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An Act

To provide for reconciliation pursuant to section 202(a) of the concurrent resolution
on the budget for fiscal year 2006 (H. Con. Res. 95).

Be it enacted by the Senate and House of Representatives of
the United States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the “Deficit Reduction Act of 2005”.
SEC. 2. TABLE OF TITLES.

The table of titles is as follows:

TITLE I—AGRICULTURE PROVISIONS
TITLE II—HOUSING AND DEPOSIT INSURANCE PROVISIONS
TITLE III—DIGITAL TELEVISION TRANSITION AND PUBLIC SAFETY
TITLE IV—TRANSPORTATION PROVISIONS
TITLE V—MEDICARE
TITLE VI—-MEDICAID AND SCHIP
TITLE VII—HUMAN RESOURCES AND OTHER PROVISIONS
TITLE VIII—EDUCATION AND PENSION BENEFIT PROVISIONS
TITLE IX—LIHEAP PROVISIONS
TITLE X—JUDICIARY RELATED PROVISIONS

TITLE I—AGRICULTURE PROVISIONS

SECTION 1001. SHORT TITLE.

This title may be cited as the “Agricultural Reconciliation Act
of 2005”.

Subtitle A—Commodity Programs

SEC. 1101. NATIONAL DAIRY MARKET LOSS PAYMENTS.

(a) AMOUNT.—Section 1502(c) of the Farm Security and Rural
Investment Act of 2002 (7 U.S.C. 7982(c)) is amended by striking
paragraph (3) and inserting the following new paragraph:

“3)(A) during the period beginning on the first day of
the month the producers on a dairy farm enter into a contract
under this section and ending on September 30, 2005, 45 per-
cent;

“(B) during the period beginning on October 1, 2005, and
ending on August 31, 2007, 34 percent; and
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“(C) during the period beginning on September 1, 2007,

0 percent.”.

(b) DURATION.—Section 1502 of the Farm Security and Rural
Investment Act of 2002 (7 U.S.C. 7982) is amended by striking
“2005” each place it appears in subsections (f) and (g)(1) and
inserting “2007”.

(c) CONFORMING AMENDMENTS.—Section 1502 of the Farm Secu-
rity and Rural Investment Act of 2002 (7 U.S.C. 7982) is amended—

(1) in subsection (g)(1), by striking “and subsection (h)”;
and
(2) by striking subsection (h).

SEC. 1102. ADVANCE DIRECT PAYMENTS.

(a) COVERED COMMODITIES.—Section 1103(d)(2) of the Farm
Security and Rural Investment Act of 2002 (7 U.S.C. 7913(d)(2))
is amended in the first sentence by striking “2007 crop years”
and inserting “2005 crop years, up to 40 percent of the direct
payment for a covered commodity for the 2006 crop year, and
up to 22 percent of the direct payment for a covered commodity
for the 2007 crop year,”.

(b) PEANUTS.—Section 1303(e)(2) of the Farm Security and
Rural Investment Act of 2002 (7 U.S.C. 7953(e)(2)) is amended
in the first sentence by striking “2007 crop years” and inserting
“2005 crop years, up to 40 percent of the direct payment for the
2006 crop year, and up to 22 percent of the direct payment for
the 2007 crop year,”.

SEC. 1103. COTTON COMPETITIVENESS PROVISIONS.

(a) REPEAL OF AUTHORITY TO ISSUE COTTON USER MARKETING
CERTIFICATES.—Section 1207 of the Farm Security and Rural
Investment Act of 2002 (7 U.S.C. 7937) is amended—

(1) by striking subsection (a); and
(2) in subsection (b)(1)—

(A) in subparagraph (B), by striking “, adjusted for
the value of any certificate issued under subsection (a),”;
and

(B) in subparagraph (C), by striking “, for the value
of any certificates issued under subsection (a)”.

(b) EFFECTIVE DATE.—The amendments made by this section
take effect on August 1, 2006.

Subtitle B—Conservation

SEC. 1201. WATERSHED REHABILITATION PROGRAM.

The authority to obligate funds previously made available under
section 14(h)(1) of the Watershed Protection and Flood Prevention
Act (16 U.S.C. 1012(h)(1)) for a fiscal year and unobligated as
of October 1, 2006, is hereby cancelled effective on that date.

SEC. 1202. CONSERVATION SECURITY PROGRAM.

(a) EXTENSION.—Section 1238A(a) of the Food Security Act
of 1985 (16 U.S.C. 3838a(a)) is amended by striking “2007” and
inserting “2011”.

(b) FUNDING.—Section 1241(a)(3) of the Food Security Act of
1985 (16 U.S.C. 3841(a)3)) is amended by striking “not more than
$6,037,000,000” and all that follows through “2014.” and inserting
the following: “not more than—
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“(A) $1,954,000,000 for the period of fiscal years 2006
through 2010; and

“B) $5,650,000,000 for the period of fiscal years 2006
through 2015.”.

SEC. 1203. ENVIRONMENTAL QUALITY INCENTIVES PROGRAM.

(a) EXTENSION.—Section 1240B(a)(1) of the Food Security Act
of 1985 (16 U.S.C. 3839aa—2(a)(1)) is amended by striking “2007”
and inserting “2010”.

(b) LIMITATION ON PAYMENTS.—Section 1240G of the Food Secu-
rity Act of 1985 (16 U.S.C. 3839aa-7) is amended by striking
“the period of fiscal years 2002 through 2007” and inserting “any
six-year period”.

(c) FUNDING.—Section 1241(a)(6) of the Food Security Act of
1985 (16 U.S.C. 3841(a)(6)) is amended—

(1) by striking “and” at the end of subparagraph (D); and
(2) by striking subparagraph (E) and inserting the following
new subparagraphs:
“(E) $1,270,000,000 in each of fiscal years 2007 through
2009; and
“(F) $1,300,000,000 in fiscal year 2010.”.

Subtitle C—Energy

SEC. 1301. RENEWABLE ENERGY SYSTEMS AND ENERGY EFFICIENCY
IMPROVEMENTS PROGRAM.

Section 9006(f) of the Farm Security and Rural Investment
Act of 2002 (7 U.S.C. 8106(f)) is amended by striking “2007” and
inserting “2006 and $3,000,000 for fiscal year 2007”.

Subtitle D—Rural Development

SEC. 1401. ENHANCED ACCESS TO BROADBAND TELECOMMUNI-
CATIONS SERVICES IN RURAL AREAS.

The authority to obligate funds previously made available under
section 601(j)(1) of the Rural Electrification Act of 1936 for a fiscal
year and unobligated as of October 1, 2006, is hereby cancelled
effective on that date.

SEC. 1402. VALUE-ADDED AGRICULTURAL PRODUCT MARKET
DEVELOPMENT GRANTS.

The authority to obligate funds previously made available under
section 231(b)(4) of the Agricultural Risk Protection Act of 2000
(Public Law 106-224; 7 U.S.C. 1621 note) for a fiscal year and
unobligated as of October 1, 2006, is hereby cancelled effective
on that date.

SEC. 1403. RURAL BUSINESS INVESTMENT PROGRAM.

(a) TERMINATION OF FISCAL YEAR 2007 AND SUBSEQUENT
FUNDING.—Subsection (a)(1) of section 384S of the Consolidated
Farm and Rural Development Act (7 U.S.C. 2009cc—18) is amended
by inserting after “necessary” the following: “through fiscal year
2006”.

(b) CANCELLATION OF UNOBLIGATED PRIOR-YEAR FUNDS.—The
authority to obligate funds previously made available under such
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section and unobligated as of October 1, 2006, is hereby cancelled
effective on that date.

SEC. 1404. RURAL BUSINESS STRATEGIC INVESTMENT GRANTS.

The authority to obligate funds previously made available under
section 385E of the Consolidated Farm and Rural Development
Act and unobligated as of October 1, 2006, is hereby cancelled
effective on that date.

SEC. 1405. RURAL FIREFIGHTERS AND EMERGENCY PERSONNEL
GRANTS.

(a) TERMINATION OF FISCAL YEAR 2007 FUNDING.—Subsection
(c) of section 6405 of the Farm Security and Rural Investment
Act of 2002 (7 U.S.C. 2655) is amended by striking “2007” and
inserting “2006”.

(b) CANCELLATION OF UNOBLIGATED PRIOR-YEAR FUNDS.—The
authority to obligate funds previously made available under such
section for a fiscal year and unobligated as of October 1, 2006,
is hereby cancelled effective on that date.

Subtitle E—Research

SEC. 1501. INITIATIVE FOR FUTURE FOOD AND AGRICULTURE SYS-
TEMS.

(a) TERMINATION OF F1scAL YEAR 2007, 2008, AND 2009 TRANS-
FERS.—Subsection (b)(3)(D) of section 401 of the Agricultural
Research, Extension, and Education Reform Act of 1998 (7 U.S.C.
7621) is amended by striking “2006” and inserting “2009”.

(b) TERMINATION OF MULTI-YEAR AVAILABILITY OF FISCAL YEAR
2006 FunDs.—Paragraph (6) of subsection (f) of such section is
amended to read as follows:

“(6) AVAILABILITY OF FUNDS.—

“(A) TWO-YEAR AVAILABILITY.—Except as provided in
subparagraph (B), funds for grants under this section shall
be available to the Secretary for obligation for a 2-year
period beginning on the date of the transfer of the funds
under subsection (b).

“(B) EXCEPTION FOR FISCAL YEAR 2006 TRANSFER.—In
the case of the funds required to be transferred by sub-
section (b)(3)(C), the funds shall be available to the Sec-
retary for obligation for the 1-year period beginning on
October 1, 2005.”

TITLE II—HOUSING AND DEPOSIT
INSURANCE PROVISIONS

Subtitle A—FHA Asset Disposition

SEC. 2001. DEFINITIONS.

For purposes of this subtitle, the following definitions shall
apply:
(1) The term “affordability requirements” means any
requirements or restrictions imposed by the Secretary, at the
time of sale, on a multifamily real property or a multifamily
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loan, such as use restrictions, rent restrictions, and rehabilita-
tion requirements.

(2) The term “discount sale” means the sale of a multifamily
real property in a transaction, such as a negotiated sale, in
which the sale price is lower than the property market value
and is set outside of a competitive bidding process that has
no affordability requirements.

(3) The term “discount loan sale” means the sale of a
multifamily loan in a transaction, such as a negotiated sale,
in which the sale price is lower than the loan market value
and is set outside of a competitive bidding process that has
no affordability requirements.

(4) The term “loan market value” means the value of a
multifamily loan, without taking into account any affordability
requirements.

(5) The term “multifamily real property” means any rental
or cooperative housing project of 5 or more units owned by
the Secretary that prior to acquisition by the Secretary was
security for a loan or loans insured under title II of the National
Housing Act.

(6) The term “multifamily loan” means a loan held by
the Secretary and secured by a multifamily rental or coopera-
tive housing project of 5 or more units that was formerly
insured under title IT of the National Housing Act.

(7) The term “property market value” means the value
of a multifamily real property for its current use, without
taking into account any affordability requirements.

(8) The term “Secretary” means the Secretary of Housing
and Urban Development.

SEC. 2002. APPROPRIATED FUNDS REQUIREMENT FOR BELOW-
MARKET SALES.

(a) DIsCOUNT SALES.—Notwithstanding any other provision of
law, except for affordability requirements for the elderly and dis-
abled required by statute, disposition by the Secretary of a multi-
family real property during fiscal years 2006 through 2010 through
a discount sale under sections 207(1) or 246 of the National Housing
Act (12 U.S.C. 1713(), 1715z-11), section 203 of the Housing and
Community Development Amendments of 1978 (12 U.S.C. 1701z—
11), or section 204 of the Departments of Veterans Affairs and
Housing and Urban Development, and Independent Agencies Appro-
priations Act, 1997 (12 U.S.C. 1715z-11a), shall be subject to the
availability of appropriations to the extent that the property market
value exceeds the sale proceeds. If the multifamily real property
is sold, during such fiscal years, for an amount equal to or greater
than the property market value then the transaction is not subject
to the availability of appropriations.

(b) D1scOUNT LOAN SALES.—Notwithstanding any other provi-
sion of law and in accordance with the Federal Credit Reform
Act of 1990 (2 U.S.C. 661 et seq.), a discount loan sale during
fiscal years 2006 through 2010 under section 207(k) of the National
Housing Act (12 U.S.C. 1713(k)), section 203(k) of the Housing
and Community Development Amendments of 1978 (12 U.S.C.
1701z-11(k)), or section 204(a) of the Departments of Veterans
Affairs and Housing and Urban Development, and Independent
Agencies Appropriations Act, 1997 (12 U.S.C. 1715z-11a(a)), shall
be subject to the availability of appropriations to the extent that
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the loan market value exceeds the sale proceeds. If the multifamily
loan is sold, during such fiscal years, for an amount equal to
or greater than the loan market value then the transaction is
not subject to the availability of appropriations.

