
OMNIBUS BUDGET RECONCIUA11ON
ACT OF 1990

Volumes 1-5
H.R. 5835

PUBUC LAW 101-508
101ST CONGRESS

REPORTS, BILLS,
DEBATES, AND ACT

DEPARTMENT OF HEALTh AND HUMAN SERViCES
Social Security AiThtiOn



OMNIBUS BUDGET RECONCILIATION
ACT OF 1990

Volumes I - 5
H.R. 5835

PUBLIC LAW 101-508
101 ST CONGRESS

REPORTS, BILLS,
DEBATES, AND ACT

VoIume I

DEPARTMENT OF HEALTH AND HUMAN SERViCES
Social Security Adninlmtion

Office of the Deputy Conimsskner for Policy and External Affairs
Office of Legislation and Congressknal Affairs





PREFACE

This 5 volume compilation contains historical documents pertaining to P.L. 101-508,
the Omnibus Budget Reconciliation Act of 1990. The book contains congressional
debates, a chronological compilation of documents pertinent to the legislative history
of the public law and listings of relevant reference materials.

Pertinent documents include:

o Committee reports
o Differing versions of key bills
o The Public Law
o Legislative history

The books are prepared by the Office of Legislation and Congressional Affairs and are
designed to serve as helpful resource tools for those charged with interpreting laws
administered by the Social Security Administration.
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101 RES8
HOUSE OF REPRESENTATIVES

{

PROVIDING FOR RECONCILIATION PURSUANT TO SEC-
TION 4 OF THE CONCURRENT RESOLUTION ON THE
BUDGET FOR THE FISCAL YEAR 1991

OcrOBR 16, (legislative day, Ocro 15), 1990.—Committed to the Committee of
the Whole Houae on the State of the Union and ordered to be printed

Mr. PANETrA, from the Committee on the Budget,
8ubmitted the following

RE]PORT

together with

ADDITIONAL, MINORITY, AND DISSENTING VIEWS

[To accomny H.R. 5835]

(Including coet estimate of the Congresiona1 Budget Officej

The Committee on the Budget, to whom reconciliation recom-
mendations were submitted puri;uant to section 4 of House Concur-
rent Resolution 310, the concuirent resolution on the budget for
fiscal year 1991, having considered the same, report the bill with-
out recommendation.

STATEMENT OF TIlE CCMMrPFEE ON BUIXEr

The Committee on the Budget to whom reconciliation recommen-
dations were submitted pursuant to section 4 o H. Con. Res. 310,
the Concurrent Resolution on the Budget for Fiscal Year 1991,
having considered the same, reports a bill embodying those recom-
mendations.

VOTE OF THE C0MMJTTXE IN REPORTING i1 Biu.
In compliance with clause 2(1X2XB) of rule Xl of the Rules of the

House of Represent.ative8, the following statement is made relative
to the vote of the Committee in reporting the bill. H.R. 5835 was
ordered reported by the Committee on October 15, 1990, by voice
vote, without recommendations, with a quorum being present.

(1)
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BUDGET Aumo.rry m Co EBTIMAT, INCLUDING ESTIMATES OF

CONGRESSIONAL BUDGET OFFICE

In compliance with clause 7(a) of rule Xffl and clause 2(IX3XC) of

rule XI of the Rules of the House of Representatives, the Commit-
tee provides that information furni8hed by the Congressional
Budget Office on HR. 5835, and required t.o be included therein,
will appear in the explanation of the various titles contained in the
bill.

INFLATIONARY IMPACT STATEMENT

With respect to clause 2(1X4) of rule XI of the Rules of the House
of Representatives, the Committee believes that H.R. 5835 would

not have an inflationary impact on prices and costs in the oper-
ation of the general economy.



Tn 1V—COMMFFTEE ON ENERGY AND COMMERCE

HOUSE OF REPRESENTATIVES,
C0MMFrrEE ON ENERGY AND COMMERCE,

Washington, DC, October 15, 1990.
Hon. LEON E. PANrrA,
Chairman, Committee on the Budget,
House of Repre9entatiues, Washington, D.C. 20515

Dw MR. Cuwi: I am transmitting herewith the recommen-
dation of the Committee on Energy and Commerce for changes in
laws within its jurisdiction pursuant to section 310 of the Congres-
8ional Budget Act of 1974 and section 4(bX4) of H. Con. Res. 310,
the Concurrent Resolution on the Budget-Fiscal Year 1991

The recommendations are Embodied in a series of Committee
prints adopted by the Committee on October 11, 1990 and reflected
in Subtitles A through C of the enclosed statutory language. Also
enclosed is accompanying report language and Congressional
Budget Office cost estimates.

The eiclosed recommendations, when combined with non-dupli-
cative savings achieved in Medicare by the Committee on Ways
and Means, and the EPA fees shared with the Committees on
Public Works and Agriculture, will meet or exceed budget resolu-
tion targets for this Committee.

The Committee has received, assurances from the Budget Com-
mittee that we will be creditedi with savings with respect to three
provisions which have already been acted on by the House.

First, the automobile fees referenced in Subtitle C of the enclosed
legislative language have already been passed in H.R. 3030, the
"Clean Air Act Amendments of 1990." Second, radon fees refer-
enced in Subtitle C currently exist as part of the Toxic Substances
Control Act. Finally, pursuant to an exchange of letters with the
Committee on Government Operations, this Committee's recom-
mendations on Medicaid contained in Subtitle B include the provi-
sions of H.R. 5450, the Computer Matching and Privacy Protection
Amendments which passed the House on October 1, 1990.

Thank you for your coopeiation in these matters.
Sincerely,

JOHN D. DINGELL,
Chairman.

Ti o CoN,trrs
Subtitle A—Pmvijo Relating to Medicare Program and Regulation of Medicare

Supplementail Insurance Policies
Part i—Provisions Relating to Part B.

Subpart A—Payment for Physicians' Services (Sec. 4001-4013).
Subpart B—Payment for Other Items and Services (Sec. 4021—4027).
Subrt C—Miscellaneous Provisio:rs (Sec. 4031-4032).

Part 2—Provisjon Relating to Parta A and B.
(63)



64

Subpart A—Peer Review Organization (Sec. 4101-4106).
Subprt B—Other Provisions (Sec. 4121-4125).

Part 3—Provisions Relating to Beneficiaries. (Sec. 4201-4202).
Part 4—Standards for Medicare Supplemental inEurance Policies (Sec. 4301-4309).

Subtitle B—Medicaid Program
Part 1—Reduction In Spending (Sec. 4401-4403).
Part 2—Protection of Low-Income Medicare Beneficiaries (Sec. 4411).
Part 3—Improvements In Child Health (Sec. 4421-4426).
Part 4—Nursing Home Reform Provisions (Sec. 4431).
Part 5—Miscellaneous Provisions.

Subpart A—Payments (Sec. 4441-4448).
Subpart B—Eligibility and Coverage (Sec. 4451—4458).
Subpart C—Health Maintenance Organizations (Sec. 4461-4465).
Subpart D—Demonstration Projects and Home, and Community-Based Waivers

(Sec. 4471—4474).
Subpart E—Miscellaneous (Sec. 4481-4485).

Subtitle C—Energy and Miscellaneous User Fees

Part 1—Energy (Sec. 4501-4502).
Part 2—Railroad User Fees (Sec. 4511).
Part 3—Travel and Tourism User Fees (Sec. 4521).
Part 4—EPA User Fees (Sec. 4531-4532).
Additional Views.

PURPOSE AND SUMMARY

The purpose of the Medicare and Medicaid Health Budget Recon-
ciliation Amendments of 1990 is to make revisions in Part B of the
Medicare program and in the Medicaid program, in accordance
with the reconciliation instructions to the Committee on Energy
and Commerce contained in the Concurrent Resolution on the
Budget—Fiscal Year 1991. The instructions assume $43.7 billion in
savings for the Committee on Energy and Commerce for Fiscal
Years 1991—1995 taking into account that other committees which
share jurisdiction over Medicare and other programs within the
purview of this Committee will contribute to those savings in their
reconciliation bills. The instructions further assume new entitle-
ment authority of $2.0 billion over the period FY 1991 through
1995 for purposes of protecting poor and near-poor Medicare benefi-
ciaries from increased cost-sharing obligations under Part B.

The Committee bill consists of three subtitles: subtitle A, relating
to Medicare and Regulation of Medicare Supplemental Insurance
Policies; subtitle B, relating to Medicaid; and subtitle C, relating to
energy and miscellaneous user fees.

Subtitle A consists of 4 Parts. Part 1 contains changes in pay-
ments for physician services under Medicare, changes in payments
for other covered items and services covered under Medicare. Part
2 contains changes relating to peer review organizations and other
provisions, including an extension of the current Medicare second-
ary payor provisions for the disabled and ESRD beneficiaries. Part
3 includes changes relating to beneficiaries, including increases in
the monthly Part B premium and deductible. Part 4 revises stand-
ards for Medicare supplemental insurance policies and provides for
Federal enforcement of such standards.

Subtitle B, relating to Medicaid, consists of five parts. Part 1 con-
thins provisions that will achieve savings by reforming the pur-
chase of prescription drugs and requiring State Medicaid programs
to pay employer group health insurance premiums on behalf of
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Medicaid beneficiaries in cases where this would be cost-effective.
Part 2 would extend Medicaid payment for Part B premiums for
Medicaid beneficiaries with incomes below 125 percent of the Fed-
eral poverty line. This initiative is financed by the $2.0 billion as-
sumed in the Budget Resolution for this specific purpose. Part 3
contains provisions to improve the health of low-income children,
including phased-in mandatory coverage of children up through
age 12 in families with incomes at or below 100 percent of the pov-
erty level. These initiatives are financed on a "pay-as-you-go-basis"
by the savings achieved in Part 1, as contemplated by the conferees
on the Budget Resolution. Part 4 contains amendments relating to
the nursing home reform provisions enacted in the Omnibus
Budget Reconciliation Act of 1987. Part 5 contains a number of
miscellaneous provisions relating to payments, eligibilty and cover-
age, health maintenance organizations, demonstration projects and
home and community-based waivers, and other issues.

BACKGROUND AND N FOR LEGISLATION

The Concurrent Resolution on the Budget—Fiscal Year 1991
(H.Con.Res. 310, adopted October 9, 1990) provides for unspecified
savings in the Medicare program over the period FY 1991 through
FY 195. The Budget Resolution assigns this savings target to both
this Committee and the Committee on Ways and Means, without
instructions as to how much is to be achieved in Part A, which is
not within the jurisdiction of this Committee, and how much is to
be achieved in Part B, which is within the jurisdiction of both com-
mittees. Therefore, this Committee does not have a specific target
for the Medicare savings it must achieve. The net savings from this
Committee are consolidated with the net savings from the Commit-
tee on Ways and Means to determine whether the target has been
met. The Committee is concerned that the increases in Part B pre
miums and deductibles assumpted by the Budget Resolution and
contained in this bill will impose a disproportionately heavy fman
cial burden on low-income Medicare beneficiaries. Accordingly, the
Committee bill includes a provision to pay the Part B premiums of
beneficiaries with income below 125 percent of the Federal poverty
level and liquid assets of $4,000 or less. The Committee also re
mains concerned that continuaL reductions in payments to provid
ers of service, without adequate evaluation of the effects of prior
reductions, may impact on enrollees in the form of reduced quality
of care or barriers to accessibility.

