean: a minimum range of
health services that are provided by the
health maintenance organization or health
service organization (as defined under new
section 1120) to Its enrollees without limIts
as to time or cost. Specifically "comp'rehenslve health services" mean:
a. Physician services (Including consultant
and referral services);
b. Inpatient and outpatient hospital servIces;
c. extended care faclllty services;
d. home health services;
e. diagnostic laboratory and diagnostic and
therapeutic radiologic services;
f. physical medicine and rehabllltative
services (Including physical therapy);
g. preventive health and early disease detection services;
h. vision care and podiatric services;
1. reimbursement for necessary out-of-area
emergency health services;
j. mental health services, Including the
prevention and treatment of alcoholism and
drug abuse, and emphasizing the use of community mental health centers;
k. dental services, Including preventive
dental health services for children;
1. provision of or payment for prllscription
drugs;
m. other personal health services that are
necessary to maintain and Insure health.
(New section 1101 (3)
"Medical group"
means: a partnership or other association or
group of not less than four persons licensed
to practice medicine, osteopathy, or dentistry
In a State. Such groups must:
a. As their principal professional activity
and as a group responslbillty engage in the
coordinated practice of their profession;
b. if not employees or retalnees of a health
maintenance or health service organizatlon,
pool their income from their practice and
distribute It among themselves .according to
a prearranged salary plan or drawing account;
c. jointly share their records, substantial
portions of major equipment, and staff;
d. utilize additional health professionals
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and allied health professionals as needed to
provide comprehensive health services;
e. provide their members With opportunities for continuing education in clinical
medicine and related areas.
(New section 1101 (4» "Enrollee" means:
an individual who has entered Into a contract with a health maintenance organization
or health service organization (or on whose
behalf a contract has been arranged) for the
provision of health services.
(New section 1101 (5) "Medically underserved area" means: an urban or rural area
or population growth that has a shortage
of personal health services. Medically underserved areas are to be designated by the Secretary after considering comments of appropirate State and areawide comprehensive
health planning agencies (designated under
section 314(a) and (b) of the Publlc Health
service Act) and the regional medical programs.
(New section 1101(6» "Construction" and
"costs of construction" include: the construction of new buildings; the acquisition,
expansion, remodeling, replacement, and
alteration of existing bulldlngs; architects'
fees; the acquisition of land; and the acqUisition of equipment (whether or not associated with construction assistance under title XI).
(New section 1101(7» "University health
center" means: those health care institutions Which are affiliated with or owned and
operated by an accredited university or
school of medicine. University health centers
must
educate
undergraduate
medical
students.
(New section 1101 (8» "Area publlc health
education and service center" means: a hospital, educational facility, or other public or
nonprofit private entity that Is affiliated with
a university health center and which prOVides
clinical training to health personnel In nonmetropolltan areas not presently served by a
university health center. Such centers have
agreements to:
a. Provide health and educational services
for health service organizations and other
health care providers in the same geographic
area; and
b. Provide licensed health professionals
(located In the same geographic area) with
npportunities to use its faclIitles and
programs.
(New section 1101 (9» "Nonmetropolitan
area" means: an area which Is not part of
a standard metropolitan statistical area (as
designated by the Office of Management and
Budget). Such areas cannot contain a city
with a popUlation greater than 50,000
persons.
GRANTS FOR PLANNING AND FEASIBILITY
STUDIES

(New section 1102) Authorizes the Secretary (fiscal year 1973 through fiscal year
1977) to make grants to public or private
nonprofit agencies, organizations, or institutions to assist them In meeting the costs of
projects to plan or study the feaslblllty of
developing or expanding health maintenance
organizations.
No project may receive more than $250,000
In such grants. Grant funds awarded shall be
available for expenditure by the grantee for
no more than two years. Priority wlll be given
to those applicants who assure the Secretary
that at least 30 percent of their total enrollment will be from medically underserved
areas.
There are authorized to be appropriated for
such grants:
$15 million for fiscal year 1973;
$21 mlllion for fiscal year 1974;
$40 million for fiscal year 1975;
$62 million for fiscal year 1976; and
$85 millicn for fi,cal year 1977.
GRANTS FOR INITIAL DEVELOPMENT

(New section 1103) Authorizes the Secretary (fiscal year 1973 through fiscal year
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1977) to make grants to any publlc or private
nonprofit agency, organization, or institution to assist it in meeting the costs of projects to initially develop a health maintenance organization before it begins actual
operation.
No project may receive more than $1 mllllon In such grants. Grant funds awarded
shall be avallable to expenditure by the
grantee for no more than two years. Priority will be given to those r·ppllcants who assure the Secretary that at least 30 percent of
their total enrollment wlll corne from medically underserved areas.
Grant funds shall be used to:
a. Implement an enrollment campaign;
b. design a·nd arrange. for the provision of
health services;
c. develop administrative and Internal organizational arrangements, Including arrangements for fiscal control, lllCcounting
procedures, and capital financing programs;
d. recruit personnel and conduct training
activities; and
e. pay architects' and engineers' fees.
Other uses may be prescrIbed by regulation.
There are authorized to be appropriated
for such grants:
$42.565 mlllion for fiscal year 1973;
$68.720 mllllon for fiscal year 1974;
$74.100 mlllion for fiscal year 1975;
$141.940 m1ll10n for fiscal year 1976; and
$241.690 mUllon for fiscal year 1977.
CONSTRUCTION GRANTS

(Now section 1104) Authorizes the secretary (fiscal year 1973 through fiscal year
1977) to make grants to any pUbl1c or private nonprofit health maintenance organization or any publ1c or private nonprofit
agency, organization, or Institution intending
to become a health maintenance organiootion to:
a. Assist In meeting construction costs for
ambulatory care facll1ties (or portions of
such fac1lltles) that wlll be used to provide
health services to Its enrollees; and
b. assist in meeting capital Investment
costs for necessary tr..nsportation equipment that will be used to improve access to
health services for its enrollees.
Special consideration will be given to those
applicants for grants to acquire or renovate
eXisting facUlties. A grant for any project
under this section may not exceed 75 percent
of the costs of construction. However, in exceptional circumstances the Secretary is authorized to grant up to 90 percent of such
costs. No project may receive more than $2.5
mllllon in construction grants. Priority will
be given to those applicants who assure the
secretary that at least 30 percent of their
total enrollment will come from medically
underserved areas.
There are authorized to be appropriated for
such grants such sums as may be necessary.
GRANTS FOR INITIAL OPERATING COSTS

(New section 1105) Authorizes the Secretary (fiscal year 1973 through fiscal year
1977) to make grants to publ1c and private
nonprofit health maintenance organizations
to assist them In meeting operating deficits
Incurred during their first three years of
operation. Such grants may be made only
after the Secretary has determined that the
appl1cant has made reasonable attempts to
obtain funds for such purposes from other
sources (Including loan and loan guarantees).
Grants for initial operating deficits may
be made only for the first three years of a
health maintenance organization's operation as follows:
For the first year of operation, a grant may
not exceed 100 percent of the first year's operating deficit;
For the second year of operation, a grant
may not exceed 67 percent of the first year's
operating deficit;
For the third year of operation, a grant

may not exceed 33 percent of the first year's
operating deficit.
There are authorized to be appropriated
for such grants such sums as may be necessary.
CONSTRUCTION LOANS

(New section 1106) Authorizes the Secretary (fiscal year 1973 through fiscal year
1977) to make loans to assist any publlc or
private nonprofit health maintenance erganlzatlon or any publlc or private nonprofit
agency. organization, or iastltution intendIng to become a health maintenance organization to assist It In meeting the cost of
constructing facilities for ambulatory care
and transportation services. SUch faclllties
must be used by the health maintenance
organization to provide health services to its
enrollees.
Applications for loans to acquire or renovate existing faclllties w1ll be given special
consideration. A loan for any project under
this section may not exceed 90 percent of the
costs.
There are authorized to be appropriated
for such loans such sums as may be necessary.
Appropriations for such leans. loan repayments, and other receipts In connection with
this section shall be placed In a revolving
fund to be used by the Secretary for loans
and other expenditures under this section.
INITIAL OPERATING LOANS