(¢) AppLICABILITY.—This section shall not apply to any trans-
action that formally commences within one year prior to the enact-
ment of this section.

SEC. 2003. UP-FRONT GRANTS.

(a) 1997 Act.—Section 204(a) of the Departments of Veterans
Affairs and Housing and Urban Development, and Independent
Agencies Appropriations Act, 1997 (12 U.S.C. 1715z-11a(a)) is
amended by adding at the end the following new sentence: “A
grant provided under this subsection during fiscal years 2006
through 2010 shall be available only to the extent that appropria-
tions are made in advance for such purposes and shall not be
derived from the General Insurance Fund.”.

(b) 1978 Act.—Section 203(f)(4) of the Housing and Community
Development Amendments of 1978 (12 U.S.C. 1701z-11(f)(4)) is
amended by adding at the end the following new sentence: “This
paragraph shall be effective during fiscal years 2006 through 2010
only to the extent that such budget authority is made available
for use under this paragraph in advance in appropriation Acts.”.

(c) APPLICABILITY.—The amendments made by this section shall
not apply to any transaction that formally commences within one
year prior to the enactment of this section.

Subtitle B—Deposit Insurance

SEC. 2101. SHORT TITLE.

This subtitle may be cited as the “Federal Deposit Insurance
Reform Act of 2005”.

SEC. 2102. MERGING THE BIF AND SAIF.

(a) IN GENERAL.—

(1) MERGER.—The Bank Insurance Fund and the Savings
Association Insurance Fund shall be merged into the Deposit
Insurance Fund.

(2) DISPOSITION OF ASSETS AND LIABILITIES.—AIl assets and
liabilities of the Bank Insurance Fund and the Savings Associa-
tion Insurance Fund shall be transferred to the Deposit Insur-
ance Fund.

(3) NO SEPARATE EXISTENCE.—The separate existence of
the Bank Insurance Fund and the Savings Association Insur-
ance Fund shall cease on the effective date of the merger
thereof under this section.

(b) REPEAL OF OUTDATED MERGER PROVISION.—Section 2704
of the Deposit Insurance Funds Act of 1996 (12 U.S.C. 1821 note)
is repealed.

(¢) EFFECTIVE DATE.—This section shall take effect no later
than the first day of the first calendar quarter that begins after
t}f}e }fn(}% of the 90-day period beginning on the date of the enactment
of this Act.

SEC. 2103. INCREASE IN DEPOSIT INSURANCE COVERAGE.

(a) IN GENERAL.—Section 11(a)(1) of the Federal Deposit Insur-
ance Act (12 U.S.C. 1821(a)(1)) is amended—
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(1) by striking subparagraph (B) and inserting the following
new subparagraph:

“(B) NET AMOUNT OF INSURED DEPOSIT.—The net
amount due to any depositor at an insured depository
institution shall not exceed the standard maximum deposit
insurance amount as determined in accordance with sub-
paragraphs (C), (D), (E) and (F) and paragraph (3).”; and
(2) by adding at the end the following new subparagraphs:

“(E) STANDARD MAXIMUM DEPOSIT INSURANCE AMOUNT
DEFINED.—For purposes of this Act, the term ‘standard
maximum deposit insurance amount’ means $100,000,
adjusted as provided under subparagraph (F) after March
31, 2010.

“(F) INFLATION ADJUSTMENT.—

“(i) IN GENERAL.—By April 1 of 2010, and the
1st day of each subsequent 5-year period, the Board
of Directors and the National Credit Union Administra-
tion Board shall jointly consider the factors set forth
under clause (v), and, upon determining that an infla-
tion adjustment is appropriate, shall jointly prescribe
the amount by which the standard maximum deposit
insurance amount and the standard maximum share
insurance amount (as defined in section 207(k) of the
Federal Credit Union Act) applicable to any depositor
at an insured depository institution shall be increased
by calculating the product of—

“(I) $100,000; and

“(II) the ratio of the published annual value
of the Personal Consumption Expenditures Chain-
Type Price Index (or any successor index thereto),
published by the Department of Commerce, for
the calendar year preceding the year in which
the adjustment is calculated under this clause,
to the published annual value of such index for
the calendar year preceding the date this subpara-
graph takes effect under the Federal Deposit
Insurance Reform Act of 2005.

The values used in the calculation under subclause

(IT) shall be, as of the date of the calculation, the

values most recently published by the Department of

Commerce.

“(ii) ROUNDING.—If the amount determined under
clause (ii) for any period is not a multiple of $10,000,
the amount so determined shall be rounded down to
the nearest $10,000.

“(iii)) PUBLICATION AND REPORT TO THE CON-
GRESS.—Not later than April 5 of any calendar year
in which an adjustment is required to be calculated
under clause (i) to the standard maximum deposit
insurance amount and the standard maximum share
insurance amount under such clause, the Board of
Directors and the National Credit Union Administra-
tion Board shall—

“I) publish in the Federal Register the
standard maximum deposit insurance amount, the
standard maximum share insurance amount, and
the amount of coverage under paragraph (3)(A)
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and section 207(k)(3) of the Federal Credit Union
Act, as so calculated; and
“(II) jointly submit a report to the Congress

containing the amounts described in subclause (I).

“(iv) 6-MONTH IMPLEMENTATION PERIOD.—Unless
an Act of Congress enacted before July 1 of the cal-
endar year in which an adjustment is required to be
calculated under clause (i) provides otherwise, the
increase in the standard maximum deposit insurance
amount and the standard maximum share insurance
amount shall take effect on January 1 of the year
immediately succeeding such calendar year.

“(v) INFLATION ADJUSTMENT CONSIDERATION.—In
making any determination under clause (i) to increase
the standard maximum deposit insurance amount and
the standard maximum share insurance amount, the
Board of Directors and the National Credit Union
Administration Board shall jointly consider—

“(I) the overall state of the Deposit Insurance

Fund and the economic conditions affecting

insured depository institutions;

“(II) potential problems affecting insured
depository institutions; or

“(III) whether the increase will cause the
reserve ratio of the fund to fall below 1.15 percent
of estimated insured deposits.”.

(b) COVERAGE FOR CERTAIN EMPLOYEE BENEFIT PLAN
DEepPosITS.—Section 11(a)(1)(D) of the Federal Deposit Insurance
Act (12 U.S.C. 1821(a)(1)(D)) is amended to read as follows:

“(D) COVERAGE FOR CERTAIN EMPLOYEE BENEFIT PLAN
DEPOSITS.—

“(i) PASS-THROUGH INSURANCE.—The Corporation
shall provide pass-through deposit insurance for the
deposits of any employee benefit plan.

“(i1) PROHIBITION ON ACCEPTANCE OF BENEFIT PLAN
DEPOSITS.—An insured depository institution that is
not well capitalized or adequately capitalized may not
accept employee benefit plan deposits.

“(iii) DEFINITIONS.—For purposes of this subpara-
graph, the following definitions shall apply:

“I) CAPITAL STANDARDS.—The terms ‘well
capitalized’ and ‘adequately capitalized’ have the

same meanings as in section 38.

“(II) EMPLOYEE BENEFIT PLAN.—The term

‘employee benefit plan’ has the same meaning as

in paragraph (5)(B)(ii), and includes any eligible

deferred compensation plan described in section

457 of the Internal Revenue Code of 1986.

“(III) PASS-THROUGH DEPOSIT INSURANCE.—

The term ‘pass-through deposit insurance’ means,

with respect to an employee benefit plan, deposit

insurance coverage based on the interest of each
participant, in accordance with regulations issued
by the Corporation.”.

(c) INCREASED AMOUNT OF DEPOSIT INSURANCE FOR CERTAIN
RETIREMENT ACCOUNTS.—Section 11(a)(3)(A) of the Federal Deposit
Insurance Act (12 U.S.C. 1821(a)(3)(A)) is amended by striking



S.1932—9

“$100,000” and inserting “$250,000 (which amount shall be subject
to inflation adjustments as provided in paragraph (1)(F), except
that $250,000 shall be substituted for $100,000 wherever such
term appears in such paragraph)”.

(d) EFFECTIVE DATE.—This section and the amendments made
by this section shall take effect on the date the final regulations
required under section 9(a)(2) take effect.

SEC. 2104. SETTING ASSESSMENTS AND REPEAL OF SPECIAL RULES
RELATING TO MINIMUM ASSESSMENTS AND FREE
DEPOSIT INSURANCE.

(a) SETTING ASSESSMENTS.—Section 7(b)(2) of the Federal
Deposit Insurance Act (12 U.S.C. 1817(b)(2)) is amended—

(1) by striking subparagraphs (A) and (B) and inserting
the following new subparagraphs:

“(A) IN GENERAL.—The Board of Directors shall set
assessments for insured depository institutions in such
amounts as the Board of Directors may determine to be
necessary or appropriate, subject to subparagraph (D).

“(B) FACTORS TO BE CONSIDERED.—In setting assess-
ments under subparagraph (A), the Board of Directors shall
consider the following factors:

“(i) The estimated operating expenses of the
Deposit Insurance Fund.

“(i1) The estimated case resolution expenses and
income of the Deposit Insurance Fund.

“(iii) The projected effects of the payment of assess-
ments on the capital and earnings of insured depository
institutions.

“(iv) The risk factors and other factors taken into
account pursuant to paragraph (1) under the risk-based
assessment system, including the requirement under
such paragraph to maintain a risk-based system.

“(v) Any other factors the Board of Directors may
determine to be appropriate.”; and

(2) by inserting after subparagraph (C) the following new
subparagraph:

“(D) NO DISCRIMINATION BASED ON SIZE.—No insured
depository institution shall be barred from the lowest-risk
category solely because of size.”.

(b) ASSESSMENT RECORDKEEPING PERIOD SHORTENED.—Para-
graph (5) of section 7(b) of the Federal Deposit Insurance Act
(12 U.S.C. 1817(b)) is amended to read as follows:

“(5) DEPOSITORY INSTITUTION REQUIRED TO MAINTAIN
ASSESSMENT-RELATED RECORDS.—Each insured depository
institution shall maintain all records that the Corporation may
require for verifying the correctness of any assessment on the
insured depository institution under this subsection until the
later of—

“(A) the end of the 3-year period beginning on the
due date of the assessment; or

“B) in the case of a dispute between the insured
depository institution and the Corporation with respect
to such assessment, the date of a final determination of
any such dispute.”.
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(c) INCREASE IN FEES FOR LATE ASSESSMENT PAYMENTS.—Sub-
section (h) of section 18 of the Federal Deposit Insurance Act
(12 U.S.C. 1828(h)) is amended to read as follows:

“th) PENALTY FOR FAILURE TO TIMELY PAY ASSESSMENTS.—

“(1) IN GENERAL.—Subject to paragraph (3), any insured
depository institution which fails or refuses to pay any assess-
ment shall be subject to a penalty in an amount of not more
than 1 percent of the amount of the assessment due for each
day that such violation continues.

“(2) EXCEPTION IN CASE OF DISPUTE.—Paragraph (1) shall
not apply if—

“(A) the failure to pay an assessment is due to a
dispute between the insured depository institution and the
Corporation over the amount of such assessment; and

“(B) the insured depository institution deposits security
satisfactory to the Corporation for payment upon final
determination of the issue.

“(3) SPECIAL RULE FOR SMALL ASSESSMENT AMOUNTS.—If
the amount of the assessment which an insured depository
institution fails or refuses to pay is less than $10,000 at the
time of such failure or refusal, the amount of any penalty
to which such institution is subject under paragraph (1) shall
not exceed $100 for each day that such violation continues.

“(4) AUTHORITY TO MODIFY OR REMIT PENALTY.—The Cor-
poration, in the sole discretion of the Corporation, may com-
promise, modify or remit any penalty which the Corporation
may assess or has already assessed under paragraph (1) upon
a finding that good cause prevented the timely payment of
an assessment.”.

(d) STATUTE OF LIMITATIONS FOR ASSESSMENT ACTIONS.—Sub-
section (g) of section 7 of the Federal Deposit Insurance Act (12
U.S.C. 1817(g)) is amended to read as follows:

“(g) ASSESSMENT ACTIONS.—

“(1) IN GENERAL.—The Corporation, in any court of com-
petent jurisdiction, shall be entitled to recover from any insured
depository institution the amount of any unpaid assessment
lawfully payable by such insured depository institution.

“(2) STATUTE OF LIMITATIONS.—The following provisions
shall apply to actions relating to assessments, notwithstanding
any other provision in Federal law, or the law of any State:

“(A) Any action by an insured depository institution
to recover from the Corporation the overpaid amount of
any assessment shall be brought within 3 years after the
date the assessment payment was due, subject to the excep-
tion in subparagraph (E).