The Budget Resolution also apparently assumes reductions of
$2.38 billion in Medicaid outlays over the period FY 1991 through
1995. The Committee bill would. achieve these savings primarily by
reforming the purchase of prescription drugs by the States and by
requiring the States, where cst-effective, to purchase employer
group health coverage on behalf of Medicaid beneficiaries. The sav-
ings achieved under the Committee's recommendations would
exceed the Budget Resolution's apparent target by approximately
several hundred million dollars over the next five years. In an
effort to respond to the health care crisis confronting poor children,
the Committee is recommending that these savings be applied to
initiatives to improve child health. Foremost among these is a
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modest, incremental expansion in Medicaid coverage for children
through age 12 in families with incomes at or below 100 percent of
the Federal poverty level. This will result in the extension of basic
health care coverage to an estimated 700,000 children in 1995 when
the provision is fully implemented.

HEARINGS

The Subcommittee on Health and the Environment held one day
of hearings on Medicare Program Outlay Reductions on June 27,
1990, and heard testimony from 10 witnes8es, including the Physi-
cian Payment Review Commission, representatives of 6 medical as-
sociations, and 3 other organizations. On June 7, 1990, the Subcom-
mittee on Health and the Environment held joint hearings with
the Subcommittee on Commerce, Consumer Protection, and Com-
petitiveness on reform of the Medicare Supplemental Insurance
Market. Testimony was received from 10 witnes8es, including 2
Members of Congress, the General Accounting Office, representa-
tives of the health insurance industry, and 3 other organizations.
The Subcommittee on Health and the Environment held field hear-
ings on March 5, 1990, in Atlanta, Georgia, on Medicare Part B
Carrier Issues. Testimony was received from 10 witnes8es, includ-
ing 4 Members of Congress, regional offices of the Health Care Fi-
nancing Administration and HHS Inspector General, and repre-
sentatives of 4 other groups.

The Subcommittee held two days of hearings on Medicaid Budget
Initiatives on September 10, 1990, and September 14, 1990, and
heard testimony from 37 witnes8es, including nine Members of
Congress, the General Accounting Office, HHS Office of the Inspec-
tor General, and the Health Care Financing Adminisration. illi-
nois, on Medicaid and the Maternal and Child Health Block Granta
on March 5, 1990. Testimony was received from 11 witnesses, in-
cluding the Illinois Department of Public Health, and the Illinois
Department of Public Aid, and representatives of various area
health care providers.

COMMITTEE CONSIDERATION

On October 11, 1990, the Committee met in an open mark-up ses-
sion and orderd the Committee Print, as amended, transmitted to
the Budget Committee by a voice vote, a quorum being present.

COMMITFEE OVERSIGHT FINDINGS

Pursuant to clause 2(1X3XA) of rule XJ of the Rules of the House
of Representatives, no oversight findings or recommendations have
been made to the Committee.

COMMITTEE ON Gocr OPERATIONS

Pursuant to clause 2(1X3XD) of rule XI of the Rules of the House
of Representatives, no oversight findings have been submitted to
the Committee by the Committee on Government Operations.
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COMMITTEE COST ESTIMATE

In compliance with clause 7(a) of rule Xlfl of the Rules of the
House of Representatives, the Gmmittee believes that the bill will
reduce Medicare program outlays by $1.7 billion in FY 1991 and
$24.4 billion over the period FY 1991 through 1995, and will reduce
Medicaid program outlays by $337 million over the period FY 1991
through 1995.

U.S. CONGRESS,
CONGRESSIONAL BUDGE1 OFFICE,

Washington, DC, October 15, 1990.
Hon. JOHN D. DINGELL,
Chairman, Committee on Energy and Commerce,
House of Representatives, Washington, DC.

Dwt MR. Cnuw.: The Congressional Budget Office has pre-
pared the attached cost estimate for the Reconciliation recommen-
dations of the Committee on Energy and Commerce, as ordered
transmitted to the House Committee on the Budget, October 15,

1990.
The estimates included in the attached table represent the 1991-

1995 effects on the federal budget and on the budget resolution
baseline of the Committee's legislative proposals affecting spend-
ing. CBO understands that the Committee on the Budget will be re-
sponsible for interpreting how savings contained in these legisla-
tive proposals measure against the budget resolution reconc11iatbonl
inStructions.

If you wish further details on this eStimate, we will be pleased to
provide them.

Sincerely,
ROBERT 1). REISCHAUER,

Director.

ENERGY AND COMMERCE:: RECONCILIATION PROVISIONS

SUBTITLE A—PROViSIONS RELATiNG TO THE MEDICARE

PROGRAM

Part 1—PTovlsions Relating to Part B

4001 Pymets to v!fvaIued Procedures
4002 Payments fo radIoj setvices
4003 Payments foq anetheia sevces
4004 Payments fo patho'ogy seMces
4005 Pymeits lo r1ain othec physIcian seivic
4006 Uate foq physicians services
4007 Darges of new physicians and pactitners
4008 Payment to technical nponents of diagnost tests...
4009 RecpxaI lling ariangements to piysicians
4010 Aggregation rule for cbims for similar physicians

0 0 0

0 0 0 0

0 0 0 0

4013 Technical wrections re'ating to piycian payment 0 0 0 0

4021 Payments to hosita? outpatient sevs.
a. Outpatient capital

b. atient secvices

IBY fiI I miH ar] —
1991 1992 . 1993

Total
1994 1995

—115

—87

—35

—10

—95

— 195

—55
—20

-190 —210 -235 -260
-153 -176 -194 -229
-50 —55 —60 -65
—10 —15 —15 —15

—155 —175 —190 —215

—390 —475 —525 —590

—105 —125 —140 —155

—35 —35 —40 —45

0 0 0 0

—1010
—837

—265
—65

- 830

—2,175

—580
—175

-65 -90
-115 -150

—85 —90 —80 —410

—180 —210 —245 —900
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ENERGY AND COMMERCE: RECONCILIATION PROVISIONS—Continued

(Be fi,c 'iar, ol ars]

1991 1992 1993 1994 1995 is
4022 Payments for durable medical uipment —170 —305 —380 —445 —490 —1,790
4023 Payment for clinical laboratory services —95 — 155 — 175 —200 —225 —850
4024 Coverage of nurse practitioner in rural areas 3 4 5 5 6 23

4025 Daritying rige of eyeglasses fol1ing cataract
surgery -30 -45 -50 -50 -55 -230

4026 Coverage of injectible drugs for cateoporosis 1 1 0 0 0 2

4027 Conditions of cataract surgery alternatives demonstra.

0 0 0 0 0

4031 Medicare carrier notice to State medical boards 0 0 0 0 0 0

4032 Trnul and miscellaneous corrections to part B 0 0 0 0 0 0

Subtotal _. — — 1,083 — 1828 —2129 —2,389 —2,663 — 10,092

Part 2—Provisions Relating to Parts A & B

4101 PRO coordination with carriers 0 0 0 0 0 0

4102 Confolentiality of peer review defitierations 0 0 0 0 0 0

4103 Role of peer review in hospital transfers 0 0 0 0 0 0

4l4Peerreviewnotica 0 0 0 0 0 0

4105 Notice to State medical boards of adverse actions 0 0 0 0 0 0

4106 Carrier notice to State medical boards 0 0 0 0 0 0

4121 (zlension of medicare secondary payer provisions:

a. (SRD to 18 months —50 —55 —60 —65 —65 —295
b. I.xlension of disabled secondary payer provisions 0 —570 —780 —800 —830 —2,980

4122 Provisions relating to lIMO's () (2) (2) (2) (2) (I)
4123 Demonstration project for stafl.assisted home dialysis.... 1 1 0 0 0 2

4124 (zlension of roporting deadline for Afzhelmer's disease

demonstration project 0 0 0 0 0 0

4125 Miscellaneous technical wrections 0 0 0 0 0 0

Subtotal —49 —624 —840 —865 —895 —3,273

Part 3—Provisions Relating to Beneficiaries

4201 Part B premium —275 —370 —1,320 —2,590 —3,965 —8,520

4202 Oange in part B deductible —350 —550 —560 —570 —580 —2,610

Subtotal —625 —920 —1.880 —3,160 —4,545 —11,130

Part 4—Standards for Medicare Supplemental Insurance

Policies

4301 SinIification of Medicare supplemental policies ' 0 0 0 0 0 0

4302 R%uinng approval of State for sale in the State 0 0 0 0 0 0

4303 Preventing duplication 0 0 0 0 0 0

4304 Loss ratios' 0 0 0 0 0 0

4305 Lflnitation on contain safes commissions 0 0 0 0 0 0

4306 Dardicahon of biatment of plans oflered by fiealth
mamtenanon organizations 0 0 0 0 0 0

4307 ftohttion of certain discnirninatory practices 0 0 0 0 0 0

4308 Health msurance advisory service for medicare.jienefi.
claries 0 0 0 0 0 0

4309 Additional enforcement through Public Health '�ervice
Act 0 0 0 0 0 0

Subtotal .. 0 0 0 0 0 0

-Medicare subtotal —1,737 —3,372 —4,849 —6,414 —8,103 —24.495

Subtitle B—Medicaid Program

Part 1—Reductions in Spending

4401 Reimbursement for presciibed drugs —100 —250 —445 —570 —740 —2,105
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ENERGY AND COMMERCE RECONCILIATION PROViSIONS—Continued

( lb r P is)
1991 1992 1993 1194 1195

199

4402 Requiring Medicaid payment of prelmunis rid cest-
sharing tot enrollment under emit health an where cest
elective

4403 Cornurier matidiing rid sivacy protection amend.

Pail 2—Protection of L4nceme Medicare Beneficiaries

4411 Medicaid payment lot premiums for Medicare benefici-

aries with incomes below 125 percent of poverty 200

Part 3—Improvements Er Chill Health

4421 Phased-In mandatory ve of dIen it to 100
pementolpovecty 10

4422 Mandatory rtinuation of benefits lot pregnant

women through post-qurtum rid certain infants through-
outflrstyearof life 15

4423 Mandatory ma of Chitreadi locations other than

welfare offices 9

4424 Presumptive eligibibty
4425 Role in patermty determinations ()
4426 Report and transition on errors in eligibility determina-

tions - ()
Part 4-4furng home reform provisions

4431 Medicaid nursing home reform -1
Pat S-laneorm provisions

4441 State Medicaid matching payments through voluntary
contrihotionsandStatetaxes 0

4442 Disprcçortionate share hospitals 0

4443 Alternate State payment edjustmemts to disproportion-
stesharehospitats 0

4444 Minimum payment adyistmenl for certain dispropor
tionate share hospitals in Illinois 10

4445 Federally qualified health centers 3

4446 Hospice payments 0

4447 Limitatrnns on disallowance of certain ratient psythr
atric hospital sorces 0

4448 Treatment of interest on Indiana disallowance 0

4451 tionat payment of premiums for "8RA" continu-
ation coverage where cost effective 0