(New section 1107) Authorizes the Secretary (fiscal year 1973 through fiscal year
1977) to make loans to any publlc or private
nonprofit health maintenance crganizatlon
to assist It In meeting a portion of its initial
operating costs In excess of Its gross revenues
(as determined by regulation).
Initial operating loans may only be made
for the firat three years of a health maintenance organization's operation. Such loans
(With respect to any project) may not exceed:
60 percent of such excess operating costs
for the first year:
40 percent of such excess operating costs
for the second year; and
20 percent of such excess operating costs
for the third year.
There are authorized to be appropriated
for such loans such sums as may be necessary.
Appropriations for loans, loan repayments,
and other receipts in connection With this
seotion shall be placed In a revolving fund to
be used by the Secretary for loans and other
expenditures under this section.
TITLE n-sUPPoRT FOR HEALTH SERVICE
ORGANIZATIONS

(Section 201) States the purpose of title
II. This title authorizes programs to assist
In the establlshment of health service organizations and area health education and
service centers, primarily in rural areas. The
services provided by such organizations and
centers wlll be directed toward defined rural
population groups tha.t are characterized by
a lack of medical care services.
(Section 202) Adds part B entitled, "Health
Service Organizations," to new title XI of the
PUblic Health Service Act.
PART B-HEALTH SERVICE ORGANIZATIONS

(Section 202-new section 1120) Defines
the term "health service organization."
"Health service organization" means an entity operating in a rural or nonmetropolltan
area which:
a. Provides, directly or Indirectly through
arrangements With others, uIllform comprehensive health services (as defined In section
1101) for all its enrollees, In return for fixed
and uniform payments made on a periodic
basis (Without regard to the frequency, extent, or kind of service actually furnished).
A basic range of services is to be delivered
directly through its own staff and supporting
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resources or through a medical group (or
groups), or indirectly, through contractual
arrangements With other providers. Additional services, if required, may be delivered
through other health delivery entities.
b. satisfactorily demonstrates its ablllty to
prOVide prompt and appropriate health services that are accessible and avallable to all
members and that assure continuity of care;
c. contracts With an area health education
and service center to use the center's facUlties and programs if one Is located in the
same geographic area;
d. prOVides ongoing education for its staff;
e. satls'factorny demonstrates its financial
responsibility by adequately prOViding
against the risk of insolvency:
f. is organized to assure its enrollees a substantial policymaking role In the health servIce organization; and prOVides for meaningful
grievance procedures between enrollees and
the health service organization and between
Individuals providing services and the health
service organization;
g. encourages and actively proVides for its
enrollees health education services and education in the appropriate use of health services;
h. has organizational arrangements for an
ongoing quality assurance program that
stresses the outcomes of the health services
provided by the organization and assures that
quallty standards are met in accordance with
standards established by the Commission on
Quality Health Care (created under new title
XII);

1. provides effective procedures for developIng, compl1lng, evaluating and reporting to
the Secretary (Without jeopardizing physician-patient confidentiality) information on
the costs, utlHzatlon, avallablllty, accesslbllity, and acceptance of Its health services, and
on other matters as may be required. Discloses such Information (at least annually)
to health service organization enrollees and
to the general public.
j. fully assumes (Without the benefit of
Insurance) financial responsibility for comprehensive health services provided. Is not
expected to assume direct llablllty for expenses Incurred in association with out-ofarea emergency health care, or health care
that can be reasonably valued In excess of
$5,000 per enrollee per year;
k. has an unrestricted open enrollment
period (of not less than thirty days) at least
once during a 12-month period;
l. assumes responslblllty for the health
care of enrollees twenty-fOur hours a day,
seven days a week., and 'for the prompt avallablllty of such care In emergency situations;
m. provides that Individuals, [during enrollment orl once enrolled, may not be excluded by the health service organization for
reasons of mec!ical condition or adverse utilization experience.
n. emphasizes the use of physician'S assistants, nurse practitioners, and other allied
health personnel.
o. meets other criteria as prescribed by
regUlation which are consistent with the
provisions of title XI, Including plans to
provide a fUll range of comprehensive health
services (as defined In section 1101), if the
Secretary determines such organization was
not able to prOVide such services under paragraph (A) of this section.
GRANTS FOR PLANNING AND FEAsrBILITY
STUDIES

(New section 1121) Authorizes the Secretary (fiscal year 1973 through fiscal year
1977) to make grants to public or private
nonprofit agencies, organizations, or Institutions to assist them In meeting the costs
of projects to plan or study the feaslblllty
of developing or expanding a health service
organization. No project may receive more
than $250,000 in such grants. Grant funds
awarded shall be avallable for expenditure
by the grantee for no more than two years.
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There are authorized
for such grants:
$15 million for fiscal
$21 mUllon for fiscal
$40 mUllon for fiscal
$62 milllon for fiscal
$85 million for fiscal

to be appropriated
year
year
year
year
year

1973;
1974;
1975;
1976; and
1977.

GRANTS FOR INITIAL DEVELOPMENT COSTS

(New section 1122) Authorizes the Secretary (fiscal year 1973 through fiscal. year
1977) to make grants to any public or pnvate
nonprofit entity to assist it in meeting the
cost of a project to Initially develop a health
service organization before It begins actual
operation. No project may receive more than
$1 milllon in such grants. Grant funds
awarded shall be avaUable for expenditure
by the grantee for no more than two years.
Grant funds shall be used to:
a. Implement an enrollment campaign;
b. design and arrange for the provision of
health services;
c. develop administrative and internal organizational arrangements, InclUding arrangements for fiscal control, accounting
procedures, and capital financing prog:ams;
d. recruit personnel and conduct trallling
activities; and
e. pay architects' and engineers' fees.
Other uses may be prescribed by regulation.
There are authorized to be appropriated
for such grants:
$42.565 million for fiscal year 1973;
$68.720 million for fiscal year 1974;
$74.700 mlllion for fiscal year 1975;
$141.940 million for fiscal year 1976; and
$241.690 million for fiscal year 1977.
CONSTRUCTION GRANTS

(New section 1123) Authorizes the Secretary (fiscal year 1973 through fiscal year
1977) to make grants to any public or private
nonprofit health service organization to:
a. Assist in meeting construction costs for
those ambUlatory care facllities (or portions
of such facllitlesj that will be used to provide
health services to its enrollees; and
b. assist In meeting capital Investment
costs for necessury transportation equipment
that will be used to Improve access to health
services for Its enrollees.
Special consideration wlll be given to those
appllcants for grants who acquire or renovate
eXisting facllities. A grant for any project
under this section may not exceed 75 percent of the costs of construction. However,
In exceptional circumstances the Secretary
Is authorized to grant up to 90 percent of
such costs. No project may receive more than
$2.5 million In construction grants under this
section.
There are authorized to be appropriated for
such grants such sums as may be necessary.
GRANTS FOR INITIAL OPERATING COSTS

(New section 1124) Authorizes the Secretary (fiscal year 1973 through fiscal year 1977)
to make grants to public or private nonprofit
health service organizations to assist them
In meeting operating deficits Incurred during their first three years of operation. Such
grants may be made only after the Secretary has determined that the appllcant has
made reasonable attempts to obtain funds
from other sources (Including loans and loan
guarantees) .
Grants for initial operating deficits may
only be made for the first three years of a
health service organization's operation as
follows:
For the first year of operation, a grant may
not exceed 100 percent ot the first year's
operating deficit;
For the second year of operation, a grant
may not exceed 67 percent of the first year's
operating deficit;
For the third year of operation, a grant
may not exceed 33 percent of the first year's
operating deficit.
There are authorized to be appropriated for
such grants such sums as may be necessary.