“B) Any action by the Corporation to recover from
an insured depository institution the underpaid amount
of any assessment shall be brought within 3 years after
the date the assessment payment was due, subject to the
exceptions in subparagraphs (C) and (E).

“C) If an insured depository institution has made a
false or fraudulent statement with intent to evade any
or all of its assessment, the Corporation shall have until
3 years after the date of discovery of the false or fraudulent
statement in which to bring an action to recover the under-
paid amount.
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“D) Except as provided in subparagraph (C), assess-
ment deposit information contained in records no longer
required to be maintained pursuant to subsection (b)(4)
shall be considered conclusive and not subject to change.

“(E) Any action for the underpaid or overpaid amount
of any assessment that became due before the amendment
to this subsection under the Federal Deposit Insurance
Reform Act of 2005 took effect shall be subject to the
statute of limitations for assessments in effect at the time
the assessment became due.”.

(e) EFFECTIVE DATE.—This section and the amendments made
by this section shall take effect on the date that the final regulations
required under section 9(a)(5) take effect.

SEC. 2105. REPLACEMENT OF FIXED DESIGNATED RESERVE RATIO
WITH RESERVE RANGE.

(a) IN GENERAL.—Section 7(b)(3) of the Federal Deposit Insur-
ance Act (12 U.S.C. 1817(b)(3)) is amended to read as follows:
“(3) DESIGNATED RESERVE RATIO.—
“(A) ESTABLISHMENT.—

“(i) IN GENERAL.—Before the beginning of each
calendar year, the Board of Directors shall designate
the reserve ratio applicable with respect to the Deposit
Insurance Fund and publish the reserve ratio so des-
ignated.

“(i1) RULEMAKING REQUIREMENT.—Any change to
the designated reserve ratio shall be made by the
Board of Directors by regulation after notice and oppor-
tunity for comment.

“(B) RANGE.—The reserve ratio designated by the
Board of Directors for any year—

“di) may not exceed 1.5 percent of estimated
insured deposits; and

“(i1) may not be less than 1.15 percent of estimated
insured deposits.

“(C) FacTORS.—In designating a reserve ratio for any
year, the Board of Directors shall—

“i) take into account the risk of losses to the
Deposit Insurance Fund in such year and future years,
including historic experience and potential and esti-
mated losses from insured depository institutions;

“(ii) take into account economic conditions gen-
erally affecting insured depository institutions so as
to allow the designated reserve ratio to increase during
more favorable economic conditions and to decrease
during less favorable economic conditions, notwith-
standing the increased risks of loss that may exist
during such less favorable conditions, as determined
to be appropriate by the Board of Directors;

“(i1i) seek to prevent sharp swings in the assess-
ment rates for insured depository institutions; and

“(iv) take into account such other factors as the
Board of Directors may determine to be appropriate,
consistent with the requirements of this subparagraph.
“(D) PUBLICATION OF PROPOSED CHANGE IN RATIO.—

In soliciting comment on any proposed change in the des-
ignated reserve ratio in accordance with subparagraph (A),
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the Board of Directors shall include in the published pro-
posal a thorough analysis of the data and projections on
which the proposal is based.”.
(b) EFFECTIVE DATE.—This section and the amendments made
by this section shall take effect on the date that the final regulations
required under section 9(a)(1) take effect.

SEC. 2106. REQUIREMENTS APPLICABLE TO THE RISK-BASED ASSESS-
MENT SYSTEM.

Section 7(b)(1) of the Federal Deposit Insurance Act (12 U.S.C.
1817(b)(1)) is amended by adding at the end the following new
subparagraphs:

“(E) INFORMATION CONCERNING RISK OF LOSS AND ECO-
NOMIC CONDITIONS.—

“(i) SOURCES OF INFORMATION.—For purposes of
determining risk of losses at insured depository institu-
tions and economic conditions generally affecting
depository institutions, the Corporation shall collect
information, as appropriate, from all sources the Board
of Directors considers appropriate, such as reports of
condition, inspection reports, and other information
from all Federal banking agencies, any information
available from State bank supervisors, State insurance
and securities regulators, the Securities and Exchange
Commission (including information described in section
35), the Secretary of the Treasury, the Commodity
Futures Trading Commission, the Farm Credit
Administration, the Federal Trade Commission, any
Federal reserve bank or Federal home loan bank, and
other regulators of financial institutions, and any
information available from credit rating entities, and
other private economic or business analysts.

“(i1) CONSULTATION WITH FEDERAL BANKING AGEN-
CIES.—

“I) IN GENERAL.—Except as provided in sub-
clause (II), in assessing the risk of loss to the
Deposit Insurance Fund with respect to any
insured depository institution, the Corporation
shall consult with the appropriate Federal banking
agency of such institution.

“(II) TREATMENT ON AGGREGATE BASIS.—In the
case of insured depository institutions that are
well capitalized (as defined in section 38) and,
in the most recent examination, were found to
be well managed, the consultation under subclause
(I) concerning the assessment of the risk of loss
posed by such institutions may be made on an
aggregate basis.

“(111) RULE OF CONSTRUCTION.—No provision of this
paragraph shall be construed as providing any new
authority for the Corporation to require submission
of information by insured depository institutions to
the Corporation.

“(F) MODIFICATIONS TO THE RISK-BASED ASSESSMENT
SYSTEM ALLOWED ONLY AFTER NOTICE AND COMMENT.—In
revising or modifying the risk-based assessment system
at any time after the date of the enactment of the Federal
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Deposit Insurance Reform Act of 2005, the Board of Direc-
tors may implement such revisions or modification in final
form only after notice and opportunity for comment.”.

SEC. 2107. REFUNDS, DIVIDENDS, AND CREDITS FROM DEPOSIT INSUR-
ANCE FUND.

(a) IN GENERAL.—Subsection (e) of section 7 of the Federal
Deposit Insurance Act (12 U.S.C. 1817(e)) is amended to read as
follows:

“(e) REFUNDS, DIVIDENDS, AND CREDITS.—

“(1) REFUNDS OF OVERPAYMENTS.—In the case of any pay-
ment of an assessment by an insured depository institution
in excess of the amount due to the Corporation, the Corporation
may—

“(A) refund the amount of the excess payment to the
insured depository institution; or

“B) credit such excess amount toward the payment
of subsequent assessments until such credit is exhausted.
“(2) DIVIDENDS FROM EXCESS AMOUNTS IN DEPOSIT INSUR-

ANCE FUND.—

“(A) RESERVE RATIO IN EXCESS OF 1.5 PERCENT OF ESTI-
MATED INSURED DEPOSITS.—If, at the end of a calendar
year, the reserve ratio of the Deposit Insurance Fund
exceeds 1.5 percent of estimated insured deposits, the Cor-
poration shall declare the amount in the Fund in excess
of the amount required to maintain the reserve ratio at
1.5 percent of estimated insured deposits, as dividends
to be paid to insured depository institutions.

“(B) RESERVE RATIO EQUAL TO OR IN EXCESS OF 1.35
PERCENT OF ESTIMATED INSURED DEPOSITS AND NOT MORE
THAN 1.5 PERCENT.—If, at the end of a calendar year, the
reserve ratio of the Deposit Insurance Fund equals or
exceeds 1.35 percent of estimated insured deposits and
is not more than 1.5 percent of such deposits, the Corpora-
tion shall declare the amount in the Fund that is equal
to 50 percent of the amount in excess of the amount
required to maintain the reserve ratio at 1.35 percent of
the estimated insured deposits as dividends to be paid
to insured depository institutions.

“(C) BASIS FOR DISTRIBUTION OF DIVIDENDS.—

“(1) IN GENERAL.—Solely for the purposes of divi-
dend distribution under this paragraph, the Corpora-
tion shall determine each insured depository institu-
tion’s relative contribution to the Deposit Insurance
Fund (or any predecessor deposit insurance fund) for
calculating such institution’s share of any dividend
declared under this paragraph, taking into account
the factors described in clause (ii).

“(i1) FACTORS FOR DISTRIBUTION.—In implementing
this paragraph in accordance with regulations, the Cor-
poration shall take into account the following factors:

“I) The ratio of the assessment base of an
insured depository institution (including any
predecessor) on December 31, 1996, to the assess-
ment base of all eligible insured depository institu-
tions on that date.
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“(II) The total amount of assessments paid
on or after January 1, 1997, by an insured deposi-
tory institution (including any predecessor) to the
Deposit Insurance Fund (and any predecessor
deposit insurance fund).

“(IIT) That portion of assessments paid by an
insured depository institution (including any
predecessor) that reflects higher levels of risk
assumed by such institution.

“(IV) Such other factors as the Corporation
may determine to be appropriate.

“(D) NOTICE AND OPPORTUNITY FOR COMMENT.—The
Corporation shall prescribe by regulation, after notice and
opportunity for comment, the method for the calculation,
declaration, and payment of dividends under this para-
graph.

“(E) LIMITATION.—The Board of Directors may suspend
or limit dividends paid under subparagraph (B), if the
Board determines in writing that—

“(1) a significant risk of losses to the Deposit Insur-
ance Fund exists over the next 1-year period; and

“(i1) it is likely that such losses will be sufficiently
high as to justify a finding by the Board that the
reserve ratio should temporarily be allowed—

“(I) to grow without requiring dividends under
subparagraph (B); or

“(II) to exceed the maximum amount estab-
lished under subsection (b)(3)(B)(1).

“(F) CONSIDERATIONS.—In making a determination
under subparagraph (E), the Board shall consider—

“(1) national and regional conditions and their
impact on insured depository institutions;

“(ii) potential problems affecting insured depository
institutions or a specific group or type of depository
institution;

“(iii) the degree to which the contingent liability
of the Corporation for anticipated failures of insured
institutions adequately addresses concerns over
funding levels in the Deposit Insurance Fund; and

“(iv) any other factors that the Board determines
are appropriate.

“(G) REVIEW OF DETERMINATION.—

“(i) ANNUAL REVIEW.—A determination to suspend
or limit dividends under subparagraph (E) shall be
reviewed by the Board of Directors annually.

“(i1) ACTION BY BOARD.—Based on each annual
review under clause (i), the Board of Directors shall
either renew or remove a determination to suspend
or limit dividends under subparagraph (E), or shall
make a new determination in accordance with this
paragraph. Unless justified under the terms of the
renewal or new determination, the Corporation shall
be required to provide cash dividends under subpara-
graph (A) or (B), as appropriate.

“(3) ONE-TIME CREDIT BASED ON TOTAL ASSESSMENT BASE
AT YEAR-END 1996.—
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“(A) IN GENERAL.—Before the end of the 270-day period
beginning on the date of the enactment of the Federal
Deposit Insurance Reform Act of 2005, the Board of Direc-
tors shall, by regulation after notice and opportunity for
comment, provide for a credit to each eligible insured
depository institution (or a successor insured depository
institution), based on the assessment base of the institution
on December 31, 1996, as compared to the combined aggre-
gate assessment base of all eligible insured depository
institutions, taking into account such factors as the Board
of Directors may determine to be appropriate.

“B) CreEpIT LIMIT.—The aggregate amount of credits
available under subparagraph (A) to all eligible insured
depository institutions shall equal the amount that the
Corporation could collect if the Corporation imposed an
assessment of 10.5 basis points on the combined assessment
base of the Bank Insurance Fund and the Savings Associa-
tion Insurance Fund as of December 31, 2001.

“(C) ELIGIBLE INSURED DEPOSITORY INSTITUTION
DEFINED.—For purposes of this paragraph, the term
‘eligible insured depository institution’ means any insured
depository institution that—

“(1) was in existence on December 31, 1996, and
paid a deposit insurance assessment prior to that date;
or

“(ii) is a successor to any insured depository
institution described in clause (i).

“(D) APPLICATION OF CREDITS.—

“(i) IN GENERAL.—Subject to clause (ii), the amount
of a credit to any eligible insured depository institution
under this paragraph shall be applied by the Corpora-
tion, subject to subsection (b)(3)(E), to the assessments
imposed on such institution under subsection (b) that
become due for assessment periods beginning after the
effective date of regulations prescribed under subpara-
graph (A).

“(i1) TEMPORARY RESTRICTION ON USE OF CREDITS.—
The amount of a credit to any eligible insured deposi-
tory institution under this paragraph may not be
applied to more than 90 percent of the assessments
imposed on such institution under subsection (b) that
become due for assessment periods beginning in fiscal
years 2008, 2009, and 2010.

“(iii)) REGULATIONS.—The regulations prescribed
under subparagraph (A) shall establish the qualifica-
tions and procedures governing the application of
assessment credits pursuant to clause (i).

“(E) LIMITATION ON AMOUNT OF CREDIT FOR CERTAIN
DEPOSITORY INSTITUTIONS.—In the case of an insured
depository institution that exhibits financial, operational,
or compliance weaknesses ranging from moderately severe
to unsatisfactory, or is not adequately capitalized (as
defined in section 38) at the beginning of an assessment
period, the amount of any credit allowed under this para-
graph against the assessment on that depository institution
for such period may not exceed the amount calculated
by applying to that depository institution the average



S.1932—16

assessment rate on all insured depository institutions for

such assessment period.