4452 Provisions relating to spousal enpovensb 0

4453 Disregarding German reparation payments from post
eligibility treatment of mceme under the Medicaid Pto
gram (')

4454 Amendments relating to Medicaid transition provision 0

4455Qanfingeffectofhospicedection 0

4456 Dailfication of application of 133 percent income Imit
to medically needy .. 0

4457 Codification of oneerage of rehabilitation ,eMces 0

4458 Personal care seroices in Minnesota
4461 Requirements for health maintenar organizations 0

4462 Health maintenai organization special rules 0

4463 Extension rid espansen of Minnesota preçiaid demon-
otrabon 0

4464 Treatment of Dayton area health plan -2
4465 Treatment of owlain county-operated health Ersurmnli

organizations 0

4471 Waiver authority for demonstrations to protect asset;
through private beig-term care insurance 0

4472 tenely payment wider waivers of freedom of choice of

285 360 410 595 1,910

55 105 160 230 560

30 35 35 40 155

50 55 55 60 229

1 2 2 2 8

(I) (I) (I) (I) (I)

(') 0 0 0 0

—2 —2 —2 —3 —10

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0•

10 10 0 0 30

4 4 4 4 19

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

1 1 1 1 4

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

1 1 1 1 5

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

—2 —2 —2 —2 —10

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

-95 -160 -205 -250 -305 -1,005

0 -15 -35 -40 -45 -135
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ENERGY AND WMMERCE: RECONCIUATION PROVISIONS—Continued

, m of

4473 Home and cainmunity-based ser warvers:

(1) Qarify finition of touts and board
(2) Treatment of persons with mental retardation er a

related condition ma decartified facility

(3)SolrespEtecare .. —

(4) Permitting adjustment m timaten to take isto
aunt preadmission saeeningrequirement

4474 Provisions relating to frail elderly demonstration—
(a) Expansion of waivers

(b) Application of Wecial iourovement rules ..

4481 Right to nell-determination with respect to health care..

4482 Provisions relating to quality of physician services

4483 Qarificatmn of authority of iospector gendrat

4484 Notice to State medical baar when adverse actions
taken

4485 Miscellaneous provisions .. -

Medicaid Subtotal -

SUBTTIII C—OTHER PR1SIOHS

4502 NRC fees (offsetting receipts)

4511 Railroad safety user fem (offsetting receipts)
4521 U.S. travel and tourism user fees (ofiseting repts)....
4531 (PA user fees (offsetting receçts) -

Other total direct wending effects

(a) () () (I) (I) (I)
(a) (I) (I) (I) (I) (I)
(') I 1 1 1 4

(') 1 1 1 1 4

0 0 0 0 0 0

o 0 0 0 0 0

(') C') (') 0 0 (')
61 10 —114 —134 —160 —337

—298 —310 —323 —336 —1,554

-35 -36 -38 -40 -169
—19 —18 —20 —18 —85
—5 —5 —5 —5 —24

—321 —357 —369 —386 —399 —1,832

'No t Wendin2 soj moat limo a , Not a ri Pne1 ( Oen $5000001 woiàt No mqiiid limo iirt to
,Diator Cmomhtno act.

'Cost ar saving eot1mat at toss than $500,000.
'Part B Ilosithit uirijin wwto: 1991, *30.90; 1992, $32.20; 1993, $31.00; .1994, $41.10; 1995, $44.10.

INFLATIONARY IMPACT STATEMENT

Pursuant to clause 2(1X4) of rule XI of the Rules of the House of
Representatives, the Committee states that the reported bill will
reduce inflation by reducing Medicare and Medicaid program out-
lays by over $27 billion over the next 5 years.

SECTION-BY-SECTION ANALYSIS

1991 1992 1993 1994 1995 1991-95

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

—287

—20
—10

Direct wending total

State and lecal effects -
—2,017 —3,719 —5,332 —6,934 —8662 —26664

-85 -180 -275 -295 -325 -1,160
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PART 2—PROVISIONS BLATING TO PARTS A AND B
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Subpart B—Other Provisions
Section 4l21—Extension of secondary payor provz.sions

Under current law, individualj3 who become disabled and eligibleto receive benefits under the Social Security Act are entitled toMedicare benefits after they satisfy a waiting period. Similarly, in-dividuals with end stage renal disease may become entitled to Med-icare benefits after an initial waiting period. In both cases, theMedicare program is a secondary payer to any private health in-surance benefits that such individuals may have.
(a) Extension of renal di.sease period from 12 to 18 months—The

Committee bill would extend provisions of current law with respectto Medicare as a secondary payer to private health benefits for per-sons with End Stage Renal Disease. The current requirement forprivate coverage to remain primary for 12 months would be ex-tended to 18 months, effective lbr group health plan years begin-ning on or after January 1, 1991.
(b) Elimination of sunset for transfer of data provision.—Thjs

provision of the Committee bill, would extend the authority forMedicare contractors (intermediaries and carriers) to inquire of em-ployers concerning the coverage of any group health benefits towhich an individual may be eligible in order to apply the Medicare
secondary payer rules more effectively.

(c) Elimination of sunset on application to disabled benefici-
aries.—The Committee bill would, extend the expiring authority for
private group health benefit plans to be designated the primary
payer for covered individuals who are also entitled to Medicare
benefits because of a disabling condition. The sunset provision in
current law of December 31, 199] for this provision would be delet-ed.
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PART 3—PROVISIONS RELATING TO BENEFICIARIES

Section 4201—Part B premium
Part B of Medicare is a voluntary program financed by premi-

ums paid by enrollees and by general revenues of the Federal gov-
ernment. The premium amount ia the same for all enrollees and is
determined under current law by the lesser of (1) an amount suffi-
cient to cover one-half of estiniathd program costs, or (2) the premi-
um amount for the previous year increased by the percentage in-
crease in the cost of living adjuEtment (COLA) provided to Social
Security recipients. From 1984 through 1990, the premium was set
at 25 percent of program costs. The premium in 1990 is $28.60 permonth.

The Committee bill would establish the premium for 1991 at
$30.90 as a result of increasing the 1990 premium by the estimated
COLA increase and adding an additional $1. For 1992 and each
subsequent year through 1995, the premium would be set at an
amount that would cover 25 percent of estimated program costs.
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Subtitle B—Medicaid Program

PART 1—REDUcrIor5 IN SPENDING
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Section 44 OS—Computer matching and privacy revisions
For a discussion of this provision, see House Report 101—768 (toaccompany HR. 5450).

PART 2—PROTECTION OF LOW-INCOME MEDICARE BENEFICIARj
Section 44 il—Extending Medicaid payment for Medicare premiumsfor certain individuals with income below 125 percent of the of-ficial poverty line

Under current law, States are required to pay Medicare premi-ums (including the Part A premium where applicable), deductibles,and coinsurance for ekierly and disabled Medicare beneficiarieswhose incomes are at or below 100 percent of the Federal povertyline arjd whose countable resources are at or below twice the re-source standard used under the Supplemental Security Income(SSI) program ($4000 for an indjvjdul). Federal Medicaid matchingfunds are available to States, at the regular matching rates forservices, for these Medicare cost-sharing expenses on behalf ofqualified Medicare beneficiaries. This Medicare buy-in require-ment, enacted in the Medicare Catastrophic Coverage Act of 1988,is being phased in. As of January 1, 1991, almost all States will berequired to provide this coverage to Medicare beneficiaries with in-comes at or below 95 percent of the poverty level.Part 3 of subtitle A of the Committee bill would increase themonthly Part B premium to $30.90 per month in 1991, and $46.70per month by 1995. In addition, the bill would raise the Part B de-ductible from $75 to $100. These cost-sharing increases will have adisproportionate impact on low-income beneficiaries who are notprotected under current law, especially those with incomes justbelow and a little above the poverty level ($6,280 per year, or $523per month for an individual, $8,420 pr year or $702 per month fora couple). In the view of the Committee, the Federal governmentshould not ask poor and near-poor Medicare beneficiaries to bearthe brunt of increases in cost-sharing obligations intended toreduce the Federal deficit.
The Committee bill would extend Medicaid coverage for Medi-care Part B premiums to beneficiaries with incomes below 125 per-cent of the Federal poverty level and countable resources at orbelow twice the SSI level. Unlike qualified Medicare beneficiariesunder current law, these individuals would not be entitled to havepayment made on their behalf for Medicare deductibles or co-insur-ance. To avoid further fiscal stress on State budgets, the cost of thispremium buy-in requirement would be fully assumed by the Feder-al government in the form of a 100 percent Medicaid matching
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rate. This requirement would take effect on January 1, 1991, the
date on which the Part B premium would begin to increase under
Part 3 of Subtitle A of the Committee bill.

The Committee bill would aLso correct an anomaly in the current
Medicare buy-in requirement, and avoid a similar problem with re
spect to the new buy-in group. Under current law, Social Security
beneficiaries receive a cost-of-living adjustment (COLA) in January
of each year. The Federal poverty income guidelines are also ad-
justed for inflation annually. However, the revision is not pub-
lished before the middle of February of each year. This results in a
period of at least 6 weeks during which an individual's income may
increase above the previous year's poverty level due to the Social
Security COLA. To resolve this matter, the Committee bill would
provide that, for purposes of the buy-in of all cost-sharing or just
the Part B premium, the income of a Medicare beneficiary would
not include any amounts attributable to COLA increases during
the first 3 months of each calendar year (assuming mid-February
publication of the revised poverty income guidelines).





DISSENTING VIEWS ON THE MEDICAID. RECONCILIATION
SECTION

The reconciliation bill is supposed to be a budget-cutting vehicle.
However, this package clearly demonstrates how this legislation is
being used at the very last minute to include new Medicaid spend-
ing provisions which will add new financial burdens on both the
Federal Government and the States. Irrespective of the various
merits of these Medicaid provisions, the spending levels that these
measures will produce violate any sense of restraint on increases in
the Federal budget.