CONSTRUCTION LOANS

(New section 1125) Authorizes the Secretary (fiscal year 1973 through fiscal year 1977)
to make loans to assist any pUblic or private
nonprofit health service organ1Zation or any
public or private nonprofit agency, organization, or Institution Intending to become a
health service organization to meet the costs
of constructing facllities for ambUlatory care
and transporta tion services. Such facllities
must be used by the health service organization to provide health services to its enrollees.
Applications for loans to acquire or renovate existing facilities will be given special
consideration. A loan for any project under
this section may not exceed 90 percent of the
costs.
There are authorized to be appropriated for
such loans such sums as may be necessary.
Appropriations for loans, loan repayments,
and other receipts In connection with this
section shall be placed in a revolving fund to
be used by the Secretary for loans and other
expenditures under this seotlon.
INITIAL OPERATING LOANS

(New section 1126) Authorizes the Secretary (fiscal year 1973 through fiscal year
1977) to make loans to any pUblic or private
nonprofit health service organization to assist It in meeting a portion of its Initial operating costs In excess of Its gross revenues
(as determined by regulation).
Initial operating loans may only be made
for the first three years of a health service
organization's operation. Such loans (With
respect to any project) may not exceed:
60 percent of such excess operating costs
for the first year;
40 percent of such excess operating costs
for the second year; and
Twenty per centum of such excess operatIng costs for the third year.
There are authorized to be appropriated
for such loans such SUIllS as may be
necessary.
Appropriations for loans, loan repayments,
and other receipts in connection with this
section shall be placed In a revolving fund
to be used by the Secretary for loans and
other expenditures under this section.
TITLE III-AREA HEALTH EDUCATION AND
SERVICE CENTERS

(Section 301) Adds part C entitled, "Grants
to Assist Area Health Education and Service
Centers" and part D entitled, "General Provisions" to new title XI of the Publlc Health
Service Act.
PART

C-GRANTS TO ASSIST AREA
HEALTH
EDUCATION AND SERVICE CENTERS

(Section 30l-new section 1130) States the
purpose of part C. The programs authorized
under part C are Intended to:
a. promote communication between area
health education and service centers and
health service organizations;
b. prOVide ongoing education for health
care providers;
c. provide clinical experience In nonmetropolltan settings for stUdents from university
health centers; and
d. encourage the use of regional medical
programs.
GRANTS FOR DEVELOPMENT COSTS

(New section 1131) Authorizes the Secretary (fiscal year 1973 through fiscal year
1977) to make grants to university health
centers or to regional medical programs to
assist them in meeting the costs of developing area health education and service centers. Grant funds awarded shall be available
for expenditure by the grantee for no more
than two years.
Grant funds shall be used to:
a. Design and arrange for the provision ot
services by the center and for the integration
of such services with the programs of the
parent institution;
b. develop administrative and Internal 01'-

March, 13, 1972

ganizational arrangements. Including arrangements for fiscal contrOl, aocounting
procedures, and capital financing programs;
and
c. recruit personnel and conduct training
actiVities.
Other uses may be prescribed by regulation.
There are authorized to be appropriated
for such grants:
$10 million for fiscal year 1973;
$20 million for fiscal year 1974;
$25 million for fiscal year 1975;
$25 million for fiscal year 1976; and
$25 mUlion for fiscal year 1977.
CONSTRUCTION OF FACILITIES

(New section 1132) Authorizes the Secre~
tary (fiscal year 1973 through fiscal year
1977) to make grants to university health
centers or regional medical programs to assist them in constructing and equipping educational facilities to be used by area health
education and service centers. The Secretary
may award such grants only after determining that applicants are unable to receive
assistance for such purposes under titles I
and II of the Medical Facilltles Construction
and Modernization Amendments of 1970
(Hill-Burton) and title IX of the National
Housing Act.
There are authorized to be appropriated
for such grants:
$25 million for fiscal year 1973;
$50 million for fiscal year 1974;
$75 million for fiscal year 1975;
$75 million for fiscal year 1976; and
$75 mUllon for fiscal year 1977.
PART D--GENERAL PROVISIONS
LOANS

(New section 1140(1'1» Any loan made by
the Secretary is required to bear Interest at
rates comparable to prevailing current Interest rates for loans guaranteed under new
section 1141. No payment of prinCipal on a
loan Is reqUired until five years after the loan
Is made.
(New section 1140(b» Loans may not be
made unless the applicant gives the Secretary reasonable satisfaction of its ability to
make payments of principal and Interest
when due and gives reasonable assurances
that It will have such additional funds as are
necessary to complete the project for which
the loan Is requested.
(New section 1140(c» Loans must have
such security, such maturity date, be repayable in such Installments, and be SUbject to
such other terms and conditions that the
Secretary determines are necessary to carry
out the purposes of title XI and to protect
the financial interests of the United States.
(New section 1140(d» Loans cannot have
a term longer than 15 years.
(New section 1140 (e) ) Authorizes the secretary to waive, for good cause, his right to
recover loans made to public organizations
who fall to make payment and Interest on
loans under this section.
(New section 1140 (f) ) Requires applicants
for grants and loans under new title XI to
submit, for the Secretary'S approval, a plan
to InclUde dental and mental health services
as such services become available.
LOAN GUARANTEES AND INTEREST SUBSIDIES

(New section 1141 (a) Authorizes the Secretary, between January 1, 1973, and June
30, 1977, to:
a. Guarantee loans made by non-Federal
lenders to health maintenance organizations,
health service organizations (or entitles Intending to become either), and university
health centers; and
b. pay Interest SUbsidies on loans made by
non-Federal lenders to private nonprofit
health maintenance organizations, health
service organizations (or entities Intending
to become either), university health centers,
and regional medical centers.
Loan guarantees and Interest subsidies may
be made to assist health maintenance orga-
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nlzations and health service organl<>atIons to
carry out construction projects for ambulatory care fac1l1ties and necessary transportation equipment; to meet their initial development costs for three years; or to meet their
operating costs for five years. Loan guarantees and interest subsidies may be made to
assist university health centers to develop
area health education and service centers; to
proVide working capital to operate such centers; and to subsidize any differences between
a center's income and its operating expenses.
Interest subsidies would be paid to nonFederal lenders on behalf of a health maintenance organization, health service organization, or university health center, in
amounts sufficient to reduce by not more
than 3 percent per year the net effective interest rate otherwise payable on such loans.
A loan guarantee or interest subsidy could
not apply to any amount which when added
to any other Federal grant or loan, would
exceed more than 90 percent of the costs of
construction, Initial development. or initial
operation (except as prescribed by regulation); nor could loan guarantee apply to
more than 90 percent of the loss of principal
and interest.
(New section 1141 (b) (1» Requires the
Secretary's determination in the case of an
application for a loan guarantee or interest
subsidy that the terms, conditions, maturity,
security (if any), and schedUle and amount
of repayments of the loan are sufficient to
protect the financial interests of the United
States, and the rate of interest does not exceed a rate of interest determined by the Secretary to be reasonable, taking into account
the range of interest rates preva1l1ng in the
private money market for similar loans and
the risks assumed by the United States.
(New section 1141 (b) (2» ReqUires that
the term of a loan for Which a loan guarantee and interest subsidy is sought does not
exceed 25 years (if for construction) or 15
years (if for operating costs), or such shorter
period as the Secretary may prescribe.
(New section 1141(b) (3» ReqUires an applicant to give assurances that it wlll keep
and afford access to such records as the Secretary may require and make such reports
containing such information and in such
form as the Secretary may require.
(New section 1141 (c» Requires that loan
guarantees and interest subsidies be subject
to such further terms and conditions that the
Secretary determines are necessary. To the
extent permitted by section 1141 (e), any
terms and conditions may be modified by
the Secretary if he determines that such
modifications are consistent with the financ1al interests of the United States.
(New section 1141 (d» Authorizes the
United States to recover amounts of its payments under a. loan guarantee from the a.ppllcant unless the Secretary, for gOOd cause,
waives such right and upon making any payment the United States shall be subrogated
to all the rights of recipient of payments
with respect to which the guarantee was
made.
(New section 1141 (e) ) A loan guarantee
made by the secretary is incontestible in the
hands of an appUcant and ";0 any person who
makes or contracts to make a loan to such
applicant In reliance thereon. except In the
case of fraud or misrepresentation on the
part of the applicant or such other person.
(New section 1141 (f» Establishes In the
Treasury a Health Maintenance Organization,
Health service Organization and Area Health
Education and Service Center Loan Guarantee and Interest Subsidy Fund to enable the
Secretary to discharge his responsiblllties under loan guarantees and to make payments
of Interest subsidies.
There is authorized to be appropriated
from time to time such sums as may be necessary to prOVide amounts required by the
Fund. To the extent authoriZed from time to
time In appropriation Acts, amounts received
by the Secretary as interest payments, repay-
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ments of principal on loans and other
moneys, property. or assets received by the
Secretary under operations of this section
shall be deposited In the Fund.
I! at any time sums In the Fund are insufficient, the Secretary of HEW is authoriZed
to issue to the Secretary of the Treasury
notes or other obligations tn such forms and
under such terms as the Secretary may prescribe with the approval of the secretary of
the Treasury.
The Secretary of the Treasury shall determine the rate of interest for such notes or
obligations and may use proceeds of sales of
any securities issued under the Second Liberty Bond Act, and the purpose for which
securities may be issued under the Act are
extended to Include purChases of such notes
and obligations.
The Secretary of the Treasury may at any
time sell such notes or obligations. Purchases, sales, or redemptions by the Secretary
of the Treasury of such notes or obligations
shall be treated as public debt transactions.
Sums borrowed shall be deposited In the
fund and redemption of such notes and obligations shall be made by the Secretary from
the Fund.
(New section 1141 (g»
The cumulative
total of the principal of the loans outstanding at any time with respect to which guarantees have been issued may not exceed limitations specified in appropriations Acts. In
any fiscal year, the cumulative total of:
a. The principal of loans guaranteed under
title XI in that fiscal year, plUS
b. the principal of loans not guaranteed
under title XI but on which Interest subsidy
agreements have been made In that fiscal
year may not exceed the amount of grant
funds obligated under this Act for that fiscal
year, unless funds appropriated for such
grants for that fiscal year are fully obligated.
APPLICATION REQUIREMENTS