“(F) SuccCESSOR DEFINED.—The Corporation shall
define the term ‘successor’ for purposes of this paragraph,
by regulation, and may consider any factors as the Board
may deem appropriate.

“(4) ADMINISTRATIVE REVIEW.—

“(A) IN GENERAL.—The regulations prescribed under
paragraphs (2)(D) and (3) shall include provisions allowing
an insured depository institution a reasonable opportunity
to challenge administratively the amount of the credit or
dividend determined under paragraph (2) or (3) for such
institution.

“(B) ADMINISTRATIVE REVIEW.—Any review under
subparagraph (A) of any determination of the Corporation
under paragraph (2) or (3) shall be final and not subject
to judicial review.”.

(b) DEFINITION OF RESERVE RATIO.—Section 3(y) of the Federal
Deposit Insurance Act (12 U.S.C. 1813(y)) (as amended by section
2105(b) of this subtitle) is amended by adding at the end the
following new paragraph:

“(3) RESERVE RATIO.—The term ‘reserve ratio’, when used
with regard to the Deposit Insurance Fund other than in
connection with a reference to the designated reserve ratio,
means the ratio of the net worth of the Deposit Insurance
Fund to the value of the aggregate estimated insured deposits.”.

SEC. 2108. DEPOSIT INSURANCE FUND RESTORATION PLANS.

Section 7(b)(3) of the Federal Deposit Insurance Act (12 U.S.C.
1817(b)(3)) (as amended by section 2105(a) of this subtitle) is
amended by adding at the end the following new subparagraph:

“(E) DIF RESTORATION PLANS.—

“(1) IN GENERAL.—Whenever—

“I) the Corporation projects that the reserve
ratio of the Deposit Insurance Fund will, within

6 months of such determination, fall below the

minimum amount specified in subparagraph (B)(ii)

for the designated reserve ratio; or
“(IT) the reserve ratio of the Deposit Insurance
Fund actually falls below the minimum amount
specified in subparagraph (B)(ii) for the designated
reserve ratio without any determination under
subclause (I) having been made,
the Corporation shall establish and implement a
Deposit Insurance Fund restoration plan within 90
days that meets the requirements of clause (ii) and
such other conditions as the Corporation determines
to be appropriate.

“(i1l) REQUIREMENTS OF RESTORATION PLAN.—A
Deposit Insurance Fund restoration plan meets the
requirements of this clause if the plan provides that
the reserve ratio of the Fund will meet or exceed
the minimum amount specified in subparagraph (B)(ii)
for the designated reserve ratio before the end of the
5-year period beginning upon the implementation of
the plan (or such longer period as the Corporation
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may determine to be necessary due to extraordinary
circumstances).

“(iii) RESTRICTION ON ASSESSMENT CREDITS.—As
part of any restoration plan under this subparagraph,
the Corporation may elect to restrict the application
of assessment credits provided under subsection (e)(3)
for any period that the plan is in effect.

“(iv) LIMITATION ON RESTRICTION.—Notwith-
standing clause (iii), while any restoration plan under
this subparagraph is in effect, the Corporation shall
apply credits provided to an insured depository institu-
tion under subsection (e)(3) against any assessment
imposed on the institution for any assessment period
in an amount equal to the lesser of—

“(I) the amount of the assessment; or
“(II) the amount equal to 3 basis points of
the institution’s assessment base.

“(v) TRANSPARENCY.—Not more than 30 days after
the Corporation establishes and implements a restora-
tion plan under clause (i), the Corporation shall publish
in the Federal Register a detailed analysis of the fac-
tors considered and the basis for the actions taken
with regard to the plan.”.

SEC. 2109. REGULATIONS REQUIRED.

(a) IN GENERAL.—Not later than 270 days after the date of
the enactment of this Act, the Board of Directors of the Federal
Deposit Insurance Corporation shall prescribe final regulations,
after notice and opportunity for comment—

(1) designating the reserve ratio for the Deposit Insurance
Fund in accordance with section 7(b)(3) of the Federal Deposit
Insurance Act (as amended by section 2105 of this subtitle);

(2) implementing increases in deposit insurance coverage
in accordance with the amendments made by section 2103
of this subtitle;

(3) implementing the dividend requirement under section
7(e)(2) of the Federal Deposit Insurance Act (as amended by
section 2107 of this subtitle);

(4) implementing the 1-time assessment credit to certain
insured depository institutions in accordance with section
7(e)(3) of the Federal Deposit Insurance Act, as amended by
section 2107 of this subtitle, including the qualifications and
procedures under which the Corporation would apply assess-
ment credits; and

(5) providing for assessments under section 7(b) of the
Federal Deposit Insurance Act, as amended by this subtitle.
(b) TRANSITION PROVISIONS.—

(1) CONTINUATION OF EXISTING ASSESSMENT REGULA-
TIONS.—No provision of this subtitle or any amendment made
by this subtitle shall be construed as affecting the authority
of the Corporation to set or collect deposit insurance assess-
ments pursuant to any regulations in effect before the effective
date of the final regulations prescribed under subsection (a).

(2) TREATMENT OF DIF MEMBERS UNDER EXISTING REGULA-
TIONS.—As of the date of the merger of the Bank Insurance
Fund and the Savings Association Insurance Fund pursuant
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to section 2102, the assessment regulations in effect imme-
diately before the date of the enactment of this Act shall con-
tinue to apply to all members of the Deposit Insurance Fund,
until such regulations are modified by the Corporation, notwith-
standing that such regulations may refer to “Bank Insurance
Fund members” or “Savings Association Insurance Fund mem-
bers”.

TITLE III—DIGITAL TELEVISION
TRANSITION AND PUBLIC SAFETY

SEC. 3001. SHORT TITLE; DEFINITION.

(a) SHORT TITLE.—This title may be cited as the “Digital Tele-
vision Transition and Public Safety Act of 2005”.

(b) DEFINITION.—As used in this Act, the term “Assistant Sec-
retary” means the Assistant Secretary for Communications and
Information of the Department of Commerce.

SEC. 3002. ANALOG SPECTRUM RECOVERY: FIRM DEADLINE.

(a) AMENDMENTS.—Section 309(j)(14) of the Communications
Act of 1934 (47 U.S.C. 309(j)(14)) is amended—

(1) in subparagraph (A)—

(A) by inserting “full-power” before “television broad-
cast license”; and
(B) by striking “December 31, 2006” and inserting “Feb-

ruary 17, 2009”;

(2) by striking subparagraph (B);

(3) in subparagraph (C)(i)(I), by striking “or (B)”;

(4) in subparagraph (D), by striking “subparagraph (C)(i)”
and inserting “subparagraph (B)(1)”; and

(5) by redesignating subparagraphs (C) and (D) as subpara-
graphs (B) and (C), respectively.

(b) TERMINATIONS OF ANALOG LICENSES AND BROADCASTING.—
The Federal Communications Commission shall take such actions
as are necessary—

(1) to terminate all licenses for full-power television stations
in the analog television service, and to require the cessation
of broadcasting by full-power stations in the analog television
service, by February 18, 2009; and

(2) to require by February 18, 2009, that all broadcasting
by Class A stations, whether in the analog television service
or digital television service, and all broadcasting by full-power
stations in the digital television service, occur only on channels
between channels 2 and 36, inclusive, or 38 and 51, inclusive
(between frequencies 54 and 698 megahertz, inclusive).

(c) CONFORMING AMENDMENTS.—

(1) Section 337(e) of the Communications Act of 1934 (47
U.S.C. 337(e)) is amended—

(A) in paragraph (1)—

(1) by striking “CHANNELS 60 TO 69” and inserting
“CHANNELS 52 TO 69”;

(i1) by striking “person who” and inserting “full-
power television station licensee that”;

(iii)) by striking “746 and 806 megahertz” and
inserting “698 and 806 megahertz”; and
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(iv) by striking “the date on which the digital
television service transition period terminates, as
determined by the Commission” and inserting “Feb-
ruary 17, 2009”;

(B) in paragraph (2), by striking “746 megahertz” and
inserting “698 megahertz”.

SEC. 3003. AUCTION OF RECOVERED SPECTRUM.

(a) DEADLINE FOR AUCTION.—Section 309(j) of the Communica-
tions Act of 1934 (47 U.S.C. 309(j)) is amended—

(1) by redesignating the second paragraph (15) of such
section (as added by section 203(b) of the Commercial Spectrum
Enhancement Act (Public Law 108-494; 118 Stat. 3993)), as
paragraph (16) of such section; and

(2) in the first paragraph (15) of such section (as added
by section 3(a) of the Auction Reform Act of 2002 (Public
Law 107-195; 116 Stat. 716)), by adding at the end of subpara-
graph (C) the following new clauses:

“(v) ADDITIONAL DEADLINES FOR RECOVERED ANA-
LOG SPECTRUM.—Notwithstanding subparagraph (B),
the Commission shall conduct the auction of the
licenses for recovered analog spectrum by commencing
the bidding not later than January 28, 2008, and shall
deposit the proceeds of such auction in accordance
with paragraph (8)(E)(ii) not later than June 30, 2008.
“(vi) RECOVERED ANALOG SPECTRUM.—For purposes
of clause (v), the term ‘recovered analog spectrum’
means the spectrum between channels 52 and 69,
inclusive (between frequencies 698 and 806 megahertz,
inclusive) reclaimed from analog television service
broadcasting under paragraph (14), other than—
“I) the spectrum required by section 337 to
be made available for public safety services; and
“(II) the spectrum auctioned prior to the date
of enactment of the Digital Television Transition
and Public Safety Act of 2005.”.
(b) EXTENSION OF AUCTION AUTHORITY.—Section 309(j)(11) of
such Act (47 U.S.C. 309(j)(11)) is amended by striking “2007” and
inserting “2011”.

SEC. 3004. RESERVATION OF AUCTION PROCEEDS.

Section 309()(8) of the Communications Act of 1934 (47 U.S.C.
309(;)(8)) is amended—

(1) in subparagraph (A), by striking “subparagraph (B)
or dsubparagraph (D)’ and inserting “subparagraphs (B), (D),
and (E)”;

(2) in subparagraph (C)(i), by inserting before the semicolon
at the end the following: “, except as otherwise provided in
subparagraph (E)(ii)”; and

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

“(E) TRANSFER OF RECEIPTS.—

“(i) ESTABLISHMENT OF FUND.—There is estab-
lished in the Treasury of the United States a fund
to be known as the Digital Television Transition and
Public Safety Fund.

“(ii) PROCEEDS FOR FUNDS.—Notwithstanding
subparagraph (A), the proceeds (including deposits and
upfront payments from successful bidders) from the
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use of a competitive bidding system under this sub-
section with respect to recovered analog spectrum shall
be deposited in the Digital Television Transition and
Public Safety Fund.

“(iii) TRANSFER OF AMOUNT TO TREASURY.—On Sep-
tember 30, 2009, the Secretary shall transfer
$7,363,000,000 from the Digital Television Transition
and Public Safety Fund to the general fund of the
Treasury.

“(iv) RECOVERED ANALOG SPECTRUM.—For purposes
of clause (i), the term ‘recovered analog spectrum’ has
the meaning provided in paragraph (15)(C)(vi).”.

SEC. 3005. DIGITAL-TO-ANALOG CONVERTER BOX PROGRAM.

(a) CREATION OF PROGRAM.—The Assistant Secretary shall—

(1) implement and administer a program through which
households in the United States may obtain coupons that can
be applied toward the purchase of digital-to-analog converter
boxes; and

(2) make payments of not to exceed $990,000,000, in the
aggregate, through fiscal year 2009 to carry out that program
from the Digital Television Transition and Public Safety Fund
established under section 309(G)8)(E) of the Communications
Act of 1934 (47 U.S.C. 309G)(8)(E)).

(b) CrREDIT.—The Assistant Secretary may borrow from the
Treasury beginning on October 1, 2006, such sums as may be
necessary, but not to exceed $1,500,000,000, to implement this
section. The Assistant Secretary shall reimburse the Treasury, with-
out interest, as funds are deposited into the Digital Television
Transition and Public Safety Fund.

(c) PROGRAM SPECIFICATIONS.—

(1) LIMITATIONS.—

(A) TWO-PER-HOUSEHOLD MAXIMUM.—A household may
obtain coupons by making a request as required by the
regulations under this section between January 1, 2008,
and March 31, 2009, inclusive. The Assistant Secretary
shall ensure that each requesting household receives, via
the United States Postal Service, no more than two cou-
pons.

(B) NO COMBINATIONS OF COUPONS.—Two coupons may
not be used in combination toward the purchase of a single
digital-to-analog converter box.