It should be noted that this year, for the first time, we are
paying for these Medicaid expansions with spending cuts. The
spending cuts in this package, which are due primarily to the "Pru-
dent Pharmaceutical Purchasing" provision, result in greater sav-
ings than required by the budget resolution. For doing such a
"good job", we are rewarding ourselves by mandating a new Medic-
aid expansion. This "surplus" is illusory and will ultimately have a
detrimental impact on the five-year deficit reduction package. This
provision provides for a phase-in of Medicaid coverage for children
between the ages 7 and 18 beginning in Fiscal Year 1991. The CBO
cost estimate for the various parts of this program is $35 million in
FY 91, increasing each year until FY 95 when it will cost $330 mil-
lion—resulting in a five-year cost of $935 million. For the first five
years this program will be paid for with the savings in this pack-
age. But how will it be paid for in the sixth through the twelfth
years? The phase-in will not be complete until 2002.

We must also be aware that the Federal costs of these Medicaid
provisions, while great, are only half the story. The States face
equally large expenditures if these Medicaid expansions are en-
acted. Last year, 48 Governors signed a letter under the auspices of
the National Governors Association asking for a moratorium on
further Medicaid mandatory expansions for two years. These gover-
nors were responding to the fact that Medicaid expenditures have
doubled over the past five years. The rapid growth of Medicaid ex-
penditures is virtually causing panic in every State capital. Most
States are required by their constitutions to balance their budgets.
Therefore, because the Federal government is mandating these ex-
pansions, the States will have less and less discretion with respect
to how they spend their limited budgets.

Given the crisis that we are facing with respect to the deficit we
can not allow back door attempts to sneak in legislation that will
ultimately increase Federal spending. This budget reconciliation is
just the beginning. Provisions which essentially create new entitle-

(146)
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ments will only balloon Federal funding and exacerbate the budget
crisis. Legislating in this manner is irresponsible and we urge our
colleagues to reject this package.

NORMAN F. LENT.
CARWs J. MOORHEAD.
Bzu.. DANNEMEYER.
Thos J. Bui, Jr.
JACK FIELDS.
MICHAEL G. Oxux.
HOWARD C. NIELSON.
DAN SCHAEFER.
JOE BARTON.
SONMY CALLAHAN.
J. Axx MCMILLAN.
EDWARD MADIGAN.



DISSENTING VIEWS OF HON. WILLIAM E. DANNEMEYER
CONCERNING THE BUDGET RECONCILIATION PACKAGE
BEFORE THE ENERGY AND COMMERCE COMMITI'EE

The Energy and Commerce Committee in this legislation has
agreed to reduce overall projected Medicare Part B outlays by $27
billion over the next five years. Most of these reductions—about
$16 billion—will come from lower reimbursement rates for physi-
cians and other Part B providers. Approximately $11 billion will be
raised from Medicare beneficiaries by raising the Part B deductible
from $75 to $100. The Congressional Budget Office (CBO) estimates
this increase will raise $2.6 billion over 5 years. In addition, the
Committee has decided to extend current law with respect to the
Part B premium, so that it continues to raise 25 percent of pro-
gram expenditures.

This CBO treatment f this last change deserves special com-
ment. Although this provision simply maintains current law, the
Committee has counted this as a significant revenue raiser—$S.6
billion over 5 years—because the provision in current law expired
on October 1. In my opinion, an extension of current law should
not count toward our overall deficit reduction goal. This is but one
example of the "smoke and mirrors" approach in this reconcilia-
tion package.

Under this approach, many providers will be forced to restrict
access to Medicare patients. As physicians receive less and less re-
imbursement for services provided to Medicare patients, they will
conclude that it is too expensive to care for our senior citizens, and
they will react by either accepting fewer and fewer Medicare pa-
tients or by forcing seniors to wait longer for care—de facto ration-
ing.

Mr. Chairman, this is not only undesirable, it is unnecessary. If
this Congress were to wield the budget ax and cut the discretionary
domestic portion of the budget and foreign aid, we could achieve
the Budget Summit's goal of a balanced budget in five years with
no cuts in Medicare and no new taxes. I know it may sound amaz-
ing, but this is true. I have attached some information that lays out
the specifics of my budget proposal.

Every time the Congress approves a new Federal program, or in-
creases the authorization for an existing one, we are indirectly
harming the Medicare recipient. As the discretionary domestic por-
tion of the Federal budget continues to grow, there will be more
and more pressure on the Congress to exercise budgetary restraint
at the expense of high quality care for seniors and others who are
eligible for Medicare benefits.

My point is a simple one: Some day, all the many special interest
groups that care about the future of Medicare—those who repre-
sent the Medicare patient as well as the physicians and hospitals
who provide the Medicare services—will have to adopt a new strat-
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egy. That strategy will require these organizations to identify spe-
cific and deep cuts in the discretionary domestic portion of the
budget. They will have to confront upper middle class artists and
affluent farmers in the halls cf Congress. Congress will have to
choose between slashing Medicare reimbursement rates or elimi-
nating the National Endowment for the Arts.

When these confrontations arise, those portions of the budget
best described as luxuries in a time of necessity will undoubtedly
lose. While it may sound harsh, the Medicare community must re-
alize that we have entered a time of budgetary zero-sum politics,
where no one can win without someone else losing. I think we can
all agree that it makes little sense to squeeze the Medicare pro-
gram while so many other frivolous Federal programs continue to
grow and prosper.

EXPANDING MEDICAID DURING A BUDGETARY CR1515

At a time when we are about to increase the Federal debt by
more than $300 billion, it is simply inconceivable for this Commit-
tee to be expanding a Federal entitlement program. In fact, it is
inconceivable that we should be expanding any Federal program at
this time.

Yet the Reconciliation package does exactly that. It includes two
well-intentioned, but potentially expensive expansions of the Med-
icaid program. Both of these proposals would expand Medicaid cov-
erage for children. One even establishes the disturbing precedent of
providing 100 percent Federal funding for a small category of eligi-
ble children, waiving for the first time the traditional State-Federal
partnership. Although worthy in intent, these explanations simply
perpetuate the business-as-usual atmosphere that has brought
about the current budgetary stalemate.

Rather than using questionable cost estimates from the Congres-
sional Budget Office and the Office of Management and Budget—
which have embarrassed this Committee in the past—to justify the
expansion of existing programs, we should be looking for ways to
exceed the budgetary savings required in the budget resolution. In
fact, I offered two amendments to do just this, and both were re
jected by the Committee. One amendment would have allowed my
home State of California to move forward with its own cost-effi-
cient approach to nursing home reform for Medicaid recipients who
reside in these facilities. The State of California estimates that its
own ambitious approach would deliver the same quality of care to
nursing home residents in a more cost-effective manner. Indeed, ac-
cording to the CBO, my amendment would have reduced Federal
Medicaid outlays by $280 million over the next five years.

In other areas, such as the Clean Air Act, California has received
an exemption from Federal regu:Iation in order to pursue its own
regulatory approach to cleaning our skies. I see nothing wrong
with asking my colleagues to grant California with a similar ex-
emption in this area.

My other amendment would have eliminated the Medicaid ex-
pansion for children up to the age of twelve. As with many other
Medicaid expansions in recent ye&rs, this one begins modestly, cost-
ing only $30 million in the first year, but rapidly escalates to more
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than $330 million annually by 1995. Again, the Committee, in its
business-as-usual mode, rejected my amendment to keep the pro-
gram at its present size.

The American people have written and phoned and telegrammed
their utter disdain for the U.S. Congress. in these last few days. To
them, this is not business as usual. Indeed, it is a crisis of the first
magnitude that has led many to question whether our Congress
has lost the ability to function. I respectfully submit that this rec-
onciliation package does nothing to allay these legitimate fears.

Biu. DANNEMEYER.

BUDGET RECOVERY ACT

&4laii)

1990 1991 1992 1993 1994 1995

NatiOnal defense:

BA 299.6 289.1 289.1 289.1 289.1 289.1

O 299.9 294.1 289.1 289.1 289.1 289.1

Savings ' —12.4 —26.8 —36.7 — 52.6 —62.4 —190.0
International aflairs:

BA 19.0 13.4 14.0 14.5 15.0 15.8

O 15.5 11.9 12.6 13.0 13.1 13.8

Savings 2 —5.9 —6.2 — 6.4 —6.6 —6.9 —32.0
Soenc, d techno'ogy:

BA 14.6 14.7 14.9 15.0 15.2 15.3

O 14.2 14.3 14.5 14.6 14.8 14.9

Savings —.9 —1.2 —1.5 —2.0 —2.5 —8.1
Energy:

BA. 4.9 4.9 5.0 5.0 5.1 5.1

O 3.3 3.3 3.4 3.4 3.4 3.5

Savings — .7 —1.0 —1.6 —1.9 —1.8 —7.0
Natural resources and environment:

BA 17.7 18.0 18.2 18.4 18.6 18.8

O 17.8 18.0 18.2 18.4 18.6 18.8

Savings —.9 —1.4 —1.8 —2.0 —2.4 —8.5
Agricu?ture:

BA 13.9 14.7 17.7 18.6 17.9 17.0

O 12.5 13.1 13.7 14.3 14.9 14.3

Savings -1.0 -3.3 -1.4 -.2 0 -5.9
Commerce and housing Credit:

BA 17.9 85.5 85.4 41.6 —6.5 2.6

O 75.7 87.0 81.4 39.7 —9.2 —3.2
Savings 0 0 0 0 0 0 0

Transportation

BA 31.2 31.5 31.8 32.1 32.5 32.8

O 29.5 29.8 30.1 30.4 30.7 31.0
Savings — .9 —1.9 —2.7 —3.6 — 4.4 —13.6
Conmunity and regiwaJ development:

BA 9.8 9.2 8.9 9.0 9.5 9.6

O 8.3 8.3 8.4 8.3 8.4 8.5

Savings —.3 —.2 —.4 —.5 —.7 —2.1

Education, training, employment and soCiil SeMCe5:

BA 40.4 42.3 43.6 44.4 46.3 48.1

O 38.3 41.1 41.3 42.3 44.1 46.0
Savings — .7 —1.7 —1.7 —1.3 — .9 —6.3
Health:

BA 61.1 66.3 73.9 81.3 89.6 98.5

O 58.2 65.5 73.1 80.3 87.5 94.5
Savings 0 — .2 — .6 —1.4 —3.0 —5.2
Medicare:

BA 116.2 122.4 133.5 147.5 361.9 177.2
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BUDGET RECOVERY ACT—Continued

.. ysei—
Fitctons — Syr

1990 1991 1992 1993 1994 1995

o 96.9 104.9 120.0 134.4 150.5 168.0
Savmgs' 0 0 0 0 0 0
Income security:

BA 184.9 196.8 202.6 210.9 219.7 226.6
o 148.5 155.2 162.2 169.5 117.1 185.1

Savings —.5.3 —5.6 —5.8 —8.2 —7.1 —32.0
Social Security:

BA 306.6 339.5 367.0 396.2 427.5 460.9
o 2487 266.3 283.7 301.4 318.9 337.2

Savings 0 0 0 0 0 0

Veterans benefits and services:

BA 313.6 31.9 33.1 34.1 35.1 36.1
o 29.4 31.5 32.6 33.6 359 355

Savings —.2 —.1 —.2 —.4 —.6 —1.5
Administration of justice:

BA 12.4 13.5 13.6 13.8 14.0 14.2

o 10.5 12.0 12.5 13.0 13.6 14.2
Savings —.8 —1.7 —1.9 —1.8 —1.8 —8.0
General govemmen

BA 12.0 11.7 11.9 11.7 11.7 11.8
o 10.6 11.1 11.3 11.4 11.5 11.6

Savings —.6 —.7 —.4 —.5 —.8 —3.0
Net interest: BA/C 181.4 193.4 201.3 207.6 208.2 205.9
Savings -2.4 -5.9 -9.5 -13.8 -18.5 -50.1
Und. Oil. Rcpts.: BAlD —3E.7 —38.6 —40.7 —42.4 —44.7 —47.1
Savings .. 0 0 -0 0 0 0

Total:

BA 1,337.5 1,460.6 1,525.7 1,549.4 1,567.2 1,640.1

0 1,262.5 1,322.3 1,368.6 1,382.3 1,386.3 1,441.1
Savings -33.0 -51.9 -72.6 -96.8 -113.9 -374.2
Revenues 1,044.2 1,121.4 1,194.2 1,218.6 1,363.0 1,441.1
Deficit —218.3 —200.9 —114.4 —103.7 —23.3 0

ADDENDA

Program savings:

Defense I —12.4 —26.8 —36.1 —52.6 —62.4 —190.9
Foreignaid —5.9 —6.2 —6.4 —6.6. —6.9 —32.0
Medicare and Medicaid 0 0 0 0 0 0

Retirement (Social Security. Federal. military) 0 0 0 0 0 0
Unemployment 0 0 0 0 0 0

Veterans comp. and benefits .. 0 0 0 0 0 0

Other entitlements —5.3 —3.7 —4.0 -5.2 -3.8 -22.0
Nondefense discretionary —7.0 —15.3 —16.0 —18.6 —22.3 —19.2
Net interest ................. —2.4 —5.9 —9.5 —13.8 —18.5 —50.1

Total outlays reductions —33.0 —57.9 —72.6 —96.8 —113.9 —374.2
Taxiricreases 0 0 0 0 0 0

F,anzns defense eing te 5 yeas at fiscal year 1991 BA leul ausasied by
• Reduces annual tangn aid arnnnrrrs by awttrrd.

Lnrillern,nrs ad to gr annually by 9.1 cent. 5.1 p.onrl, 5 reaet, S puonri. aid 5 paer. aid etberay by 0 gmceer in
1991 and I peccanr each nar Ihereatlea, thÉs imidis m a 4.5 yenrarl assail cay an raitiad m aecoeÉty trtctci

'Dehcil hÉnels assumed ro be reamed 6-0-H larpets tin .a yea.
• 1 pancanl grualfi Senerally ilaed u ar,





TITLE XI—COMMITrEE ON Vrws' ArnIRS

U.S. HOUSE OF REPRFENTATIVE8,
COMNLnTx ON VrrKP.Ais' ArnIRS,

Wa8hington, DC, October 13, 1990.
Hon. LEON E. PANETrA,
Chairman, Committee on the Budget,
House ofRepresentatwes, Wa8hington, DC

DxAa Ma. Ca&iuw: Yesterday the committee approved changes
in existing law under its jurisdiction in order to meet the reconcili-
ation instructions contained in the Budget Resolution. The commit-
tee recommendations meet the target for savings in the first year,
and the five-year savings wi]1 exceed the target by a substantial
amount.

As requested, enclosed are bill language and report language,
along with a CBO cost estimate of the recommendations we have
made.

Sincerely,
G.V. (Soin.y) Moco.iaiy,

Chairman.

TITLE XJ—COMMITrEE ON Vrrxws' An.ns
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SUBTITLE F—MIBCKLLANEOU$

Require Mandatory Disclosure of Social Security Numbers

Current law does not require claimanth for benefith adminigtered
by the Department of Veterans Affairs to provide Social Security
numbers to the Department as part of their application for bene-
fits.

Section 11053 of the reported bill would require claimants for
DVA benefits to disclo8e their &cial Security numbers to permit
verification of the claimant's receipt of Social Security or to ascer-
tain whether the claimant has died in order to prevent fraudulent
payment of benefith.

U.S. CONGRESS,
COIrGRES8IONAL Burxir OFTICE,

Washington, DC, October 12, 1990.
Hon. G.V. MONTGOMERY,
Chairman, Committee on Veterans 'Affairs,
House of Representatiues, Washington, DC

Dw MR. Cii: The Congressional Budget Office has pre-
pared the attached cost e8timate for the Reconciliation recommen-
dations of the Committee on Veterans' Affairs, as ordered trans-
mitted to the House Committee on the Budget, October 12, 1990.

The estimates included in the attached table represent the 1991-
1995 effects on the federal budget and on the budget resolution
baseline of the Committee's legislative propo6als affecting spend-
ing. CBQ understands that the Committee on the Budget will be re-
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sponsible for interpreting how savings contained in these legisla-
tive proposals measure against the budget resolution recon'i1iation
inatruction8.

if you wish further details on this estimate, we will be pleased to
provide them.

Sincerely,
Jixs L. BLuic

(For Robert D. Reischauer, Director).
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TITLE XII iw X]II—WAYS AND MEANS

HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,

Washington, DC, October 15, 1990.
Hon. LEON PANrPrA,
Chairman, Committee on the Budget,
House of Representatiues, Washington, DC.

D MR. C1IAnuw: Pursuant to the reconciliation instruction
contained in H. Con. Res. 310, I am transmitting the reconciliation
recommendations reported without recommendation by the Com-
mittee on Ways and Means on October 10, 1990. As you requested,
enclosed are the statutory and report language, explanatory mate-
rial, CBO cost estimates of the legislation, and dissenting and addi-
tional views.

Total deficit reduction achieved by the Committee on Ways and
Means in fiscal year 1991 is $18.545 billion, and $194.403 billion in
fiscal year 1991 through 1995. This amount of deficit reduction
fully satisfies the requirements imposed on the Committee by the
reconciliation instruction.

With warm regards, I am,
Sincerely,

DAN ROSTENKOWSKI,
Chairman.

(5)
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I. SUMMARY

TiTLE XII—COMMITTEE ON WAYS AND MEANS: SPENDING
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SUETITII C—PROVISION8 RKLATING TO Mrnciz Ptais A AND B

£ Medicare secondary payer
As a result of changes made in OBRA '89, the Department of

Health and Humnn Services is able to use data provided by the
Social Security AdminiRtration and the IRS to improve identifica-
tion and collection of Medicare aecondary-payer cases. This infor-
mation is particularly useful for identifying spouses of beneficiaries
who may be covered by an employer health plan. This provision,
scheduled to expire after September 30, 1991, would be extended
through September 30, 1995.
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Medicare is secondary payer for disability beneficiaries who are
covered by a "large group health plan." A large group health plan
may not take into account that an active, disabled individual is en-
titled to this provision. This provision, scheduled to expire before
January 1, 1992, would be extended through September 30, 1995.

SUBTITLE D—PROVISIONS RZLATING TO Mmicx PART B PImn4
AND DEDUCTIBLE

1. Part B premium
The Part B premium would be set as follows: $32.40 in 1991,

$36000 in 1992, $40.50 in 1993, $44.00 in 1994 and $46.50 in 1995.

2. Part B deductible
The Part B deductible would be increased to $100 in 1991, $125

in 1992 and in subeequent years.

Suwrmi E—Us Fz

S. Social Security Overpayments
Recovery of Overpayment8 from Former Social Security Benefici-

arie8 through Tax Refund Offtet.—The Social Security Adnunistra-
tion would be authorized to recover overpayments from former
social security beneficiaries by having the IRS offset the former
beneficiary's tax refund. This authority would remain in effect 80
long as the existing Government-wide tax refund offset program re-
mains in effect (currently, until January 10, 1994).
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TITLE Xffl—RE VENUE PROVISIONS
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SUBTITLE C—OrMER REVENUE INCREA8ES
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6. Employment Tax Provisions

A. Increase the Cap on Wages and Self-Employment Income Sub-
ject to the Medicare Ho6pital Insurance Payroll Tax

The Committee agreed to increase the cap on wages subject to
the HI payroll tax to $73,000 for 1991, as compared with a project-
ed $54,300 under present law. As under present law, the cap is in-
dexed according to changes in average wages in the economy.
B. Coverage of State and local Government Employees Under Medi-

care
The Committee agreed to a provision requiring coverage of State

and local government employees under Medicare. Medicare hospi-
tal insurance (HI) tax is phased-in so that the employer and em-
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ployee each pays a tax of .8 percent in 1992 (1.6 percent total); 1.35
percent in 1993 (2.70 percent total); and 1.45 percent in 1994 and
thereafter (2.9 percent total).

C. Extend Social Security Retirement Coverage to State and Local
Employees not Covered by a Pension Plan

The Committee agreed to a pirovision requiring Social Security
coverage for State and local employees who are not covered under
a retirement plan offered by a State or local employer. The provi-
sion is effective with respect to services performed after September
30, 1990.

E. Payroll Tax DepoGit Stabilization

The Committee agreed to an amendment to provide that employ.
er deposits of withheld income and payroll taxes equal to or great-
er than $100,000 must be made by the close of the next banking
day for all calendar years. The provision is effective for amounts
required to be deposited after December 31, 1990.





II. DETAILED EXPLANATION OF PROVISIONS

TITLE Xfl—C0MMTrrEE ON WAYS AND MEANS: SPENDING
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Subtitle C—Provisions Relating to Medicare Parts A and B
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Sec. 12202—Medicare Secondary Payer

Present Law
(a) Identification of Medicare Secondary Payer Situations—Medi-

care is a secondary payer under specified circumstances when indi-
viduals are covered by other third party payers. Medicare is sec-
ondary payer to automobile, medical, no-fault and liability insur-
ance, and to employer health plans.

Medicare is secondary payer to certain employer health plans for
aged and disabled beneficiaries. Medicare is also secondary payer
to employer group health planB for items and services provided to
end stage renal disease (ESRD) beneficiaries during the first 12
months of a beneficiary'8 entit1emnt to Medicare on the basis of
ESRD.

The Department of Health and Huirian Services (HHS) currently
identifies Medicare secondary payer cases in the following ways:
beneficiary questionnaires, provider identification of third party
coverage when services are provided, and data transfers with other
Federal and State agencies.

In addition, as a result of changei made in the OBRA '89, HHS is
able to use data provided by the Social Security Administration
and the Internal Revenue Service to improve identification and col-
lection of Medicare secondary payer cases. This information is par-
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ticularly useful for identifying spouses of beneficiaries who may be
covered by an employer health plan.

HHS's contractors use this new information to contact employers
-in writing to determine whether the employer provided health cov-
erage and the date of such coverage. Current restrictions on the
disclosure of information under the Internal Revenue Code and the
Privacy Act also apply to the new information provided by SSA
and IRS to HCFA.