(New section 1142 (a) ) Requires applications for assistance under this title to be
submitted to and approved by the Secretary.
Appl1catlons must be submitted in such form
and manner, and contain such information
as the Secretary may prescribe. Applications
must also be consistent with the provisions
of section 1142(b) (1).
(New section 1142(b) (1» Applications for
assistance under this title must include, to
such extent and among other matters as may
be prescribed, satisfactory specifications of
the existing or anticipated:
a. PopUlation groups to be served by the
existing or proposed health maintenance or
health service organization;
b. enrollment of the organization;
c. methods, terms, and periods for enrollment;
d. nature and estimated costs per enrollee
of health and educational services to be proVided;
e. sources of professional services and organizational arrangements for prOViding health
and educational serVices;
f. organizational arrangements for ongoing
quality assurance programs;
g. sources of prepayment and other forms
of payment for services provided;
h. faclllties available, additional capital Investments, and sources of financing required
to prOVide level and scope of services proposed;
1. administrative. managerial. and financial
arrangements and capablllties;
j. planning and pol1cymaklng roles for enrollees;
k. grievance procedures for enrollees,
staff, and employees;
1. evaluations of the support for and acceptance of the organization by the populations served, the sources of operating suppo~t, and the professional groups involved.
Organizations applying for multiple assistance under this title (either simultaneously
or over a period of time) wlll not be required to submit duplicate information.

However, such organizations wlll be required
to update the information requlred under
this section
according to prescribed
regulations.
(New section 1142(b) (2» Requires recipients, upon completion of assistance under
this title, to make a full and complete report
to the secretary describing the plans, developments, and operations in the areas enumerated in section 1141 (b) (1).
(New section 1142(c»
Requires health
maintenance organlzations, health service
organiZations, or university health centers receiving assistance under this title to submit to the Secretary continuing assurances
of:
a. Financial responslblllty;
b. development and operation consistent
with terms of title XI and plans contained in
application; and
c. other matters as preSCribed by regulation.
(New section 1142(d» Requires an application for grants, loans, loan guarantees or
interest subsidies under title XI to contain
assurances that the applicant will enroll the
maximum number of persons it will be able
to serve effectively. However, it cannot enroll
more than 50 percent of its enrollees from
medically underserved areas (except in rural
areas) as designated by the Secretary. Such
assistance under title XI may not be made
unless the applicant demonstrates that It
w1ll or has met such conditions and that
these conditions wlll be maintained.
(New section 1142(e» Authorizes the Secretary to terminate or cancel (after a hearing) any grant, loan, loan guarantee, or interest subsidy made to a health maintenance organization, health service organiZation, or unlversity health center that is in
substantial non-compliance with the material provisions of title XI. He may also terminate or cancel such assistance after he has received notice from the Commission on
Quality Health Care that such organization
or center has had its certificate of approval
suspended or revoked.
(New section 1142(f» Requlres applications for any assistance under title XI (with
the exception of planning and feasibll1ty
grants) to contain proof of compliance with
Quality Health Care Standards) except during the first two years after the enactment of
this Act or until such standards are effective
(whichever is sooner). During l1uch periods,
applications for assistance must contaIn reasonable assurances that the applicant will
comply with such standards when they become effective.
HEALTH MAINTENANCE TRUST FUND

(New section 1143) Establishes in the
Treasury a Health Maintenance Trust Fund
to enable the Secretary to make grants or
enter into contracts with health maintenance
and health service organizations for annual
capitation payments authorized under section 1148.
The Health Maintenance Trust Fund shall
be credited with:
a. 5 percent of those taxes received In the
Treasury relating to distllled spirits, wines,
and beers, and 5 percent of those taxes received in the Treasury relating to tobacco,
cigars, cigarettes, and cigarette papers and
tubes;
b. interest or other receipts on Fund investments;
c.amounts approprIated;
d. amounts advanced out of appropriations; and
e. receipts from any other source.
For the year of enactment, tax amounts
paid into the fund will be based on tax
liablllties accrued after the date of enactment of this Act.
TREASURY BORROWING

(New section 1144) Authorizes the secretary of HEW to issue to the secretary of the
Treasury notes or other obligations In an an-
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nual amount not to exceed $500 m1llion, and
in such forms and under such terms as the
Secretary may prescribe with the approval
of the Secretary of the Treasury.
The Secretary of the Treasury shall determine the rate of interest for such notes or
obligations. The Secretary of the Treasury
shall purchase such notes or obligations and
may use proceeds of sales of any securities
issued under the Second Liberty Bond Act,
and the purposes for which secur[tles may
be Issued under that Act are extended to Include purchase of such notes and obligat[ons.
The Secretary of the Treasury may at any
time sell such notes or obligations. Purchases, sales, or redemptions by the Secretary
of the Treasury of such notes or oblgations
shall be treated as public debt transactions.
EFFECT ON STATE LAW

(New section 1145) Allows health maintenance organizations and health service organization (as defined in this title), as well as
organizations and providers that receive
Quality Health Care Initiative Awards to provide health care services in States, regardless
of any restrictive provisions in State laws
that:
a. require such organizations to receive
approval of a medical society;
b. require physicians to constitute most or
all of the organization's governing body;
c. require a certain percentage of the
physicians in the local medical society to
participate In the organization;
d. require the organization to submit to
regUlations as an insurer of health care services;
e. bars incorporated individuals or associations from providing health care services;
f. prohibits advertising by a professional
group in order to recruit enrollees;
g. imposes restrictions on such organizations in a manner that confi[cts with title XI.
Health maintenance organizations and
health service organizations must otherwise
conform with State laws for incorporation.
QUALITY HEALTH CARE INITIATIVE AWARDS

(New section 1146) Entitles each provider
of health care to receive an annual payment
to defray administrative costs associated
with maintaining internal quality control
standards certified by the Commission on
Quality Health Care. Such payments shall be
equal to 2 percent of that part of the health
care provider's gross revenues which can be
attributed to the delivery of health services.
There are authorized to be appropriated for
such payments:
$1 m1ll[on for fiscal year 1973;
$10 mUlion for fiscal year 1974;
$50 mlllion for fiscal year 1975;
$100 m1llion for fiscal year 1976; and
$200 mUlion for fiscal year 1977.
Any health care prOVider, whether or not
subject to the provisions of this Act, is eligible to apply for a Quality Health Care
Initiative Award.
CONSUMER PRIORITY