(C) DURATION.—AII coupons shall expire 3 months after
issuance.

(2) DISTRIBUTION OF COUPONS.—The Assistant Secretary
shall expend not more than $100,000,000 on administrative
expenses and shall ensure that the sum of—

(A) all administrative expenses for the program,
including not more than $5,000,000 for consumer education
concerning the digital television transition and the avail-
ability of the digital-to-analog converter box program; and

(B) the total maximum value of all the coupons
redeemed, and issued but not expired, does not exceed
$990,000,000.

(3) USE OF ADDITIONAL AMOUNT.—If the Assistant Secretary
transmits to the Committee on Energy and Commerce of the
House of Representatives and Committee on Commerce,
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Science, and Transportation of the Senate a statement certi-

fying that the sum permitted to be expended under paragraph

(2) will be insufficient to fulfill the requests for coupons from

eligible households—

(A) paragraph (2) shall be applied—
1) by substituting “$160,000,000” for
“$100,000,000”; and
(ii) by substituting “$1,500,000,000” for
“$990,000,0007;
(B) subsection (a)(2) shall be applied by substituting
“$1,500,000,000” for “$990,000,000”; and
(C) the additional amount permitted to be expended
shall be available 60 days after the Assistant Secretary
sends such statement.
; (4) CourPON VALUE.—The value of each coupon shall be
40.

(d) DEFINITION OF DIGITAL-TO-ANALOG CONVERTER BoXx.—For
purposes of this section, the term “digital-to-analog converter box”
means a stand-alone device that does not contain features or func-
tions except those necessary to enable a consumer to convert any
channel broadcast in the digital television service into a format
that the consumer can display on television receivers designed
to receive and display signals only in the analog television service,
but may also include a remote control device.

SEC. 3006. PUBLIC SAFETY INTEROPERABLE COMMUNICATIONS.

(a) CREATION OF PROGRAM.—The Assistant Secretary, in con-
sultation with the Secretary of the Department of Homeland
Security—

(1) may take such administrative action as is necessary
to establish and implement a grant program to assist public
safety agencies in the acquisition of, deployment of, or training
for the use of interoperable communications systems that uti-
lize, or enable interoperability with communications systems
that can utilize, reallocated public safety spectrum for radio
communication; and

(2) shall make payments of not to exceed $1,000,000,000,
in the aggregate, through fiscal year 2010 to carry out that
program from the Digital Television Transition and Public
Safety Fund established under section 309G)(8)(E) of the
Communications Act of 1934 (47 U.S.C. 309G)(8)(E)).

(b) CREDIT.—The Assistant Secretary may borrow from the
Treasury beginning on October 1, 2006, such sums as may be
necessary, but not to exceed $1,000,000,000, to implement this
section. The Assistant Secretary shall reimburse the Treasury, with-
out interest, as funds are deposited into the Digital Television
Transition and Public Safety Fund.

(¢) CONDITION OF GRANTS.—In order to obtain a grant under
the grant program, a public safety agency shall agree to provide,
from non-Federal sources, not less than 20 percent of the costs
of acquiring and deploying the interoperable communications sys-
tems funded under the grant program.

(d) DEFINITIONS.—For purposes of this section:

(1) PUBLIC SAFETY AGENCY.—The term “public safety
agency” means any State, local, or tribal government entity,
or nongovernmental organization authorized by such entity,
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whose sole or principal purpose is to protect the safety of
life, health, or property.

(2) INTEROPERABLE COMMUNICATIONS SYSTEMS.—The term
“interoperable communications systems” means communica-
tions systems which enable public safety agencies to share
information amongst local, State, Federal, and tribal public
safety agencies in the same area via voice or data signals.

(3) REALLOCATED PUBLIC SAFETY SPECTRUM.—The term
“reallocated public safety spectrum” means the bands of spec-
trum located at 764-776 megahertz and 794-806 megahertz,
inclusive.

SEC. 3007. NYC 9/11 DIGITAL TRANSITION.

(a) FUNDS AVAILABLE.—From the Digital Television Transition
and Public Safety Fund established under section 309(G)(8)(E) of
the Communications Act of 1934 (47 U.S.C. 309G)8)E)) the Assist-
ant Secretary shall make payments of not to exceed $30,000,000,
in the aggregate, which shall be available to carry out this section
for fiscal years 2007 through 2008. The Assistant Secretary may
borrow from the Treasury beginning October 1, 2006, such sums
as may be necessary not to exceed %30,000,000 to implement and
administer the program in accordance with this section. The Assist-
ant Secretary shall reimburse the Treasury, without interest, as
funds are deposited into the Digital Television Transition and Public
Safety Fund.

(b) USE OF FUNDS.—The sums available under subsection (a)
shall be made available by the Assistant Secretary by grant to
be used to reimburse the Metropolitan Television Alliance for costs
incurred in the design and deployment of a temporary digital tele-
vision broadcast system to ensure that, until a permanent facility
atop the Freedom Tower is constructed, the members of the Metro-
politan Television Alliance can provide the New York City area
with an adequate digital television signal as determined by the
Federal Communications Commission.

(c) DEFINITIONS.—For purposes of this section:

(1) METROPOLITAN TELEVISION ALLIANCE.—The term
“Metropolitan Television Alliance” means the organization
formed by New York City television broadcast station licensees
to locate new shared facilities as a result of the attacks on
September 11, 2001 and the loss of use of shared facilities
that housed broadcast equipment.

(2) NEW YORK CITY AREA.—The term “New York City area”
means the five counties comprising New York City and counties
of northern New Jersey in immediate proximity to New York
City (Bergen, Essex, Union, and Hudson Counties).

SEC. 3008. LOW-POWER TELEVISION AND TRANSLATOR DIGITAL-TO-
ANALOG CONVERSION.

(a) CREATION OF PROGRAM.—The Assistant Secretary shall
make payments of not to exceed $10,000,000, in the aggregate,
during the fiscal year 2008 and 2009 period from the Digital Tele-
vision Transition and Public Safety Fund established under section
309G)8)E) of the Communications Act of 1934 (47 U.S.C.
309()(8)(E)) to implement and administer a program through which
each eligible low-power television station may receive compensation
toward the cost of the purchase of a digital-to-analog conversion
device that enables it to convert the incoming digital signal of
its corresponding full-power television station to analog format for
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transmission on the low-power television station’s analog channel.
An eligible low-power television station may receive such compensa-
tion only if it submits a request for such compensation on or
before February 17, 2009. Priority compensation shall be given
to eligible low-power television stations in which the license is
held by a non-profit corporation and eligible low-power television
stations that serve rural areas of fewer than 10,000 viewers.

(b) CrEDIT.—The Assistant Secretary may borrow from the
Treasury beginning October 1, 2006, such sums as may be nec-
essary, but not to exceed $10,000,000, to implement this section.
The Assistant Secretary shall reimburse the Treasury, without
interest, as funds are deposited into the Digital Television Transi-
tion and Public Safety Fund.

(¢) ELIGIBLE STATIONS.—For purposes of this section, the term
“eligible low-power television station” means a low-power television
broadcast station, Class A television station, television translator
station, or television booster station—

4 (1) that is itself broadcasting exclusively in analog format;
an

(2) that has not purchased a digital-to-analog conversion

device prior to the date of enactment of the Digital Television

Transition and Public Safety Act of 2005.

SEC. 3009. LOW-POWER TELEVISION AND TRANSLATOR UPGRADE PRO-
GRAM.

(a) ESTABLISHMENT.—The Assistant Secretary shall make pay-
ments of not to exceed $65,000,000, in the aggregate, during fiscal
year 2009 from the Digital Television Transition and Public Safety
Fund established under section 309(G)(8)(E) of the Communications
Act of 1934 (47 U.S.C. 309G)(8)E)) to implement and administer
a program through which each licensee of an eligible low-power
television station may receive reimbursement for equipment to
upgrade low-power television stations from analog to digital in
eligible rural communities, as that term is defined in section
610(b)(2) of the Rural Electrification Act of 1937 (7 U.S.C.
950bb(b)(2)). Such reimbursements shall be issued to eligible sta-
tions no earlier than October 1, 2010. Priority reimbursements
shall be given to eligible low-power television stations in which
the license is held by a non-profit corporation and eligible low-
power television stations that serve rural areas of fewer than 10,000
viewers.

(b) ELIGIBLE STATIONS.—For purposes of this section, the term
“eligible low-power television station” means a low-power television
broadcast station, Class A television station, television translator
station, or television booster station—

1 (1) that is itself broadcasting exclusively in analog format;
an

(2) that has not converted from analog to digital operations

prior to the date of enactment of the Digital Television Transi-

tion and Public Safety Act of 2005.

SEC. 3010. NATIONAL ALERT AND TSUNAMI WARNING PROGRAM.

The Assistant Secretary shall make payments of not to exceed
$156,000,000, in the aggregate, during the fiscal year 2007 through
2012 period from the Digital Television Transition and Public Safety
Fund established under section 309(G)(8)(E) of the Communications
Act of 1934 (47 U.S.C. 309G)(8)(E)) to implement a unified national
alert system capable of alerting the public, on a national, regional,
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or local basis to emergency situations by using a variety of commu-
nications technologies. The Assistant Secretary shall use
$50,000,000 of such amounts to implement a tsunami warning
and coastal vulnerability program.

SEC. 3011. ENHANCE 911.

The Assistant Secretary shall make payments of not to exceed
$43,500,000, in the aggregate, from the Digital Television Transition
and Public Safety Fund established under section 309()(8)E) of
the Communications Act of 1934 (47 U.S.C. 309(G)(8)(E)) to imple-
ment the ENHANCE 911 Act of 2004.

SEC. 3012. ESSENTIAL AIR SERVICE PROGRAM.

(a) IN GENERAL.—If the amount appropriated to carry out the
essential air service program under subchapter II of chapter 417
of title 49, United States Code, equals or exceeds $110,000,000
for fiscal year 2007 or 2008, then the Secretary of Commerce shall
make $15,000,000 available, from the Digital Television Transition
and Public Safety Fund established by section 309()(8)(E) of the
Communications Act of 1934 (47 U.S.C. 309(G)(8)(E)), to the Sec-
retary of Transportation for use in carrying out the essential air
service program for that fiscal year.

(b) APPLICATION WITH OTHER FUNDS.—Amounts made available
under subsection (a) for any fiscal year shall be in addition to
any amounts—

(1) appropriated for that fiscal year; or
(2) derived from fees collected pursuant to section

45301(a)(1) of title 49, United States Code, that are made

available for obligation and expenditure to carry out the essen-

tial air service program for that fiscal year.

(c) ADVANCES.—The Secretary of Transportation may borrow
from the Treasury such sums as may be necessary, but not to
exceed $30,000,000 on a temporary and reimbursable basis to imple-
ment subsection (a). The Secretary of Transportation shall
reimburse the Treasury, without interest, as funds are deposited
into the Digital Television Transition and Public Safety Fund under
section 309()(8)(E) of the Communications Act of 1934 (47 U.S.C.
?0)9()')(8)(E)) and made available to the Secretary under subsection
a).

SEC. 3013. SUPPLEMENTAL LICENSE FEES.

In addition to any fees assessed under the Communications
Act of 1934 (47 U.S.C. 151 et seq.), the Federal Communications
Commission shall assess extraordinary fees for licenses in the aggre-
gate amount of $10,000,000, which shall be deposited in the
Treasury during fiscal year 2006 as offsetting receipts.

TITLE IV—TRANSPORTATION
PROVISIONS

SEC. 4001. EXTENSION OF VESSEL TONNAGE DUTIES.

(a) EXTENSION OF DUTIES.—Section 36 of the Act entitled “An
Act to provide revenue, equalize duties and encourage the industries
of the United States, and for other purposes”, approved August
5, 1909 (36 Stat. 111; 46 U.S.C. App. 121), is amended—
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(1) by striking “9 cents per ton” and all that follows through

“2002,” the first place it appears and inserting “4.5 cents per

ton, not to exceed in the aggregate 22.5 cents per ton in any

one year, for fiscal years 2006 through 2010,”; and
(2) by striking “27 cents per ton” and all that follows
through “2002,” and inserting “13.5 cents per ton, not to exceed

67.5 cents per ton per annum, for fiscal years 2006 through

2010,”.

(b) CONFORMING AMENDMENT.—The Act entitled “An Act con-
cerning tonnage duties on vessels entering otherwise than by sea”,
approved March 8, 1910 (36 Stat. 234; 46 U.S.C. App. 132), is
amended by striking “9 cents per ton” and all that follows through
“and 2 cents” and inserting “4.5 cents per ton, not to exceed in
the aggregate 22.5 cents per ton in any one year, for fiscal years
2006 through 2010, and 2 cents”.

TITLE V—-MEDICARE
Subtitle A—Provisions Relating to Part A

SEC. 5001. HOSPITAL QUALITY IMPROVEMENT.