This provision is scheduled to expire after September 30, 1991.
(b) Medicare as Secondary Payer for the Disabled—Medicare is

secondary payer for disability beneficiaries who are covered by a
"large group health plan". A large group health plan may not take
into account that an active, disabled individual is entitled to this
provision.

This provision is scheduled to expire before January 1, 1992.

Explanation of Provision
(a) Identification of Medicare Secondary Payer Situations—The

provision, scheduled to expire after September 30, 1991, would be
extended through September 30, 1995.

(b) Medicare as Secondary Payer for the Disabled—This provi-
sion, scheduled to expire before January 1, 1992, would be extended
through September 30, 1995.

Effective Date
Effective upon the date of enactment.

Subtitle D—Provisions Pertaining to Medicare Part B Premium
and Deductible

Sec. 12801—Part B Premium

Present Law
Part B is a voluntary program financed by premiums paid by

aged, disabled and chronic renal disease enrollees and by general
revenues of the Federal government. The premium rate is derived
annually based partly upon the projected costh of the program for
the coming year. Under prior law, the premium rate was changed
on July 1 of each year. The Social Securty Amendments of 1983
moved the premium increase to January 1 of each year to coincide
with the changed date for the annual Social Security cash benefit
cost-of-living adjustment (COLA).

Ordinarily, the premium rate is the lower of (1) an amount suffi-
cient to cover one-half of the costs of the program for the aged or
(2) the current premium amount increased by the percentage by
which cash benefits were increased under the COLA provisions of
the Social Security program.

Low-income beneficiaries are protected from the full effect of pre-
mium increases by two provisions. First, premium increases are
constrained to prevent social security benefits, from which the pre-
miums are deducted, from declining in absolute amount. Second,
the Medicare Catastrophic Coverage Act provided for Medicaid pay-
ment of premiums for individuals below the poverty line.
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From 1984 through 1990, the premium was set at 25 percent of
program coets for aged beneficiaries. The remaining 75 percent was
covered by general revenues. In CY 1990, the basic Part B premi-
um is $28.60.

Proposed Amendment to Ssmmit Agreement
The Part B premium would be set as follows: $32.40 in 1991,

$36.00 in 1992, $40.50 in 1993, $44.00 in 1994 and $46.50 in 1995.

Effective Date
For premiums beginning January 1. 1991.

Subtitle E—User Fees
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Explanation of Proviainn

4. Recovery of Overpayments from Former Social Security Bene-
ficiaries Through Tax Refund Offset

Present Law
A Federal agency that is Owed a past-due, legally enforceable

debt, other than an overpayment under title LI of the Social Securi-
ty Act, can collect it by having the Internal Revenue Service (IRS)
withhold or reduce the debtor's income tax refund. To obtain re-
payment via a tax refund offset, the agency to which the debt is
owed must:

(i) notify the individual of its intention to recover the debt
through the tax system;

(ii) provide the individual with at least 60 days to present
evidence that all or part of the debt is not past-due or not le-
gally enforceable; and

(iii) consider any evidence presented by the individual and
make a final determinRtion that the debt is in fact owed and
legally enforceable.

After the agency notifies the IRS of its final determination, the IRS
reduces the amount of the indivdual's income tax refund, if any;
pays this amount th the agency; and notifies the individual of the
amount by which his tax refund has been reduced to repay his
debt.

Explanation of Provision

Social security overpayments to former beneficiaries would be re
covered by withholding the amount due from Federal income tax
refunds. This recovery method would be used only when benefit ad-
justmenta or direct payments by the overpaid individual have not
been succes8ful.

Specifically, the prohibition against recovering title U overpay-
ments via a tax refund offset would be eliminated for former bene-
ficiaries. (Current beneficiaries would continue to be exempt from
the tax refund offset program.)

After being informed by the Social Security Administration
(SSA) of its intention to recover an overpayment via a tax refund
offset, former beneficiaries who are eligible to apply for a waiver of
the overpayment would be given the opportunity to do so. In addi-
tion, the IRS would be required to establish a procedure by which a
spouse could present his or her share of a joint tax refund from
being withheld in an overpayment recovery action. The IRS would
also be required to notify individuals who file joint returns of this
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procedure when it informs them that it is withholding their tax
refund.

Effective Date
The proposal would take effect January 1, 1991, and would

remain in effect as long as the existing, government-wide offset re
mains in effect (currently, until January 10, 1994).
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TITLE XIII—RE VENUE PROVISIONS
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Subtitle C. Other Revenue Increases
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6. Employment Tax Provisions

a. Increase in dollar limitation on amount of wages and
self-employment income subject to the Medicare hospi-
tal insurance payroll tax (sec. 13341 of the bill and sec.
3121 of the Code)

Present Law
As part of the Federal Insurance Contributions Act (FICA), a tax

is imposed on employees and employers up to a maximum amount
of employee wages. The tax is comprised of two parts: old.age, sur•
vivor, and disability insurance (OASDI) and Medicare hospital in•
surance (HI). For wages paid in 1990 to covered employees, the HI
tax rate is 1.45 percent on both the employer and the employee on
the first $51,300 of wages and the OASDI tax rate is 6.2 percent on
both the employer and the employee on the first $51,300 of wages.

Under the Self•Employment Contributions Act of 1954 (SECA), a
tax is impoed on an individual's self-employment income. The self-
employment tax rate is the same as the total rate for employers
and employees (i.e., 2.9 percent for HI and 12.40 percent for
OASDI). For 1990, the tax is applied to the first $51,300 of self-em-
ployment income and, in general, the tax is reduced by any wages
for which employment taxes were withheld during the year.

The cap on wages and self-employment income subject to FICA
and SECA taxes is indexed to changes in the average wages in the
economy. In 1991, the amount of wages or self-employment income
subject to the tax is projected to be $54,300.

Rea8ofl8 for Change

The committee believes that increasing the cap on wages and
self-employment income subject to tax with respect to the HI tax
will improve the progressivity of the tax system. In addition, in-
creased revenues under the bill will provide necessary funding for
the Hospital Insurance Trust Fund and will enhance its long-term
solvency.

Explanation of Provision

The bill increases the cap on wages and self-employment income
considered in calculating HI tax liability to $73,000. As under
present law, for years beginning after 1991, this cap is indexed to
changes in the average wages in the economy. The OASDI wage
cap remains at the level provided under present law.

Effective Date

The provision is effective on January 1, 1991.
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b. Extending Medicare coverage of, and application of hos-
pital Insurance tax to, all State and local government
employees (sec. 13342 of the bill and sec. 3121 of the
Code)

Present law

Before enactment of the Consolidated Omnibus Reconciliation
Act of 1985 (COBRA), State and local workers were covered under
Medicare only if the State and the Secretary of Health and Human
Services entered into a voluntary agreement providing for such
coverage. In COBRA, the Congress extending Medicare coverage
(and the corresponding hospital insurance (HI) payroll tax) on a
mandatory basis to State and local government employees (other
than students) hired after March 31, 1986.

For wages paid in 1990 to Medicare-covered employees, the total
HI tax rate is 2.9 percent of the first $51,300 of wages. The tax is
divided equally beween the employer and the employee.

Reasons hr Change
The committee believes Medicare coverage should be extended to

all employees of State and local governments. In addition, evidence
suggests that a substantial number of former employees of State
and local governments are entitled to receive Medicare coverage
due to other employment or spouas.l Medicare eligibility. These em-
ployees contribute less to the financing of the Medicare system
than employees who are entitled to the same benefits, but who
spend their entire working career in Medicare-covered employ-
ment. Therefore, the committee believes that State and local em-
ployees hired before April 1, 1986, (and their employers) should be
liable for the HI tax in the same manner as is required of Federal
Government employees, State and local government employees
hired after March 31, 1986, and private sector employees.

Explanation a! Provision

The bill requires coverage of all employees of State and local gov-
ernments under Medicare without regard to the employee's date of
hire. The 2.9 percent HI payroll tax rate is imposed on employers
and employees and is phased in with respect to newly covered
State and local government employees so that the tax rate is 1.6
percent in 1992; 2.7 percent in 1993; and 2.9 percent in 1994 and
thereafter. The present-law studeitit exception is retained with re-
spect to students employed in pub]ic schools, colleges, and universi-
ties. Coverage may, as under present law, continue to be provided
to such individuals at the option of the State government.

In the case of employees who are required to pay the HI tax as a
result of this provision and who meet certain other requirements,
certain services performed for a State and local government prior
to the effective date are deemed to have been covered by the HI tax
for purposes of determining Medicare eligibility. Prior State and
loctil service is counted regardless of whether such service was con-
tinuous.
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The provision authorizes the appropriation of fund8 to the HI
trust fund for any additional cost arising by reason of this provi-
sion.

The Secretary of Health and Human Services is required to pro-
vide a process by which employees may provide evidence of prior
State and local governmental service if such service is necessary to
qualify for coverage under the program.

Effective Date

The provision is effective with respect to services performed after
December 31, 1991.

c. Extend social security retirement coverage (OASDI) to
State and local government employees not covered by a
public employee retirement program (sec. 13343 of the
bill and sec. 3121 of the Code)

Present Law

Employees of State and local governments are covered under
social security by voluntary agreements entered into by the States
with the Secretary of Health and Human Services (HHS). After a
State has entered into such an agreement, it may decide, or permit
its political subdivisions to decide, whether to include particular
groups of employees under the agreement. All States have entered
into such agreements. The extent of coverage is high in some
States and limited in others. Nationally, about 72 percent of State
and local workers are covered by social security.

With certain exceptions, a State has broad latitude to decide
which groups of State and local employees are covered under its
agreement. In some cases in which States have elected not to pro-
vide coverage, a part of the workforce does not participate in any
public retirement plan.

For 1990, the social security (Old Age, Survivors, and Disability
Insurance) tax rate is 6.2 percent of covered wages up to $51,300
and is imposed on both the employer and employee (for a total of
12.40 percent).

Reasons for Change

Certain employees of State and local governments have no retire-
ment protection either from social security or a public retirement
system. Many of these individuals are low-paid individuals with
limited or intermittent work experience and, therefore, social secu-
rity coverage will provide important disability and retirement pro-
tection.