(New section 1147) Authorizes the Secretary to give priority to these applicants, for
assistance under this title, whose pollcymaking bodies consist mostly of Individuals who
use their services.
CAPITATION GRANTS

(New section 1148) Authorizes the Secretary to make annual grants to health maintenance or health service organizations that
prOVide health services to those Ind[vlduals
who cannot afford to pay the entire amount
of a health maintenance or health service
premium. Individuals who cannot meet the
entire expense of a health maintenance or
health service premium w11l be expected to
contribute a reasonable portion (as determined by the Secretary) . The annual
amount of a grant shall be equal to the organization's per capita premium times the

number of such Individuals enrolled, less
the amount of actual premium collected for
such Individuals.
In determining the amount an individual
could be expected to contribute toward a
premium, the Secretary [s required to consider all sources of Income available to the
individual ([ncluding pUbllc sources).
The amount of the annual cap[tatlon grant
shall not exceed 25 percent of the crganization's total premium receipts In the year
pr[cr to the year for which the grant is made.
Capitation grants are authorized to be made
fnm the Health Maintenance Trust Fund.
SERVICES FOR INDIANS

(New section 1149) Authorizes the Secretary (fiscal year 1973 through fiscal year
1977) to make contracts with health maintenance or health service organizations or
other non-Federal agenceis or organizations
to provide prepaid health services to Indians.
The Secretary must have the consent of the
Indian people to be served when making
such con tracts.
There are authorized to be appropriated
for such contracts:
$10 million for fiscal year 1973;
$15 milllon for fiscal year 1974;
$20 million for fiscal year 1975;
$25 m1llion for fiscal year 1976; and
$30 mll1lon for fiscal year 1977.
PAYMENT OF GRANTS

(New section 1150) PrOVides that the Secretary shall determine the amount of any
grant under title XI. Payments under such
grants may be made in advance or by reimbursement, and at such Intervals and on
such conditions as the Secretary finds necessary.
PROHIBITION ON TRANSFER OF FUNDS

(New section 1151) Prohibits the transferring of funds appropriated for any program
authorized under title XI to any other program. Requires that only funds appropriated
under title XI are to be used to carry out
the provisions of title XI. ReqUires that only
funds appropriated under titles IX and XI
of the Public Health Service Act are to be
used to initially develop, construct, and
initially operate health maintenance organizations, health service organizations, and
any other entitles that prOVide (either directly or Indirectly through arrangements
with others) prepaid health care to defined
populations.
TITLE

IV--COMMISSION ON
CARE

QUALITY

HEALTH

(Section 401) This title is entitled, "The
Commission on Quallty Health Care Act of
1972."
(Section 402) Title IV creates a Commission on Quallty Health Care to establish
parameters and standards to promote qualIty health care in the United States.
(Section 403) Adds new title XII to the
Public Health Service Act entitled, "Commission on Quallty Health Care," and parts A
and B of new title XII.
PART A-COMMISSION ON QUALITY HEALTH CARE
ESTABLISHMENT OF THE COMMISSION

(Section 403-new section 1201) Establlshes a Commission on Quallty Health Care
as an independent agency in the Executive
Branch. The Commission shall consist of
five members who because of their experience or education are particularly quallfied
to serve. Membership shall Include representatives of the health care dellvery industry, private organizations developing quality
heal th care standards, and consumers who
are not related to the dellvery of health care.
Of the five, at least two shall be consumers
not related to the dellvery of health care.
Commission members shall serve a five-year
term, except for the first five members appointed. Members cannot serve more than
two terms.
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DUTIES ANDPOWEas OF THE COMMISSION

(New section 1202,) Sets forth the functions of the Commission. The Commission
shall:
a. Investigate and conduct studies to develop qUality health care standards;
b. establish (not later than two years after
this Act is enacted) quallty health care
standards, inc:uding standards that relate to
the inputs, processes, and outcome of health
care dellvery;
c. prescribe quality control systems fcr
health maintenance organizations, health
service organ[zatlons, and other providers of
health care affected by this Act. Such systems shall be intended to:
(1) Improve and assess medical care
quality;
(2) evaluate the Inputs, processes, utllization characteristics, and outcomes of health
care in relation to those groups receiving
such care; and establlsh relationships between such Inputs, processes, and outcomes;
(3) concentrate on those categories of disease which occur most commonly and on
which the Impact of medical treatment can
be most effective;
d. Issue certificates of compliance to health
care providers which certify that such providers meet quallty health care standards establlshed by the Commission;
e. revoke or suspend certificates of compllance.
f. monitor health care provider bi-annual
reports to assure that quallty standards are
maintained;
g. conduct a research and development
program to:
(1) Improve the technology for assessing
medical care quallty;
(2) assess and compare medical care qualIty provided under alternative health care
dellvery systems;
(3) analyze the effects of prOViding information to consumers and Improve methods for disseminating information; and
(4) analyze the Impact of the qUality assurance program 011 the level of health care.
h. collect, summarize, and distribute information on the impact of medical servIces and the health status of the population
of the Un[ted States;
1. provide technical assistance to health
care providers who are developing quallty
control programs;
j. study the levels, costs, and quality of
health care provided under Federal health
care programs;
k. administer the Insurance program established under part B of title XII; and
1. report annually to the Congress on the
activities conducted under this Act and
make recommendations for additional necessary legislation.
Requires the Commission to consider the
following when developing Quality Health
Care Standards:
a. existing State regulations;
b. exlst[ng quality standards for Federal
health agencies; and
c. results of the Federal Medical Malpractice Insurance Program (establlshed under
Part B).
(New section 1203) Authorizes administrative powers that enable the Commission to
carry out the prov[slons of this Act. Such
powers include: appointing and compensating personnel; promUlgating regulations;
acquiring or constructing equipment and fac1l1tles; employing experts; appointing adv[sory committees; utiliZing other public
agencies; accepting voluntary assistance; accepting unconditional gifts; and taking those
actions necessary to accomplish the objectives
of the Commission.
(New section 1204) Provides for the compensation of the chairman and members of
the Comm[sslon.