(a) SUBMISSION OF HOSPITAL DATA.—Section 1886(b)(3)(B) of
the Social Security Act (42 U.S.C. 1395ww(b)(3)(B)) is amended—
(1) in clause (1)—

(A) in subclause (XIX), by striking “2007” and inserting
“2006”; and

(B) in subclause (XX), by striking “for fiscal year 2008
and each subsequent fiscal year,” and inserting “for each
subsequent fiscal year, subject to clause (viii),”;

(2) in clause (vii)—

(A) in subclause (I), by striking “for each of fiscal
years 2005 through 2007” and inserting “for fiscal years
2005 and 2006”; and

(B) in subclause (II), by striking “Each” and inserting
“For fiscal years 2005 and 2006, each”; and
(3) by adding at the end the following new clauses:

“(viii)(I) For purposes of clause (i) for fiscal year
2007 and each subsequent fiscal year, in the case of
a subsection (d) hospital that does not submit, to the
Secretary in accordance with this clause, data required
to be submitted on measures selected under this clause
with respect to such a fiscal year, the applicable
percentage increase under clause (i) for such fiscal
year shall be reduced by 2.0 percentage points. Such
reduction shall apply only with respect to the fiscal
year involved and the Secretary shall not take into
account such reduction in computing the applicable
percentage increase under clause (i) for a subsequent
fiscal year, and the Secretary and the Medicare Pay-
ment Advisory Commission shall carry out the require-
ments under section 5001(b) of the Deficit Reduction
Act of 2005.

“(II) Each subsection (d) hospital shall submit data
on measures selected under this clause to the Secretary
in a form and manner, and at a time, specified by
the Secretary for purposes of this clause.
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“III) The Secretary shall expand, beyond the
measures specified under clause (vii)(II) and consistent
with the succeeding subclauses, the set of measures
that the Secretary determines to be appropriate for
the measurement of the quality of care furnished by
hospitals in inpatient settings.

“(IV) Effective for payments beginning with fiscal
year 2007, in expanding the number of measures under
subclause (III), the Secretary shall begin to adopt the
baseline set of performance measures as set forth in
the November 2005 report by the Institute of Medicine
of the National Academy of Sciences under section
238(b) of the Medicare Prescription Drug, Improve-
ment, and Modernization Act of 2003.

“(V) Effective for payments beginning with fiscal
year 2008, the Secretary shall add other measures
that reflect consensus among affected parties and, to
the extent feasible and practicable, shall include meas-
ures set forth by one or more national consensus
building entities.

“(VI) For purposes of this clause and clause (vii),
the Secretary may replace any measures or indicators
in appropriate cases, such as where all hospitals are
effectively in compliance or the measures or indicators
have been subsequently shown not to represent the
best clinical practice.

“(VII) The Secretary shall establish procedures for
making data submitted under this clause available
to the public. Such procedures shall ensure that a
hospital has the opportunity to review the data that
are to be made public with respect to the hospital
prior to such data being made public. The Secretary
shall report quality measures of process, structure,
outcome, patients’ perspectives on care, efficiency, and
costs of care that relate to services furnished in
inpatient settings in hospitals on the Internet website
of the Centers for Medicare & Medicaid Services.”.

(b) PLAN FOR HOSPITAL VALUE BASED PURCHASING PROGRAM.—
(1) IN GENERAL.—The Secretary of Health and Human
Services shall develop a plan to implement a value based pur-
chasing program for payments under the Medicare program
for subsection (d) hospitals beginning with fiscal year 2009.
(2) DETAILS.—Such a plan shall include consideration of
the following issues:

(A) The on-going development, selection, and modifica-
tion process for measures of quality and efficiency in hos-
pital inpatient settings.

1 (B) The reporting, collection, and validation of quality
ata.

(C) The structure of value based payment adjustments,
including the determination of thresholds or improvements
in quality that would substantiate a payment adjustment,
the size of such payments, and the sources of funding
for the value based payments.

(D) The disclosure of information on hospital perform-
ance.
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In developing such a plan, the Secretary shall consult with

relevant affected parties and shall consider experience with

such demonstrations that are relevant to the value based pur-
chasing program under this subsection.

(c) QUALITY ADJUSTMENT IN DRG PAYMENTS FOR CERTAIN HOS-
PITAL ACQUIRED INFECTIONS.—

(1) IN GENERAL.—Section 1886(d)(4) of the Social Security
Act (42 U.S.C. 1395ww(d)(4)) is amended by adding at the
end the following new subparagraph:

“D)d) For discharges occurring on or after October 1, 2008,
the diagnosis-related group to be assigned under this paragraph
for a discharge described in clause (ii) shall be a diagnosis-related
group that does not result in higher payment based on the presence
of a secondary diagnosis code described in clause (iv).

“(ii) A discharge described in this clause is a discharge which
meets the following requirements:

“(I) The discharge includes a condition identified by a diag-
nosis code selected under clause (iv) as a secondary diagnosis.

“II) But for clause (i), the discharge would have been
classified to a diagnosis-related group that results in a higher
payment based on the presence of a secondary diagnosis code
selected under clause (iv).

“(IIT) At the time of admission, no code selected under
clause (iv) was present.

“(iii) As part of the information required to be reported by
a hospital with respect to a discharge of an individual in order
for payment to be made under this subsection, for discharges occur-
ring on or after October 1, 2007, the information shall include
the secondary diagnosis of the individual at admission.

“(iv) By not later than October 1, 2007, the Secretary shall
select diagnosis codes associated with at least two conditions, each
of which codes meets all of the following requirements (as deter-
mined by the Secretary):

“I) Cases described by such code have a high cost or
high volume, or both, under this title.

“(II) The code results in the assignment of a case to a
diagnosis-related group that has a higher payment when the
code is present as a secondary diagnosis.

“(ITI) The code describes such conditions that could reason-
ably have been prevented through the application of evidence-
based guidelines.

The Secretary may from time to time revise (through addition
or deletion of codes) the diagnosis codes selected under this clause
so long as there are diagnosis codes associated with at least two
conditions selected for discharges occurring during any fiscal year.

“v) In selecting and revising diagnosis codes under clause
(iv), the Secretary shall consult with the Centers for Disease Control
and Prevention and other appropriate entities.

“(vi) Any change resulting from the application of this subpara-
graph shall not be taken into account in adjusting the weighting
factors under subparagraph (C)(i) or in applying budget neutrality
under subparagraph (C)(iii).”.

(2) NO JUDICIAL REVIEW.—Section 1886(d)(7)(B) of such
Act (42 U.S.C. 1395ww(d)(7)(B)) is amended by inserting before
the period the following: “, including the selection and revision
of codes under paragraph (4)(D)”.
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SEC. 5002. CLARIFICATION OF DETERMINATION OF MEDICAID PATIENT
DAYS FOR DSH COMPUTATION.

(a) IN GENERAL.—Section 1886(d)(5)(F)(vi) of the Social Security
Act (42 U.S.C. 1395ww(d)(5)(F)(vi)) is amended by adding after
and below subclause (II) the following:
“In determining under subclause (II) the number of the hospital’s
patient days for such period which consist of patients who (for
such days) were eligible for medical assistance under a State plan
approved under title XIX, the Secretary may, to the extent and
for the period the Secretary determines appropriate, include patient
days of patients not so eligible but who are regarded as such
because they receive benefits under a demonstration project
approved under title XI.”.

(b) RATIFICATION AND PROSPECTIVE APPLICATION OF PREVIOUS
REGULATIONS.—

(1) IN GENERAL.—Subject to paragraph (2), regulations
described in paragraph (3), insofar as such regulations provide
for the treatment of individuals eligible for medical assistance
under a demonstration project approved under title XI of the
Social Security Act under section 1886(d)(5)(F)(vi) of such Act,
are hereby ratified, effective as of the date of their respective
promulgations.

(2) NO APPLICATION TO CLOSED COST REPORTS.—Paragraph
(1) shall not be applied in a manner that requires the reopening
of any cost reports which are closed as of the date of the
enactment of this Act.

(3) REGULATIONS DESCRIBED.—For purposes of paragraph
(1), the regulations described in this paragraph are as follows:

(A) 2000 REGULATION.—Regulations promulgated on

January 20, 2000, at 65 Federal Register 3136 et seq.,

including the policy in such regulations regarding dis-

charges occurring prior to January 20, 2000.

(B) 2003 REGULATION.—Regulations promulgated on

August 1, 2003, at 68 Federal Register 45345 et seq.

SEC. 5003. IMPROVEMENTS TO THE MEDICARE-DEPENDENT HOSPITAL
(MDH) PROGRAM.

(a) 5-YEAR EXTENSION.—

(1) EXTENSION OF PAYMENT METHODOLOGY.—Section
1886(d)(5)(G) of the Social Security Act (42 U.S.C.
1395ww(d)(5)(G)) is amended—

(A) in clause (i), by striking “October 1, 2006” and
inserting “October 1, 2011”; and

(B) in clause (i)(II)—

(1) by striking “October 1, 2006” and inserting

“October 1, 2011”; and

(i) by inserting “or for discharges in the fiscal
year” after “for the cost reporting period”.

(2) CONFORMING AMENDMENTS.—

(A) [EXTENSION OF TARGET AMOUNT.—Section
1886(b)(3)(D) of such Act (42 U.S.C. 1395ww(b)(3)(D)) is
amended—

(i) in the matter preceding clause (i)—

(I) by striking “beginning” and inserting
“occurring”; and

(IT) by striking “October 1, 2006” and inserting
“October 1, 2011”; and



S.1932—29

(i) in clause (iv), by striking “through fiscal year

2005” and inserting “through fiscal year 2011”.

(B) PERMITTING HOSPITALS TO DECLINE RECLASSIFICA-
TION.—Section 13501(e)(2) of the Omnibus Budget Rec-
onciliation Act of 1993 (42 U.S.C. 1395ww note) is amended
by striking “through fiscal year 2005” and inserting
“through fiscal year 2011”.

(b) OpTiION ToO USE 2002 AS BASE YEAR.—Section 1886(b)(3)
of such Act (42 U.S.C. 1395ww(b)(3)) is amended—

(1) in subparagraph (D), by inserting “subject to subpara-
graph (K),” after “(d)(5)(G)),”; and

(2) by adding at the end the following new subparagraph:
“K)(i) With respect to discharges occurring on or after October

1, 2006, in the case of a medicare-dependent, small rural hospital,
for purposes of applying subparagraph (D)—

“(I) there shall be substituted for the base cost reporting
period described in subparagraph (D)(i) the 12-month cost
reporting period beginning during fiscal year 2002; and

“(II) any reference in such subparagraph to the ‘first cost
reporting period’ described in such subparagraph is deemed
a reference to the first cost reporting period beginning on
or after October 1, 2006.

“(ii) This subparagraph shall only apply to a hospital if the
substitution described in clause (i)(I) results in an increase in
the target amount under subparagraph (D) for the hospital.”.

(c) ENHANCED PAYMENT FOR AMOUNT BY WHICH THE TARGET
ExceeDps THE PPS RATE.—Section 1886(d)(5)(G)(ii)(II) of such Act
(42 U.S.C. 1395ww(d)(5)(G)(iv)(II)) is amended by inserting “(or
75 percent in the case of discharges occurring on or after October
1, 2006)” after “50 percent”.

(d) ENHANCED DISPROPORTIONATE SHARE HosPITAL (DSH)
TREATMENT FOR MEDICARE-DEPENDENT HOSPITALS.—Section
1886(d)(5)(F)(xiv)(II) of such Act (42 U.S.C. 1395ww(d)(5)(F)(xiv)(1I))
is amended by inserting “or, in the case of discharges occurring
on or after October 1, 2006, as a medicare-dependent, small rural
hospital under subparagraph (G)@iv)” before the period at the end.

SEC. 5004. REDUCTION IN PAYMENTS TO SKILLED NURSING FACILI-
TIES FOR BAD DEBT.

(a) IN GENERAL.—Section 1861(v)(1) of the Social Security Act
(42 U.S.C. 1395x(v)(1)) is amended by adding at the end the fol-
lowing new subparagraph:

“V) In determining such reasonable costs for skilled nursing
facilities with respect to cost reporting periods beginning on or
after October 1, 2005, the amount of bad debts otherwise treated
as allowed costs which are attributable to the coinsurance amounts
under this title for individuals who are entitled to benefits under
part A and—

“(1) are not described in section 1935(c)(6)(A)(ii) shall be
reduced by 30 percent of such amount otherwise allowable;
and

“(i1) are described in such section shall not be reduced.”.
(b) TECHNICAL AMENDMENT.—Section 1861(v)(1)(T) of such Act

(42 U.S.C. 1395x(v)(1)(T)) is amended by striking “section
1833(t)(5)(B)” and inserting “section 1833(t)(8)(B)”.
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SEC. 5005. EXTENDED PHASE-IN OF THE INPATIENT REHABILITATION
FACILITY CLASSIFICATION CRITERIA.