Explanation of Provision

Under the bill, State and local workers who are not covered by a
retirement system in conjunction with their employment for the
State or local government are required to be covered by social secu-
rity (Old Age, Survivors, and Disability Insurance (OASDI)) and
such workers' wages are subject to the OASDI taxes under the Fed-
eral Insurance Contributions Act (FICA).
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A retirement system is defined as under the definition of retire-
ment system contained in the Social Security Act (42 U.S.C. sec.
418(bX4)). Thus, a retirement syi3tem is defined as a pension, annu-
ity, retirement, or similar fund or system established by a State or
by a political subdivision thereof

Whether an employee is a member (i.e., is a participant) of a re-
tirement system is based upon whether that individual actually
participates in the program. Thus, whether an employee partici-
pates is not determined by whether that individual holds a position
that is included in a retirement system. Instead, that individual
must actually be a member of the system. For example, an employ-
ee whose job classification is of a type that ordinarily is entitled to
coverage is not a member of a retirement system if he or she is
ineligible because of age or service conditions contained in the plan
and, therefore, is required to be covered under social security. Sixni-
larly, if participation in the system is elective, and the employee
elects not to participate, that employee does not participate in a
system for purposes of this nile, and is to be covered under the
social security system.

The Secretary of the Treaaury, in conjunction with the Social Se-
curity Administration, is required to issue guidance in order to ixn-
plement the purposes of this provision.

Effeciwe Date

The provision is effective with respect to services performed after
September 30, 1990.
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e. Payroll tax deposit stabilization (sec. 13345 of the bill
and sec. 6302(g) of the Code)

Pre8ent Law

Treasury regulations have established the system under which
employers deposit income taxes withheld from employees' wages
and FICA tajes. The frequency with which these taxes must be de-
posited increases as the amount required to be deposited increases.

Employers are required to deposit these taxes as frequently as
eight times per month, provided that the amount to be deposited
equals or exceeds $3,000. These deposits must be made within three
banking days after the end of the eighth-monthly period.

Effective August 1, 1990, employers who are on this eighth-
monthly system are required to deposit income taxes withheld from
employees' wages and FICA taxes by the close of the applicable
banking day (instead of by the close of the third banking day) after
any day on which the business cumulates an amount to be deposit-
ed equal to or greater than $100,000 (regardless of whether that
day is the last day of an eighth-monthly period).

For 1990, the applicable banking day is the first. For 1991, the
applicable banking day is the second. For 1992, the applicable
banking day is the third. For 1993 and 1994, the applicable banking
day is the first. The Treasury Department is given authority to
issue regulations for 1995 and succeeding years to provide for simi-
lar modifications to the date by which deposits must be made in
order to minimize unevenness in the receipts effects of this provi-
sion.

Reasons for Change

The committee believed that it was appropriate to simplify this
provision by making the deposit rules uniform for all years.

Explanation of Provision

The bill requires that deposits equal to or greater than $100,000
must be made by the close of the next banking day for all years.
Thus, no change from present law is necessary for calendar year
1990, but for calendar years 1991 and 1992 deposits are accelerated.
The regulatory authority provided to the Treasury Department is
repealed.

Effective Date

The provision is effective for amounts required to be deposited
after December 31, 1990.
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III. MATTERS REQUIRED To BE DISCUSSED UNDER THE
RULES OF THE HOUSE

A. VOTE OF THE C0MMITI'EE

In compliance with clause 2(1)(2XB) of Rule Xl of the House of
Representatives, the following statement is made about the vote of
the Committee on Titles XII and XIII. Titles XII and XIII were or-
dered reported without recommendation by voice vote.

B. OvsIGwr FINDINGS

In compliance with clause 2(aX3XA) of Rule Xl of the Rules of
the House of Representatives, the Committee advises that it was as
a result of the Committee's oversiight activities with respect to vari-
ous revenue propo8als, and the response to the revenue reconcilia-
tion rnstructions contained in House Concurrent Resolution 310,
that the Committee concluded that it is appropriate to enact the
provisions contained in Titles XII and XIII.

The Committee on Ways and Means and its Subcommittees have
held numerous hearings during the 101st Congress on various reve-
nue-related provision8 included in its revenue title (Title XIII) as
submitted to the Committee on the Budget in response to the reve-
nue reconciliation nstruction8.

C. OVERSIGHT BY THE COMMITFEE ON GOVERNMENT OPERATIONS

In compliance with clause 2(1X3)(D) of Rule XI of the Rules of the
House of Representatives, the Committee states that no oversight
findings and recommendations have been submitted to this Com-
mittee on Government Operatioiis with re8pect to the provisons
contained in Titles XII and Xffl.
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D. INFLATIONARY IMPACT

In compliance with clause 2(1X4) of Rule XI of the Rules of the
House of Representatives, the Committee states that the enactment
of Titles XII and XIII is expected to significantly reduce inflation-
ary pressures in the operation of the national economy.

E. BuIxEr Emc OF THE Biu
1. COMMITTEE ESTIMATES

In compliance with clause 7(a) of Rule XIII of the House of Rep-
resentatives, the following statement is made:

The Committee agrees with the estimates prepared by the Con-
gressional Budget Office (CBO) which is included below.

Table 1 below summarizes the budget effect (both outlays and
revenues) by major program. These estimates are identical to those
made by CBO and the Joint Committee on Taxation. Only provi-
sions which have a direct impact upon budget outlays or revenues
are shown in these tables.

The reconciliation target (both outlays and revenues) was $18.5
billion in fiscal year 1991 and $194.4 billion over the 5-year period.
The bill as reported by the Committee has achieved total deficit re
duction of $23.9 billion in fiscal year 1991 and $198.2 billion over
the 5-year period, Thus, the Committee has more than met its obli-
gation under the budget resolution.

Table 2 presents the outlay impact for each Medicare provision
in Title XII, and Table 3 presents the revenue impact for each rev-
enue provision in Title XIII.

TABLE 1—cOMMITTEE ON WAYS AND MEANS RECONCILIATION INSTRUCTION AND RECONCILIATION

LEGISLATION AS REPORTED BY THE COMMITTEE ON WAYS AND MEANS

(By fJ , th
1991 1992 1993 1994 1995 5-'st

RonciIiation tnstTucti
Reenu
itiays -

—13.225 —24.135 —24.040

—3.320 —9.245 —11.870

—28.950

—14.148

—28.450

—17020
—118.8

—55.603

Unpecif,edDefitRiction

Cnmit1Totj..

Budget (ffts of the Reccnciliatcn LeVs-honkRCimtt1

-2.000 -3.000 -4.000 !5.000 -6.000 -20.000

—18.545 —36.380 —39.910 —48.098 —51.470 —194.403

.

Ways and Means

Mwe
Medicare Progran -3.268 -5.712 -7.242 -8.042 -8.823 -33.087
MIicare 8enefUA — 1.040 — 2.450 —3.750 —4.695 —5.285 — 17.220

Total Medicare —4.308 —8.162 —10.992 —12.737 —14.108 —50.307

Social Security (Overpayments) 0.000 —0.043 —0.028 0.000 0000 —0.071

Customs SecvU Usec Fees 0.000 —0.572 —0.562 —0.568 —0.590 —2.292

IRS Usec Fees —0.045 —0.045 —0.045 —0.045 —0.045 —0.225

PBGC

Revent

Ciimttee Total

-0.120 -0.130 -0.130
—19.400 —31.600 —27.900

-0.130
—32.200

-0.130
—33.600

-0.640
—144.7

—23.873 —40.552 —39.657 —45.680 —48.473 —198.235

a ri&t r ft—ty ritU rI
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TABL.E 2. MEDICARE PROVISIONS

(by i .
1991 992 1993 1994 1995 Sjear

Pail A

1. Hospital Capital —15%, PPS FY91 (10/ —810 —120 0 0 0 —930

90).

2. Hospital Update—wage/reg3onal adj —495 —2105 —2110 —2820 — 3045 —11,175

—2.0% for FY91 (1/91)
—1.5% net FY92; capital 100%,

—3.55% update

-1.0% in FY93

3. DG Payment Window 0172 hours (1/ —75 —135 —150 —165 —185 —710

91).

4. Graduate Medical Educatn (7/91) —35 —70 —95 —150 —165 —515

5. PVS-Execnpt Hospitals -60 -75 -10 0 0 -145
6. Corn. FY90 payment policies 11/1—12/ —425 0 0 0 0 —425

3 1/90.

________________________________________________________________

Total—Pan A —1900 —2505 —2965 —3135 —3395 —13,900

Part B

7. Overpriced Physician Procedures

50% in FY91 —250 —410 —450 —500 —555 —2165

RAPs —6% in FY91 —160 —265 —295 —350 —385 —1455

Subtotal—Overpriced Proce- —410 —675 —745 —850 —940 —3620

dures.

8. Physician Update —235 — 500 —610 —675 —755 —2775

0% in 91; primary care/floor

2% in 92

9. Other Physician Provisions

New pimysicians —50 —95 —110 —125 —135 —515

Assistants at Surgery -30 -50 -55 -60 -65 -260
Interpretation of EKGs 1/92) 0 —135 —225 —250 —275 —885

Subtotal—Other Physicians —80 —280 —390 —435 —475 —1660

10. Hospital Dutpatment Services —278 —436 —521 —415 —360 —2010

Capital at —15% ttmru 12/93 (10/

90)
Services at —2% thru 12/93 (10/

90)

Surg./Rad limits to 33/67% (1/
91)

11. Durable Medical Equipment —185 —351 —431 —502 —548 —2017

12, Oinrcal Laboratory Services —85 -175 -250 -300 -340 -1150

13 Cont FY90 —1/4% policy 11/1—12/ —70 0 0 0 0 —70

31/90.

________________________________________________________________

Total—Part B — 1343 —2417 —2947 —3177 —3418 —13,302

Pail A and B

14. ESRD —25 —40 —40 —40 —40 —185

15 Secendary Payer Ealensions 0 —750 —1290 —1690 —1970 —5700

Total—Pact A and B —25 —790 —1330 —1730 —2010 — 585

Total—Medicare Program —3268 —5712 —7242 —8042 —8823 —33.087

Medicare Beneficiary Provisions

16. Pact B Prerriiunm creases Set—ad hoc —690 —1560 —2650 —3565 —4125 — 12,590

vnnase
17. Pact B Deductible $100 in CY91. $100 in —350 —890 —1100 —1130 —1160 —4630

92—95.

_____________________________________________________________________

Total—Medicare Beneficiaries —1040 —2450 —3750 —4695 —5285 —17,220

e ltI) onrr fecton lr tnt, ons
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TABLE 3.—BUDGET RECONCILIATION—REVENUE PROPOSALS AS APPROVED BY THE COMMITTEE ON

WAYS AND MEANS ON OCTOBER 10, 1990

[F Yw 1991-1995. i

ttei (ffIi 1991 1992 1993 1994 1995 t991—95

& Deficit Reduction Provisions:

1. Energy taxes:

a. Motot fue's tax (59nt5
after 7/1/91) ' 12/1/90

b. 2t troeum
tax (exemptions

fot manufactunng,

feedstocks, and

honeheatingoil)... 1/1/91
2. Irease tacc taxes

by 4 cents per paa in
1991 and by 4 cents
per pack in 1993 1/1/91

3. Beec, wir*, and dstiIIed
spirrtstaxesa 1/1/91

4. 10% luxuly excise tax .. 1/1/91
5. Expand ozone-deting

cflemicaIexcisetax 1/1/91
6. loss deductions and

salvage values fot

insurar, companies (8-
year pflaein) 1/1/90

7. Mopt fgn
compkance roisions
incJuthng certain

provisions from HR.