March 13, 1972

7991

CONGRESSIONAL RECORD - SENATE

ing, to be out-of-compllance with qual1ty
heal th care standards and suspend a provider's eligibIlity for grants loans, loan guarantees, and Interest SUbsIdes under title XI.
Notice of such suspension shall be sent to
the provIder and to the Secretary.
Providers who have had certificates suspended for an unreasonable perIod of tIme
(as determined by the CommIssion) shall
have theIr certIficates revoked and shall be
responSible for repayIng part or all of
amounts received under title XI. The CommIssion Is authorIzed to arrange with such
providers for reImbursement of such
amounts.
Providers who repeatedly vIolate the requirements of sectIon 1207 (concerning dIsclosure of benefit plans) maybe assessed a
civll penalty of not more than $10,000 per
violation. Persons who make false statements on any document required under this
Act, upon convIctIon, will be punished by a
fine of not more than $10,000 or by imprIsonment of not more than six months, or
REPORTS AND MAINTENANCE OF RECORDS
both. Clvll penalties owed under this Act
(New section 1206) RequIres providers to shall be deposited Into the Treasury of the
keep records of tlleir actIvitIes which are United States.
governed by thIs Act. Sucll records must be
ARBITRATION
made avallable to the CommIssIon and to
(New section 1210) Permits health care
the Secretary.
provIders (wIth valld certificates of compllPrOViders are required to xnake monthly ance)
to requIre their patients with malreports to the CommIssIon on actIvIties con- practice
claims to agree to submIt to bindcernIng gross utllizatIo'l aggregates; dIsen- ing arbItration. Such agreements must be
rollment rates; and overall mortallty rates. valid In the jurisdIction in whIch they are
Reports on other activities may also be made and must provide for the selection of
requIred.
The Commission Is authorIzed to prescribe arbItrators.
AUTHORIZATION
rules and regUlatIons for inspecting a pro(New section 1211) Such sums as may be
vider's records and fac1l1tIes.
necessary are authorized to be appropriated
DISCLOSURE TO CONSUMERS
for the Commission on Quality Health Care:
(New section 1207) RequIres proVIders to
DEFINITIONS
publish descrIptions of any healtll care bene(New section 1212) Defines the terms "infit plan covered under thIs Act. Plan descrIptions must be publlshed wIthin 90 days put measure," "process measure," "utilIzaafter the plan Is establlshed or when the tion characterIstics," "outcome measure,"
plan becomes SUbject to the provIsIons of "popUlation outcome measure," "Commission," and "Insurance Program."
this Act.
Plan descriptIons are requIred to be comPART B-FEDERAL MEDICAL MALPRACTICE
prehensIve and wrItten in a manner easIly
INSURANCE PROGRAM
understood by the average enrollee. Descrip(New section 1220) Establishes a Federal
tions must Include the following informa- Medical Malpractice Insurance Program, to
tIon:
be admInistered by the CommIssion on Quala. Fees and prIces;
ity Health Care.
b. benefits and servIces of benefit pack(New section 1221) ReqUires the Commisages;
sIon to xnake the Federal Medical Malpracc. accessiblllty and availablllty of services; tice Insurance Program avallable to health
d. name and type of plan adminIstratIon; care provIders.
and
(New section 1222) Directs the CommIssion
e. statement of certification by the Com- to insure only those health care providers
mIssion.
that have valld certificates of compllance and
The Commission Is required to monItor the agreements wIth patients to submit malpubllshed plan descrIptions and take action practice clalxns to binding arbitration.
on any Insufficient, Inaccurate, or inade(New sectIon 1223) Authorizes the Comquate informatIon disclosed. Plan descrip- mission to obtain Information, as necessary,
tions must also include procedures for pre- to estImate on an areawide or other approsenting benefit claims and remedies avallable priate basis:
for redress of denied clalxns. Providers are to
a. premIum rates currently being charged
dIstribute copies of plan descrIptIons to every for medIcal malpractIce insurance; and
enrcllee upon his enrollment and make such
b. such other rates, if any, that would, In
descrIptions avaIlable to the general public. the judgment of the Commission, encourage
the purchase of medIcal malpractice InsurTRANSFER OF FUNCTIONS
(New section 1208) The functions, rec- ance.
Directs the Commission (when making
ords, property, personnel, and funds of the
National Center for Health StatistIcs are such estImates) to use the servIces of other
transferred to the CommIssIon on Quality Federal agencIes (on a reImbursable basIs)
or enter Into contracts with others for such
Health Care.
The PresIdent Is authorIzed to transfer to purposes.
(New section 1224) RequIres the Commisthe Commission those addItIonal functions
(not otherwise transferred under this Act) sIon (from time to time) to prescrIbe:
a. premium rates for the Federal Medical
that relate to the Commission's presently
Insurance Program; and
authorized functions. Such transfers must Malpractice
b. terxns and conditions for such rates.
be made withIn six months of the effective
Such prescribed rates are to be based on
date of this Act.
estimates arrived at under section 1223 and
PENALTIES
other necessary Information. Such rates (If
(New section 1209) AuthorIzes the Com- feasIble) are also to:
mIssIon to suspend the certificate of approval
a. take Into consIderation the rIsks Inof any provider that Is found, after a hear- volved in offerIng such insurance;
CXVIII--504-Part 7
APPLICABILIl'Y OF STANDARDS

(New section 1205) Allows a. health care
provider (receivIng assIstance under title XI)
to apply for an order to permit it to be
temporarily out-of-compllance wIth a qualIty health care standard (or portions of a
standard). The CommIssion Is authorIzed
to grant the order if the appllcant:
a. Is unable to comply with the standard
because personnel or equipment are unavaUable, or necessary construction cannot be
completed by the standard's effective date;
and
b. has an effective program for comIng Into
compliance wIth the standard as soon as
possible.
The CommIssIon is authorized to grant
variances for standards (or portIons of standards) if It determines or If the secretary
certIfies that the varIance Is necessary to
permit a provider to particIpate In an approved project, desIgned to valldate new and
improved health care dellvery technIques.

b. be adequate to prOVide reserves for antlclpated losses, or be reasonable so as to
encourage the purchase of such Insurance;
and
c. be stated so as to refiect the basis for
such rates.
TREASURY BORROWING

(New sectIon 1225) Authorizes the Commission to Issue to the Secretary of the
Treasury, and have outstanding $500 million
(or greater amounts if approved by the
President), notes or other obllgations in such
forms, and under such terms as the Commission may prescrIbe wIth the approval of
the Secretary of the Treasury.
The Secretary of the Treasury shall determine the rate of interest for such notes
or obligations and may use proceeds of sales
of any securIties Issued under the Second
Liberty Bond Act, and the purpose for whIch
securities may be issued under the Act are
extended to include purchases of such notes
and obllgatIons.
The Secretary of the Treasury may at any
time sell such notes or obllgations. Purchases,
sales, or redemptions by the Secretary of the
Treasury of such notes or obllgations shall be
treated as public debt transactions.
Funds borrowed by the Commission (under thIs authorIty) shall be deposited In the
MedIcal Malpractice Insurance Fund (established under section 1226).
INSURANCE FUND

(New section 1226) Establlshes In the
Treasury, a MedIcal MalpractIce Insurance
Fund to enable the CommissIon to carry out
the Federal Medical MalpractIce Insurance
Program. The Fund shaH be avallable to:
a. repay amounts borrowed from the Secretary of the Treasury;
b. pay necessary admInistrative expenses
for the Federal MedIcal Malpractice Insurance Program; and
c. pay claims and other necessary expenses
for the Federal MedIcal MalpractIce Insurance Program.
The Fund shall be credIted with:
a. funds borrowed under the authorIty of
section 1225;
b. amounts advanced out of appropriatIons;
c. interest earned on investments;
d. premIums collected for the Federal Medical Malpractice Program; and
e. other receIpts.
PAYMENT OF CLAIMS

(New sectIon 1227) AuthorIzes the CommissIon to Issue orders establishIng methods
for paying claIms which are covered under
the Federal MedIcal Malpractice Insurance
Program.
PARTIES

(New sectIon 1228) Provides that the Commission Is to represent provIders of health
care In arbitratIon proceedings for malpractIce claims. ProhIbits the CommIssion from
havIng the rIght of SUbrogatIon against those
health care provIders whIch have received
arbitration awards.
TECHNICAL AMENDMENTS

(SectIon 404) Renumbers certaIn titles and
sections In the Publlc Health servIce Act.
TITLE V-AMENDMENTS TO THE PUBLIC HEALTH
SERVICE ACT AND THE MENTAL RETARDATION
FACILITIES AND COMMUNITY MENTAL HEALTH
CENTERS CONSTRUCTION ACT
PART A-AMENDMENTS TO THE PUBLIC HEALTH
SERVICE ACT

(SectIon 501) states the purpose of title
VI:
a. To strengthen the supply of health personnel, facllltles, and the heaith care system by;
(1) expanding health plannIng processes;
and
(2) provIding assistance to allevIate the
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shortages and malcUstributions of health
personnel, and to Improve the organization
of health services.
b. To reinforce the operation of health
programs authorized under the Publ1c Health
Service Act and the Mental Retardation Facilities and Community Mental Health Centers Construction Act of 1963, as amended,
by:
(1) coordinating health planning processes
throughout the United States; and
(2) prOViding assistance (not otherwise
provided) to Improve health personnel. facilities, and organization.
PLANNING