(a) IN GENERAL.—Notwithstanding section 412.23(b)(2) of title
42, Code of Federal Regulations, the Secretary of Health and
Human Services shall apply the applicable percent specified in
subsection (b) in the classification criterion used under the IRF
regulation (as defined in subsection (c)) to determine whether a
hospital or unit of a hospital is an inpatient rehabilitation facility
Xnder the Medicare program under title XVIII of the Social Security

ct.

(b) APPLICABLE PERCENT.—For purposes of subsection (a), the
applicable percent specified in this subsection for cost reporting
periods—

(1) beginning during the 12-month period beginning on

July 1, 2006, is 60 percent;

(2) beginning during the 12-month period beginning on

July 1, 2007, is 65 percent; and

(3) beginning on or after July 1, 2008, is 75 percent.

(¢) IRF REGULATION.—For purposes of subsection (a), the term
“IRF regulation” means the rule published in the Federal Register
on May 7, 2004, entitled “Medicare Program; Final Rule; Changes
to the Criteria for Being Classified as an Inpatient Rehabilitation
Facility” (69 Fed. Reg. 25752).

SEC. 5006. DEVELOPMENT OF A STRATEGIC PLAN REGARDING PHYSI-
CIAN INVESTMENT IN SPECIALTY HOSPITALS.

(a) DEVELOPMENT.—

(1) IN GENERAL.—The Secretary of Health and Human
Services (in this section referred to as the “Secretary”) shall
develop a strategic and implementing plan to address issues
described in paragraph (2) regarding physician investment in
specialty hospitals (as defined in section 1877(h)(7)(A) of the
Social Security Act (42 U.S.C. 1395nn(h)(7)(A)).

(2) IssUES DESCRIBED.—The issues described in this para-
graph are the following:

(A) Proportionality of investment return.

(B) Bona fide investment.

(C) Annual disclosure of investment information.
(D) The provision by specialty hospitals of—

(i) care to patients who are eligible for medical
assistance under a State plan approved under title
XIX of the Social Security Act, including patients not
so eligible but who are regarded as such because they
receive benefits under a demonstration project
approved under title XI of such Act; and

(ii) charity care.

(E) Appropriate enforcement.
(b) REPORTS.—

(1) INTERIM REPORT.—Not later than 3 months after the
date of the enactment of this Act, the Secretary shall submit
an interim report to the appropriate committees of jurisdiction
of Congress on the status of the development of the plan under
subsection (a).

(2) FINAL REPORT.—Not later than six months after the
date of the enactment of this Act, the Secretary shall submit
a final report to the appropriate committees of jurisdiction
of Congress on the plan developed under subsection (a) together
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with recommendations for such legislation and administrative

actions as the Secretary considers appropriate.

(c) CONTINUATION OF SUSPENSION ON ENROLLMENT.—

(1) IN GENERAL.—Subject to paragraph (2), the Secretary
shall continue the suspension on enrollment of new specialty
hospitals (as so defined) under title XVIII of the Social Security
Act until the earlier of—

(A) the date that the Secretary submits the final report
under subsection (b)(2); or

(B) the date that is six months after the date of the
enactment of this Act.

(2) EXTENSION OF SUSPENSION.—If the Secretary fails to
submit the final report described in subsection (b)(2) by the
date required under such subsection, the Secretary shall—

(A) extend the suspension on enrollment under para-
graph (1) for an additional two months; and

(B) provide a certification to the appropriate commit-
tees of jurisdiction of Congress of such failure.

(d) WAIVER.—In developing the plan and report required under
this section, the Secretary may waive such requirements of section
553 of title 5, United States Code, as the Secretary determines
necessary.

(e) FUNDING.—Out of any funds in the Treasury not otherwise
appropriated, there are appropriated to the Secretary for fiscal
year 2006, $2,000,000 to carry out this section.

SEC. 5007. MEDICARE DEMONSTRATION PROJECTS TO PERMIT
GAINSHARING ARRANGEMENTS.

(a) ESTABLISHMENT.—The Secretary shall establish under this
section a qualified gainsharing demonstration program under which
the Secretary shall approve demonstration projects by not later
than November 1, 2006, to test and evaluate methodologies and
arrangements between hospitals and physicians designed to govern
the utilization of inpatient hospital resources and physician work
to improve the quality and efficiency of care provided to Medicare
beneficiaries and to develop improved operational and financial
hospital performance with sharing of remuneration as specified
in the project. Such projects shall be operational by not later than
January 1, 2007.

(b) REQUIREMENTS DESCRIBED.—A demonstration project under
this section shall meet the following requirements for purposes
of maintaining or improving quality while achieving cost savings:

(1) ARRANGEMENT FOR REMUNERATION AS SHARE OF
SAVINGS.—The demonstration project shall involve an arrange-
ment between a hospital and a physician under which the
hospital provides remuneration to the physician that represents
solely a share of the savings incurred directly as a result
of collaborative efforts between the hospital and the physician.
(2) WRITTEN PLAN AGREEMENT.—The demonstration project
shall be conducted pursuant to a written agreement that—
(A) is submitted to the Secretary prior to implementa-
tion of the project; and
(B) includes a plan outlining how the project will
achieve improvements in quality and efficiency.
(3) PATIENT NOTIFICATION.—The demonstration project
shall include a notification process to inform patients who are
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treated in a hospital participating in the project of the participa-
tion of the hospital in such project.

(4) MONITORING QUALITY AND EFFICIENCY OF CARE.—The
demonstration project shall provide measures to ensure that
the quality and efficiency of care provided to patients who
are treated in a hospital participating in the demonstration
project is continuously monitored to ensure that such quality
and efficiency is maintained or improved.

(5) INDEPENDENT REVIEW.—The demonstration project shall
certify, prior to implementation, that the elements of the dem-
onstration project are reviewed by an organization that is not
affiliated with the hospital or the physician participating in
the project.

(6) REFERRAL LIMITATIONS.—The demonstration project
shall not be structured in such a manner as to reward any
physician participating in the project on the basis of the volume
or value of referrals to the hospital by the physician.

(c) WAIVER OF CERTAIN RESTRICTIONS.—

(1) IN GENERAL.—AnN incentive payment made by a hospital
to a physician under and in accordance with a demonstration
project shall not constitute—

(A) remuneration for purposes of section 1128B of the
Social Security Act (42 U.S.C. 1320a-7b);

(B) a payment intended to induce a physician to reduce
or limit services to a patient entitled to benefits under
Medicare or a State plan approved under title XIX of such
Act in violation of section 1128A of such Act (42 U.S.C.
1320a—7a); or

(C) a financial relationship for purposes of section 1877
of such Act (42 U.S.C. 1395nn).

(2) PROTECTION FOR EXISTING ARRANGEMENTS.—In no case
shall the failure to comply with the requirements described
in paragraph (1) affect a finding made by the Inspector General
of the Department of Health and Human Services prior to
the date of the enactment of this Act that an arrangement
between a hospital and a physician does not violate paragraph
(1) or (2) of section 1128A(a) of the Social Security Act (42
U.S.C. 1320a-7(a)).

(d) PROGRAM ADMINISTRATION.—

(1) SOLICITATION OF APPLICATIONS.—By not later than 90
days after the date of the enactment of this Act, the Secretary
shall solicit applications for approval of a demonstration project,
in such form and manner, and at such time specified by the
Secretary.

(2) NUMBER OF PROJECTS APPROVED.—The Secretary shall
approve not more than 6 demonstration projects, at least 2
of which shall be located in a rural area.

(3) DURATION.—The qualified gainsharing demonstration
program under this section shall be conducted for the period
beginning on January 1, 2007, and ending on December 31,
2009.

(e) REPORTS.—

(1) INITIAL REPORT.—By not later than December 1, 2006,
the Secretary shall submit to Congress a report on the number
of demonstration projects that will be conducted under this
section.
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(2) PROJECT UPDATE.—By not later than December 1, 2007,
the Secretary shall submit to Congress a report on the details
of such projects (including the project improvements towards
quality and efficiency described in subsection (b)(2)(B)).

(3) QUALITY IMPROVEMENT AND SAVINGS.—By not later than
December 1, 2008, the Secretary shall submit to Congress a
report on quality improvement and savings achieved as a result
of the qualified gainsharing demonstration program established
under subsection (a).

(4) FINAL REPORT.—By not later than May 1, 2010, the
Secretary shall submit to Congress a final report on the
information described in paragraph (3).

(f) FUNDING.—

(1) IN GENERAL.—Out of any funds in the Treasury not
otherwise appropriated, there are appropriated to the Secretary
for fiscal year 2006 $6,000,000, to carry out this section.

(2) AvAILABILITY.—Funds appropriated under paragraph
(1) shall remain available for expenditure through fiscal year
2010.

(g) DEFINITIONS.—For purposes of this section:

(1) DEMONSTRATION PROJECT.—The term “demonstration
project” means a project implemented under the qualified
gainsharing demonstration program established under sub-
section (a).

(2) HospPITAL.—The term “hospital” means a hospital that
receives payment under section 1886(d) of the Social Security
Act (42 U.S.C. 1395ww(d)), and does not include a critical
access hospital (as defined in section 1861(mm) of such Act
(42 U.S.C. 1395%(mm))).

(3) MEDICARE.—The term “Medicare” means the programs
under title XVIII of the Social Security Act.

(4) PHYSICIAN.—The term “physician” means, with respect
to a demonstration project, a physician described in paragraph
(1) or (3) of section 1861(r) of the Social Security Act (42
U.S.C. 1395x(r)) who is licensed as such a physician in the
area in which the project is located and meets requirements
to provide services for which benefits are provided under Medi-
care. Such term shall be deemed to include a practitioner
described in section 1842(e)(18)(C) of such Act (42 U.S.C.
1395u(e)(18)(C)).

(5) SECRETARY.—The term “Secretary” means the Secretary
of Health and Human Services.

SEC. 5008. POST-ACUTE CARE PAYMENT REFORM DEMONSTRATION
PROGRAM.

(a) ESTABLISHMENT.—

(1) IN GENERAL.—By not later than January 1, 2008, the
Secretary of Health and Human Services (in this section
referred to as the “Secretary”) shall establish a demonstration
program for purposes of understanding costs and outcomes
across different post-acute care sites. Under such program,
with respect to diagnoses specified by the Secretary, an indi-
vidual who receives treatment from a provider for such a diag-
nosis shall receive a single comprehensive assessment on the
date of discharge from a subsection (d) hospital (as defined
in section 1886(d)(1)(B) of the Social Security Act (42 U.S.C.
1395ww(d)(1)(B))) of the needs of the patient and the clinical
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characteristics of the diagnosis to determine the appropriate
placement of such patient in a post-acute care site. The Sec-
retary shall use a standardized patient assessment instrument
across all post-acute care sites to measure functional status
and other factors during the treatment and at discharge from
each provider. Participants in the program shall provide
information on the fixed and variable costs for each individual.

An additional comprehensive assessment shall be provided at

the end of the episode of care.

(2) NUMBER OF SITES.—The Secretary shall conduct the
demonstration program under this section with sufficient num-
bers to determine statistically reliable results.

(3) DURATION.—The Secretary shall conduct the demonstra-
tion program under this section for a 3-year period.

(b) WAIVER AUTHORITY.—The Secretary may waive such
requirements of titles XI and XVIII of the Social Security Act
(42 U.S.C. 1301 et seq.; 42 U.S.C. 1395 et seq.) as may be necessary
for the purpose of carrying out the demonstration program under
this section.

(¢) REPORT.—Not later than 6 months after the completion
of the demonstration program under this section, the Secretary
shall submit to Congress a report on such program, that includes
the results of the program and recommendations for such legislation
and administrative action as the Secretary determines to be appro-
priate.

(d) FUNDING.—The Secretary shall provide for the transfer from
the Federal Hospital Insurance Trust Fund established under sec-
tion 1817 of the Social Security Act (42 U.S.C. 1395i), $6,000,000
for the costs of carrying out the demonstration program under
this section.

Subtitle B—Provisions Relating to Part B

CHAPTER 1—PAYMENT PROVISIONS

SEC. 5101. BENEFICIARY OWNERSHIP OF CERTAIN DURABLE MEDICAL
EQUIPMENT (DME).

(a) DME.—

(1) IN GENERAL.—Section 1834(a)(7)(A) of the Social Secu-
rity Act (42 U.S.C. 1395m(a)(7)(A)) is amended to read as
follows:

“(A) PAYMENT.—In the case of an item of durable med-
ical equipment not described in paragraphs (2) through
(6), the following rules shall apply:

“(i) RENTAL.—

“(I) IN GENERAL.—Except as provided in clause
(iii), payment for the item shall be made on a
monthly basis for the rental of the item during
the period of medical need (but payments under
this clause may not extend over a period of contin-
uous use (as determined by the Secretary) of longer
than 13 months).