(Section 502) subsection (a) adds new
section 314(h) to the Public Health service
Act. Authorizes the Secretary (In consultation with State comprehensive health planning agencies designated under sections
314 (a) and (b), regional medical programs,
and other health planning agencies) to support continuing health planning processes
to improve the supply and distribution of
health personnel, facllltles, and the organization of health services. Such planning
Is to proceed on a State and local basis.
When developing such planning processes,
planners are directed to:
a. Identify first those local areas which
have the most acute shortages and maldlstributlons of health personnel and faclUtles,
and the most serious health service organizational deficiencies; and
b. develop means to alleviate such shortcomings and deficiencies as soon as Ilossible.
Subsection (b) amends section 314(a) (1)
of the Public Health Service Act to reauthorize and extend indefinitelY the program of
grants to states for comprehensive health
planning. Such sums as may be necessary
are authorized to be appropriated for such
grants.
Subsection (c) amends section 314(b) (1)
(A) of the Public Health Service Act to reauthorize and extend indefinitely the program of project grants for areawide health
planning. Such sums as may be necessary
are authorized to be o.pproprlated for such
grants.
Subsection (d) amends section 314(c) of
the Public Health Service Act to reauthorIze and extend indefinitelY the program of
project grants for training, studies, and demonstrations to develop improved comprehensive health planning. Such sums as may be
necessary are authorized to be appropriated
for such grants.
Subsection (e) amends section 314(d) (1)
of the Publ1c Health Service Act to reauthorize and extend Indefinitely the program
of formula grants for comprehensive public
health services. Such sums as may be necessary are authorized to be appropriated for
such grants.
Subsection (f) amends section 314(e) of
the Public Health Service Act to reauthorize
and extend indefinitely the program of project grants for health service development.
Such sums as may be necessary are authorized to be appropriated for such grants.
Subsection (g) redesignates section 314(g)
of the Public Health Service Act as subsection (I) and inserts in lieu a new subsection (g). The new subsection requires the
appropriate State and area wide comprehensive health planning agencies (designated
under sections 314 (a) and (b», and the ap_
propriate regional medical programs to approve projects to construct and modernize
hospitals and other medical fac111ties before
the Secretary can award assistance for such
projects under parts A, B, and C of title VI
of the Public Health Service Act (Hill-Burton).
HEALTH FACILITIES AND SERVICES

(Section 503) Amends section 304(c) (1)
of the Public Health Service Act to reauthoriZe and ext~nd Indefinitely the program of
grants and contracts for research and

demonstrations relating to health facilities
and services. Such sums as may be necessary are authorized to be appropriated for
such grants.
EXTENSION OF TITLE VI OF THE PUBLIC HEALTH
SERVICE ACT

(Section 504) Amends section 601 of the
Public Health Service Act to reauthorize and
extend indefinitely the following grant programs:
a. Grants to construct pUblic or other
nonprofit long term care facilities;
b. grants to construct public or other nonprofit out-patient facillties;
c. grants to construct public or other
nonprofit rehabllltation faclllties;
d. grants to construct public or other
nonprofit hospitals and public health centers; and
e. grants to modernize the above-mentioned facilities.
Such sums as may be necessary are authorizes to be appropriated for each grant
program.
(Section 505) Subsection (a) amends section 621(a) of the Public Health Service Act
to reauthorize and extend Indefinitely the
program of loan guarantees and loans for
modernization and construction of hospitals
and other medical facl1ltles.
Subsection (b) amending section 622(b) of
the Pnblic Health Service Act, is a technical
conforming amendment.
Subsection (c) amend~, section 631 of the
Publlc Health Service Act to reauthorize and
extend indefinitely the program of special
project grants to construct or modernize
emergency rooms. Such sums as may be necessary are authorized to be appropriated for
such grants.
(Section 560) Amends section 602 (a) of the
Public Health Service Act. Changes the formula for allotting grant funds to States to
construct hospitals and other medical facilities. Beginning in fiscal year 1974 and thereafter, the Secretary is to determine the
amount of each State's allotment for such
purposes on the basis of the State's:
a. PopUlation;
b. financial need; and
c. need for the facUity to be constructed.
If, in fiscal year 1974 thereafter, the amount
of a State's allotment for grants to construct
or modernize hospitals and other medical
facl1ltles is less than Its fiscal year 1973 allotment, then such allotment shall be Increased
to the fiscal year 1973 level.
(Section 507) Adds new section 611 to part
A, title VI of the Public Health Service Act.
Provides that In any fiscal year, the cumulative total of:
a. TIle principal of loans guaranteed under
part A In that fiscal year, plus
b. the principal of loans not guaranteed
under part A but on which interest subsidy
agreements have been made In that fiscal year
may not exceed the amount of title VI grant
funds obligated In that fiscal year, unless
funds appropriated for such grants for that
fiscal year are fully obligated.
EXTENSION OF TITLE IX OF THE PUBLIC HEALTH
SERVICE ACT

(section 508) Subsection (a) amends section 900(d) of the Public Health Service Act
to remove the restriction that requires regional medical programs to accomplish their
objectives without Interfering with the patterns, or the methods of financing, of patient
care or professional practice, or with the administration of hospitals.
Subsection (b) amends section 901(a) of
the Publlc Health Sevice Act to extend and
reauthorize Indefinitely the programs of
grants and contracts to plan, establish, and
operate regional medical programs. Such
sums as may be necessary are authorized to
be appropriated for such grants.
Subsection (c) amends the title of title IX
of the Public Health Service Act to read,
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"Title IX-Regional Cooperative Arrangements for Education, Research, Training, and
Demonstration to Improve Health Services
and Medical Care."
Subsection (d)' amends section 900(a) of
the Public Health Service Act to expand its
meaning. Section 900(a) states one purpose
of title IX, which is to encourage the establishment of regional cooperative arrangements between medical schools, research Institutions, and hospitals for medical date exchanges and for patient care demonstrations.
Under the terms of this amendment, an area
health education and service center could be
operated or administered through regional
cooperative arrangements between such Institutions and therefore be eligible to receive
assistance In accordance with the provisions
of title IX.
Subsection (e) replaces section 910 of the
PUblic Health Service Act (concerning multlprogram services) with a new section 910,
permitting the Secretary to use title IX funds
to make grants to public or prl'vate nonprofit
agencies or institutions (or combinations of
both) to contract for or otherWise participate
in the costs of those activities that would
further the purposes of title IX.
Subsection (f) amends section 902(a) of
the Public Health Service Act to expand the
definition of the term "regional medhlal program" to Include area health education and
service centers.
Subsection (g) adds new section 911 to the
Publlc Health Service Act to authorize the
Secretary to make grants and enter Into contracts with regional medical programs to develop area health education and service centers.
MANAGEMENT TRAINING GRANTS

(Section 509) Amends section 794 of the
Public Health Service Act to add new sections 794E and 794F.
New section 794E authorizes the Secretary
(Without fiscal year limitation) to make
grants to public and nonprofit private educational entities With approved professional
training programs in the management and
administration of health maintenance organizations, health service organizations, and
area health education and service centers.
Such grants may be made to assist educational entitles in meeting the costs of providing such training, and for traineeships
and fellowships.
No program may be approved, unless the
educational entity has a contract with an
operational health maintenance organization, health service organization, or area
health education and service center for the
purpose of providing practical training to
fellows and trainees. At least 75 percent of
any such grant to any educational entity
shall be used for traineeships and fellowships.
Payments for traineeships are limited to
amounts necessary (as determined by the
Secretary) to cover the costs of tuitions,
fees, stipends, and allowances for the trainees. Payments for fellowships are llmlted to
amounts necessary (as determined by the
Secretary) to cover the costs of advanced
study, stipends, and allowances for the fellows.
Such sums as may be necessary are authorized to be appropriated for such grants.
CLINICAL TRAINING GRANTS

New section 794F authorizes the Secretary
(Without fiscal year limitation) to make
grants to health professions or nursing
schools that provide cl1n1cal training in
health maintenance organizations, health
service organizations, and area health education and service centers for students, postgraduate trainees, and fellows enrolled In
such schools. Such grants are to be used to
defray those costs that can be attributed to
educational activities so that costs for such
purposes will not be reflected in the premiums of the health maintenance or health
service organization.
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Schools receiving such grants must either
operate their own health maintenance organization, health service organization, or
area health education and service center or
contract with an operational health maintenance organization, health service center, or
area health education and service center for
such training. Grants may be used to cover
the costs of clinical training, including reasonable costs for program administration and
faculty salaries.
Such sums as may be necessary are authorized to be appropriated for such grants.
CONTINUATION OF ASSISTANCE FOR ALLIED
HEAL.TH PROFESSIONS
(Section 510) Subsection (a) amends section 791(a) (1) of the Public Health Service
Act to reauthorize and extend indefinitely
the program of grants to construct teaching
facilities for the allied health professions.
Such sums as may be necessary are authorized to be appropriated for such grants.
Subsection (b) (1) amends section 792(a)
(1) of the Public Health Service Act to reauthorize and extend indefinitely the program of basic (formula) Improvement grants
for allied health training centers. Such sums
as may be necessary are authorized to be
appropriated for such grants.
Subsection (b) (2) amends section 792(b)
of the Public Health Service Act to reauthorize and extend Indefinitely the program
of special improvement grants for allied
health training centers. Such sums as may
be necessary are authorized to be appropriated for such grants.
Subsection (b) (3) amends section 792(c)
(1) of the Public Health Service Act to reauthorize and extend Indefinitely the program of grants and contracts for special projects for experimentation, demonstration,
and institutional improvement. Such sums
as may be necessary are authorized to be
appropriated for such grants.
Subsection (c) amends section 793(a) ot
the Public Health Service Act to reauthorize
and extend Indefinitely the program of grants
for. traineeships for the advanced training
of allied health personnel. Such sums as may
be necessary are authorized to be appropriated for such grants.
Subsection (d) amends section 794A(b)
of the Public Health Service Act to reauthorize and extend indefinitely the program
of grants and contracts to encourage the full
ut1llzation of educational talent for the
aIlled llealth professions. Such sums as may
be necessary are authorized to be appropriated for such grants.
Subsection (e) amends section 794B(f) of
the Public Health Service Act to reauthorize
and extend indefinitely grants for allied
health student scholarships. Such sums as
may be necessary are authorized to be appropriated for such grants.
Subsection (f) amends section 794C(e) of
the Public Health Service Act to reauthorize
and extend indefinitely grants for allied
health work-study programs. Such sums as
may be necessary are authorized to be appropriated for such grants.
Subsection (g) amends section 794D(c)
of the Public Health Service Act to reauthorize and extend Indefinitely the program of
loans for students of the allied health professions. Such sums as may be necessary
are authorized to be appropriated for such
purposes.
PART B-AMENDMENTS TO THE MENTAL
RJ;;TARDATION FACILrUES AND COMMUNrry
MENTAL HEALTH CENTERS CONSTRUCTION
ACT OF 1963
COMMUNrrY MENTAL HEALTH CENTERS
(Section 520) Subsection (a) Bmends section 201 of the COmmlLt:lity Mental Health
Centers Act to reButhorize and extend indefinitely the program of grants for construction of public and other nonprofit community mental health centers. Such sums as

may be necess~ry are authorized to be appropriated for such grants.
. Subsection (b), amending section 207 of
the community Mental Health Centers Act.
is B technical amendment that extends indefinitely the provision concenling non-duplication of grants.
Subsection (c) amends section 224 of the
Community Mental Health Centers Act to
reauthorize and extend indefinitely grants
for costs of professional and technical personnel of community mental health centers.
(Section 521) Provides that funds appropriated, in any fiscal year, to carry out programs under the Public Health service Act
or the Mental Retardation Facilities and
Community Mental Health Centers Construction Act of 1963, as amended, will remain available for obligation and expendi.
ture until the end of the fiscal year for
Which appropriated.

By Mr. CRANSTON (for himself
and Mr. TuNNEY) :
S. 3328. A bill to amend the Social Security Act to assure that whenever there
is a general increase in social security
benefits there will be a corresponding
increase in the standard of need used to
determine eligibility for aid or assistance under State plans approved under
title I, X, XIV, or XVI of such Act. Referred to the Committee on Finance.
AUTOMATIC INCREASE IN STANDARDS OF NEED
UNDER PUBLIC ASSISTANCE PROGRAMS
Mr. CRANSTON. Mr. President, I in-

troduce today, along with my colleague
(Senator TUNNEY), legislation to enable
those needy individuals who are recipients of grants for the aged, blind, and
disabled to receive automatic increases
in this assistance commensurate with
increases in social security benefits. This
would be achieved by requiring States to
increase, by a rate corresponding to the
rate of any further social security increase, the standard of need used to determine eligibility for assistance under
these programs.
This concept, in a somewhat different
form, was recommended in 1970 by the
Senate Finance Committee in its consideration of H.R. 17550, the proposed Social Security Amendments of 1970. The
committee report (No. 91-1431, page 43)
said:
PAss-ALONG OF SOCIAL SECURITY INCREASES TO
WELFARE RECIPIENTS
Under other provisions of the bill, social
security benefits would be increased by 10
percent, with the minimum basic social security benefit increased to $100 from its present $64 level. If no modification were made
in present welfare law, however, many needy
aged, blind, and dIsabled persons would get
no benefit from these substantial increases
in social security since offsetting reductions
would be made in their welfare grants. To
assure that such IndiViduals would enjoy at
least some benefit from the social security
increases, the committee bill requires States
to raise their sta.ndards of need for those in
the aged, blind, and disabled categories by
$10 per month for a single individual and
$15 per month for a. couple. As a result of this
provision, recipients of aid to the aged, blind,
or disabled, who are also social security beneficiaries, would enjoy an increase in total
monthly income of at least $10 ($15 in the
case of a couple).

The method I am proposLl1g to assure
that the aged. blind, or disabled enjoy
benefits from social security increases
eliminates the discriminatory effed of
the so-called pass-along provision, which
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results in the granting of cost-of-living
increases only to those public assistance
recipients who are also beneficiaries of
social security or railroad retirement
benefits.
.
The original pass-along provisions, inclUded in the 1965 and 1967 social security amendments, permitted States in
determining an individual's need' for
public assis~ance payments, to exclude
$5 and $7.00 per month, respectively,
from any source although these provisions were designed with the 1965 and
1967 social security increases in mind.
Later pass-along provisions, however
have applied exclusively to the income
received from social security and railroad retirement benefits, and thereby
have not helped those public assistance
recipients who receive no additional income or who receive income other than
that afforded by social security or railroad retirement benefits. My bill would
rectify this situation by substituting the
"increase in standard-of-need" concept
for the "pass-along" concept.
In addition, my bill would eliminate
the necessity of repeatedly legislating to
afford public assistance recipients the
~enefits of social security cost-of-living
mcreases by providing for automatic increases in the standard of need. To illustrate the need for such a permanent
automatic mechanism, let me trac~
b:i~fiY tI;1e histo~y ?f the pass-along proVlSl?nS sm~e theIr mception 6 years ago:
'Ihe SOCIa! Security Amendments of
1~~5 (Public Law .89-97) inclUded a proVISIOn that permItted States, in determ1J?ing an individual's need for public
ass.Istance payments, to exclude up to $5
of mcome per month from any source.
The Social Security Amendments of
1967 (Public Law 90-248) amended the
pass-along provision enacted in 1965 to
increase the income exclusion from $5 to
$7.50 per month.
The Tax Reform Act of 1969 (Public
Law 91-172) included in section 1006 a
requirement that, in determining the
need of its public assistance recipients
States must disregard the retroactiv~
payment of the social security increase
received April 1970. Section 1007 of the
Tax Reform Act required States to exclude up to $4 per month of social security benefits in determining the amount
of public assistance payments. This provision was applicable through July 1970.
The 1970 social security amendments
to the act to continue the suspension of
duties on manganese ore (Public Law
91-306) extended the pass-along provided in section 1007 of the Tax Reform
Act of 1969 through October 1970.
The January 1971 amendments to the
Social Security Act (Public Law 91-669)
extended the pass-along provided in section 1007 of the Tax Reform Act of 1969
through December 1971.
The March 1971 social security amendments to the act to increase the public
debt (Public Law 92-5) made it optional
for States to disregard retroactive social security benefits in determining
public assistance payments from January through April 1971.
The December 1971 amendments to
the Social Security Act-Public Law 92223-extended the passalong provided