“(II) PAYMENT AMOUNT.—Subject to subpara-
graph (B), the amount recognized for the item,
for each of the first 3 months of such period, is
10 percent of the purchase price recognized under



S.1932—35

paragraph (8) with respect to the item, and, for

each of the remaining months of such period, is

7.5 percent of such purchase price.

“(ii)) OWNERSHIP AFTER RENTAL.—On the first day
that begins after the 13th continuous month during
which payment is made for the rental of an item under
clause (i), the supplier of the item shall transfer title
to the item to the individual.

“(iii)) PURCHASE AGREEMENT OPTION FOR POWER-
DRIVEN WHEELCHAIRS.—In the case of a power-driven
wheelchair, at the time the supplier furnishes the item,
the supplier shall offer the individual the option to
purchase the item, and payment for such item shall
be made on a lump-sum basis if the individual exercises
such option.

“(iv) MAINTENANCE AND SERVICING.—After the sup-
plier transfers title to the item under clause (ii) or
in the case of a power-driven wheelchair for which
a purchase agreement has been entered into under
clause (iii), maintenance and servicing payments shall,
if the Secretary determines such payments are reason-
able and necessary, be made (for parts and labor not
covered by the supplier’s or manufacturer’s warranty,
as determined by the Secretary to be appropriate for
the particular type of durable medical equipment), and
such payments shall be in an amount determined to
be appropriate by the Secretary.”.

(2) EFFECTIVE DATE.—The amendment made by paragraph
(1) shall apply to items furnished for which the first rental
month occurs on or after January 1, 2006.

(b) OXYGEN EQUIPMENT.—

(1) IN GENERAL.—Section 1834(a)(5) of such Act (42 U.S.C.
1395m(a)(5)) is amended—

(A) in subparagraph (A), by striking “and (E)” and
inserting “(E), and (F)”; and

(B) by adding at the end the following new subpara-
graph:

“(F) OWNERSHIP OF EQUIPMENT.—

“(i) IN GENERAL.—Payment for oxygen equipment
(including portable oxygen equipment) under this para-
graph may not extend over a period of continuous
use (as determined by the Secretary) of longer than
36 months.

“(i1) OWNERSHIP.—

“(I) TRANSFER OF TITLE.—On the first day that
begins after the 36th continuous month during
which payment is made for the equipment under
this paragraph, the supplier of the equipment shall
transfer title to the equipment to the individual.

“(IT) PAYMENTS FOR OXYGEN AND MAINTENANCE
AND SERVICING.—After the supplier transfers title
to the equipment under subclause (I)—

“(aa) payments for oxygen shall continue
to be made in the amount recognized for
oxygen under paragraph (9) for the period of
medical need; and
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“(bb) maintenance and servicing payments
shall, if the Secretary determines such pay-
ments are reasonable and necessary, be made
(for parts and labor not covered by the sup-
plier’s or manufacturer’s warranty, as deter-
mined by the Secretary to be appropriate for
the equipment), and such payments shall be
in an amount determined to be appropriate
by the Secretary.”.

(2) EFFECTIVE DATE.—

(A) IN GENERAL.—The amendments made by paragraph
(1) shall take effect on January 1, 2006.

(B) APPLICATION TO CERTAIN INDIVIDUALS.—In the case
of an individual receiving oxygen equipment on December
31, 2005, for which payment is made under section 1834(a)
of the Social Security Act (42 U.S.C. 1395m(a)), the 36-
month period described in paragraph (5)(F)(i) of such sec-
tion, as added by paragraph (1), shall begin on January
1, 2006.

SEC. 5102. ADJUSTMENTS IN PAYMENT FOR IMAGING SERVICES.

(a) MULTIPLE PROCEDURE PAYMENT REDUCTION FOR IMAGING
ExEMPTED FROM BUDGET NEUTRALITY.—Section 1848(c)(2)(B) of the
Social Security Act (42 U.S.C. 1395w—4(c)(2)(B)) is amended—

(1) in clause (i)(II), by striking “clause (iv)” and inserting

“clauses (iv) and (v)”;

(2) in clause (iv) in the heading, by inserting “OF CERTAIN

ADDITIONAL EXPENDITURES” after “EXEMPTION”; and

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

“(v) EXEMPTION OF CERTAIN REDUCED EXPENDI-
TURES FROM BUDGET-NEUTRALITY CALCULATION.—The
following reduced expenditures, as estimated by the
Secretary, shall not be taken into account in applying
clause (i1)(II):

“(I) REDUCED PAYMENT FOR MULTIPLE IMAGING
PROCEDURES.—Effective for fee schedules estab-
lished beginning with 2007, reduced expenditures
attributable to the multiple procedure payment
reduction for imaging under the final rule pub-
lished by the Secretary in the Federal Register
on November 21, 2005 (42 CFR 405, et al.) insofar
as it relates to the physician fee schedules for
2006 and 2007.”.

(b) REDUCTION IN PHYSICIAN FEE SCHEDULE TO OPD PAYMENT
AMOUNT FOR IMAGING SERVICES.—Section 1848 of such Act (42
U.S.C. 1395w—4) is amended—

(1) in subsection (b), by adding at the end the following
new paragraph:
“(4) SPECIAL RULE FOR IMAGING SERVICES.—

“(A) IN GENERAL.—In the case of imaging services
described in subparagraph (B) furnished on or after
January 1, 2007, if—

“(i) the technical component (including the tech-
nical component portion of a global fee) of the service
established for a year under the fee schedule described
in paragraph (1) without application of the geographic
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adjustment factor described in paragraph (1)(C),
exceeds

“(ii) the Medicare OPD fee schedule amount estab-
lished under the prospective payment system for hos-
pital outpatient department services under paragraph

(3)(D) of section 1833(t) for such service for such year,

determined without regard to geographic adjustment

under paragraph (2)(D) of such section,
the Secretary shall substitute the amount described in
clause (ii), adjusted by the geographic adjustment factor
described in paragraph (1)(C), for the fee schedule amount
for such technical component for such year.

“(B) IMAGING SERVICES DESCRIBED.—For purposes of
subparagraph (A), imaging services described in this
subparagraph are imaging and computer-assisted imaging
services, including X-ray, ultrasound (including echo-
cardiography), nuclear medicine (including positron emis-
sion tomography), magnetic resonance imaging, computed
tomography, and fluoroscopy, but excluding diagnostic and
screening mammography.”; and
(2) in subsection (c)(2)(B)(v), as added by subsection (a)(3),

by adding at the end the following new subclause:

“II) OPD PAYMENT CAP FOR IMAGING SERV-
ICEs.—Effective for fee schedules established
beginning with 2007, reduced expenditures attrib-
utable to subsection (b)(4).”.

SEC. 5103. LIMITATION ON PAYMENTS FOR PROCEDURES IN AMBULA-
TORY SURGICAL CENTERS.

Section 1833(i)(2) of the Social Security Act (42 U.S.C.
13951(i)(2)) is amended—

(1) in subparagraph (A), by inserting “subject to subpara-
graph (E),” after “subparagraph (D),”;

(2) in subparagraph (D)(ii), by inserting before the period
at the end the following: “and taking into account reduced
expenditures that would apply if subparagraph (E) were to
continue to apply, as estimated by the Secretary”; and

(3) by adding at the end the following new subparagraph:
“(E) With respect to surgical procedures furnished on or after

January 1, 2007, and before the effective date of the implementation
of a revised payment system under subparagraph (D), if—

“(1) the standard overhead amount under subparagraph
(A) for a facility service for such procedure, without the applica-
tion of any geographic adjustment, exceeds

“(ii) the Medicare OPD fee schedule amount established
under the prospective payment system for hospital outpatient
department services under paragraph (3)(D) of section 1833(t)
for such service for such year, determined without regard to
geographic adjustment under paragraph (2)(D) of such section,

the Secretary shall substitute under subparagraph (A) the amount
described in clause (ii) for the standard overhead amount for such
service referred to in clause (i).”.

SEC. 5104. UPDATE FOR PHYSICIANS’ SERVICES FOR 2006.

(a) UPDATE FOR 2006.—Section 1848(d) of the Social Security
Act (42 U.S.C. 1395w—4(d)) is amended—
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(1) in paragraph (4)(B), in the matter preceding clause
(i), by striking “paragraph (5)” and inserting “paragraphs (5)
and (6)”; and

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

“(6) UPDATE FOR 2006.—The update to the single conversion
factor established in paragraph (1)(C) for 2006 shall be 0 per-
cent.”.

(b) NorT TREATED AS CHANGE IN LAW AND REGULATION IN
SUSTAINABLE GROWTH RATE DETERMINATION.—The amendments
made by subsection (a) shall not be treated as a change in law
for purposes of applying section 1848(f)(2)(D) of the Social Security
Act (42 U.S.C. 1395w—4(H)(2)(D)).

(c) MEDPAC REPORT.—

(1) IN GENERAL.—By not later than March 1, 2007, the
Medicare Payment Advisory Commission shall submit a report
to Congress on mechanisms that could be used to replace the
sustainable growth rate system under section 1848(f) of the
Social Security Act (42 U.S.C. 1395w—4(f)).

(2) REQUIREMENTS.—The report required under paragraph
(1) shall—

(A) identify and examine alternative methods for
assessing volume growth,;

(B) review options to control the volume of physicians’
services under the Medicare program while maintaining
access to such services by Medicare beneficiaries;

(C) examine the application of volume controls under
the Medicare physician fee schedule under section 1848
of the Social Security Act (42 U.S.C. 1395w—4);

(D) identify levels of application of volume controls,
such as group practice, hospital medical staff, type of
service, geographic area, and outliers;

(E) examine the administrative feasibility of imple-
menting the options reviewed under subparagraph (B),
including the availability of data and time lags;

(F) examine the extent to which the alternative
methods identified and examined under subparagraph (A)
should be specified in such section 1848; and

(G) identify the appropriate level of discretion for the
Secretary of Health and Human Services to change pay-
ment rates under the Medicare physician fee schedule or
otherwise take steps that affect physician behavior.

Such report shall include such recommendations on alternative

mechanisms to replace the sustainable growth rate system

as the Medicare Payment Advisory Commission determines
appropriate.

(3) FUNDING.—Out of any funds in the Treasury not other-
wise appropriated, there are appropriated to the Medicare Pay-
ment Advisory Commission $550,000, to carry out this sub-
section.

SEC. 5105. THREE-YEAR TRANSITION OF HOLD HARMLESS PAYMENTS
FOR SMALL RURAL HOSPITALS UNDER THE PROSPEC-
TIVE PAYMENT SYSTEM FOR HOSPITAL OUTPATIENT
DEPARTMENT SERVICES.

Section 1833(t)(7)(D)(i) of the Social Security Act (42 U.S.C.
13951(t)(7)(D)(i)) is amended—
(1) by inserting “(I)” before “In the case”; and
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(2) by adding at the end the following new subclause:
“(II) In the case of a hospital located in a rural
area and that has not more than 100 beds and that
is not a sole community hospital (as defined in section
1886(d)(5)(D)(iii)), for covered OPD services furnished
on or after January 1, 2006, and before January 1,
2009, for which the PPS amount is less than the pre-
BBA amount, the amount of payment under this sub-
section shall be increased by the applicable percentage
of the amount of such difference. For purposes of the
previous sentence, with respect to covered OPD serv-
ices furnished during 2006, 2007, or 2008, the
applicable percentage shall be 95 percent, 90 percent,
and 85 percent, respectively.”.

SEC. 5106. UPDATE TO THE COMPOSITE RATE COMPONENT OF THE
BASIC CASE-MIX ADJUSTED PROSPECTIVE PAYMENT
SYSTEM FOR DIALYSIS SERVICES.

Section 1881(b)(12) of the Social Security Act (42 U.S.C.
1395rr(b)(12)) is amended—

(1) in subparagraph (F), in the flush matter at the end,
by striking “Nothing” and inserting “Except as provided in
subparagraph (G), nothing”;

(2) by redesignating subparagraph (G) as subparagraph
(H); and

(3) by inserting after subparagraph (F) the following new
subparagraph:

“(G) The Secretary shall increase the amount of the composite
rate component of the basic case-mix adjusted system under
subparagraph (B) for dialysis services furnished on or after January
1, 2006, by 1.6 percent above the amount of such composite rate
component for such services furnished on December 31, 2005.”.

SEC. 5107. REVISIONS TO PAYMENTS FOR THERAPY SERVICES.

(a) EXCEPTION TO CAPS FOR 2006.—

(1) IN GENERAL.—Section 1833(g) of the Social Security
Act (42 U.S.C. 13951(g)) is amended—

(A) in each of paragraphs (1) and (3), by striking “para-
graph (4)” and inserting “paragraphs (4) and (5)”; an