4308 3/20/90
8. Amoctize insuran

pohcy deferri

acquisitcn expenses
(DAC) 9/30/90

9. Leaking underground

stotage tank (LUST)
trust fund (5 years) D/o/E+30

10. lnaease krpo1 Trusi
Fund aviation excise

taxes (5 years) e 12/1/90
11. Increase harbor

maintenar, tax 1/1/91
12. Retire health with

reversion excise increase

and asset cusicn
requiremeit'

13. State and local HI ' 1/1/92
14. Coate Fedefal tax

underpayment5: Disallow

ductrnn fot interest
paid to IRS attributEe
to time after 12/31/90... 1/1/91

15. Certain business tax

provisions:

5.3 9.3 9.0 9.1 9.1 41.8

1.6 2.3 2.3 2.4 2.4 11.0

0.6 0.8 1.5 1.5 1.5 5.9

1.5 2.1 2.1 2.1 2.1 9.9
0.3 0.5 0.6 0.7 0.7 2.8

0.1 0.1 0.1 0.1 0.1 0.5

0.3 0.2 0.2 0.2 0.2 1.1

(9 () 0.1 0.1 0.1 0.3

1.5 1.7 1.7 1.6 1.5 8.0

0.1 0.1 0.1 0.1 0.1 0.6

1.4 2.3 2.5 2.7 3.0 11.9

0.3 0.3 0.4 0.4 0.4 1.8

0.5 0.2 0.1 0.1 (5) 0.9

0.7 0.6 0.4 09.6 3.9

(5) (5) (5) (5) 0.1

a. Eand and clarify
rporVng and
allocation rules fot
rtain asset
acquisitions 10/10/90 (5)
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TABLE 3.—BUDGET RECONCILIATION—REVENUE PROPOSALS AS APPROVED BY THE COMMIUEE ON

WAYS AND MEANS ON OCTOBER 10, 1990—Continued

(Rica Yeac 199I-199, I biós

Item (flectie 1991 1992 1993 1994 1995 1991—95

b. Requue accrual of

redemption

pcemiurul for

ctain preferred
stock 10/10/90 (6) 0.1 0.1 0.1 0.1 0.4

c. Expand appcIion
of CERT rules to

sthsidiary

acquisitions 10/10/90 () 0.1 0.1 0.1 0.1 0.4

d. Ruire rgnition
of wpoate-level
gain in rtainate
transactions (5-

sear Iimitatio
F*ciod) 10/10/90 () (6) () () () 0.2

e. Qarify treatment
ci debt exchanges.. 10/10/90 0.1 0.1 0.1 () (') 0.3

16. 1imtaI temed
deductions 1/1/91 0.6 3.9 4.0 4.5 5.2 18.2

17. Iirease HI wage cp
tD $73,000 1/1/91 0.9 2.8 2.9 3.1 3.3 13.0

18. State and local sooal

,ecurity (OASDI) '° 2.0 2.2 2.4 2.5 21 11.1

19. Ixtease railroad
retirement tIe! 2 payro1l

taxes 10 (6) (6) () 0.1 0.1 0.2

20. Payro1l tax pot
stbihzation 1.0 2.2 —3.2

&Motals, Deficit

Ruction Ptovisiois 19.5 32.1 29,1 33.5 34.9 149.7

B. PtogressMty tharment
PTO1SIOii:

IncTease EIIC 1/1/91 —0.1 —1.1 —1.2 —1.3 —1.3 —5.0

Net Deficit Reduction 19.4 31.6 21.9 32.2 33.6 144.1

Nc4es: DetMs may t add 10 tcis to r*g. iiteractm be4w!n r IW has Mm t*em Wno 1JnI fri tj PU!I 04tj. fl (fttM lflflfl: D/o/(+3030 thy ilter II iCtnent.
'Rroads sect to tiv nae m IItor Iues tJ with reje I rn raa tiect 10 tiv lax zIed to ft tujct 50% ol

tues LJ veaz dated to l rXtOi; 50% scit1 to thwy tyu3l tj (20% pl to be .ated to mass transit

flt). 1a SUte to ruc héghway at tøimett3 i tan equ t it 'ast 95% ntrV.it 1tITtIUt*e to ECUSId

'kvea sted sirit t USO (10 I4/rs.d I1fl): jibe ber D 32 ifl/6-çac* (18/baqT); rncrease te wre to 25 it/bott
(1.27/*n); wcese rate f1ifu *mes to maintam wrTIt.u ltentZ beweefi rites. kEnses m bees rid 'r rt ha'e
tiVtiofl5 for cm t na etic wmenes rid ees.

'Iu ies to edfc mjtcturd ftern with null • ibM the t*sVia tIvest wtes—$3OOO0: oxt rid ydts—
1QO 000; ry—$5000; tw—5,OOO, i wis—IOO,O Mjtr*s, ts, inipUnes to tiiia1 ISt t Pure e
rçl. Tax 10% pucthae e thres.

• Tr ta with rejt to tiv IUTES tiect to tiv ti ØW ii ••. 1991—81.31, 1992—I37. I993—1.61, 1994—
1300 1995 i wufte—$3i0.

IC ss than 5O n.
• Tr tnate piInted reUti, to tiv vsóa 8*t Offu :O xie mc P Mo1 rid Mway 1nt

Fj (MIT) tue$ rth tiv Wató ta rt tiije m t,d, TP, ejt t Vticts IVU5Afl
r,t the MIT ta,e$ t 25% ed m ti Pe's eI.P UaiJen pet' assets to y ree he*h bm,fu. effact m bs. 1991 . $05; 992= $03;

1993=$02. 1994=$0.2; 1995=$0.L 1991-95 TetaII3.) Gii ef$,ctNe fri iis ifl S,tenC, 30. 1990, wease t cW
taa o 20% If P r UIse 30% re to quaMu rmit tW bniil iveae to
lgnt i r(fl I 'ast 25% tiv rena the ta 50%. (a eftict I 199I=Ls less tha 5O

rârir, I992$-O.I; 1993=$-O.I: 1994=$-O.I; :995s-o.I 1991—95 TaUl$-O.5.)
• HI rate —01% m 1992, 135% m 1993, 145% r 1994 ai thufIi
• iteruiz,d iis m an rwrt egl to 3% A m i $100000 b *iØe rtvr, 100 000 f d rs. i

$100000 f he w,t P,ouJ r y to msti es, uty •. stmeI det D*inc* w
e omsa ,wct . SO% w1e delóe itiz.d d.ttø Sil t I.

10 j,te — t O.
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2. STATEMENT REGARDING NEW BUDGET AUTHORITY AND TAX
EXPENDITURE

In compliance with clause 2(1X3XB) of Rule XI of the House of
Representatives, the Committee states that the letter from the Con-
gressional Budget Office indicates that ther.e are changes in budget
authority, new spending authority as described in Section 401(cX2)
of the Congressional Budget Act of 1974, and on tax expenditures
as a result of the reconciliation provisions of Titles XII and XIII.
These are identified in the CBO letter below.

3. COST ESTIMATE PREPARED BY THE CONGRESSIONAL BUDGET OFFICE

In compliance with Clause 2(1X3XC) of Rule XI of the House of
Representatives requiring a cost estimate prepared by the Congres-
sional Budget Office, the following report prepared by the CBO is
provided.

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,

Washington, DC, October 15, 1990.
Hon. DAN ROSTENKOWSKI,
Chairman, Committee on Ways and Means,
United States House of Representatives,
Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the attached cost estimate for the Reconciliation provisions
of the Committee on Ways and Means, as ordered transmitted to
the House Committee on the Budget, October 15, 1990.

The estimates included in the attached table represent the 1991—
1995 effects on the federal budget and on the budget resolution
baseline of the Committee's legislative proposals affecting spend-
ing. CBO understands that the Committee on the Budget will be re-
sponsible for intrerepreting how savings contained in these legisla-
tive proposals measure against the budget resolution reconciliation
instructions.

If you wish further details on this estimate, we will be pleased to
provide them.

Sincerely,
ROBERT D. REISCHAUER,

Director.

TITLE XII—1OMMITtEE ON WAYS AND MEANS: SPENDING PROVISIONS-SUBTITLES A THROUGH E AS

REPORTED BY THE LOMMI1TEE ON WAYS AND MEANS

(By f&J )W, hi millions ar,]

1991 1992 1993 1994 1995 TotI 1991-
95

DIRECI SPENDING

SUBI11U A—PROVISIONS RELATiNG TO

MEDICARE PART A

Sec. 12001. Reductions in payments to
captaI-rfflated sts of inpatnt PPS
hosPt3IsecvjcforfiscaIyear1991 —810 —120 0 0 0 —930

Sec. 12002. Pospectrve payment hosi-
tals —495 —2,105 —2,710 —2,820 —3,045 —11,175
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T1TI.E XII—COMMITTEE ON WAYS AND MEANS: SPENDING PROViSIONS-SUBTiTLES A THROUGH E AS

REPORTED BY THE COMMITTEE ON WAYS AND MEANS—Continued

(By f. . in irn

1991 1992 1993 1994 1995

Sec. 12003. Expansion of DG payment
window —75 —135 —150 —165 —185 —710

Sec. 12004. Painents for rec1 gradu.
ate medical educatns sts —35 —70 —95 —150 —165 —515

Sec. 12005. PPS-Exempt IspitaIs -60 -75 -10 0 0 -145

Sec. 12006. Freeze in parents undet
partAthroughDefnbet31 —425 0 0 0 0 —425

StotaSubtitIe A —1,900 —2505 —2,965 —3,135 —3,395 —13,900

SUBTITLE B—PgOVtSIONS RELATiNG TO

MEDICARE PART B

Sec. 12101. RLtiO0 in payments for

ovetvalu odures —250 —410 —450 —500 —555 —2,165

Sec. 12102. Payment for radio'ogy .
—205 —230 —265 —295 —1,115

Sec. 12103. Anesttiesãa secvcs —35 —50 —55 —70 —75 —285

Sec. 12104. Pattilogy seMces —5 —10 —10 —15 —15 —55

Sec. 12105. Payments for Øyicans'
services —235 —500 —610 —675 —755 —2,775

Sec. 12106Tratnentofn*ptlysdans... —50 —95 —110 —125 —135 —515

Sec. 12107. Payments tot assistants at

surgery —30 —50 —55 —60 —65 —260

Sec. 12108. Intpret3tion of eIectr.ar.

diograms 0 —135 —225 —250 —275 —885

Sec. 12111. Payments for hostaI outpa•

tient services —278 —436 —521 —415 —360 —2,010

Sec. 12112. Dura4e methcal equipment —185 —351 —431 —502 —548 —2017

Sec. 12113. Payments for inaI diag
nostic Latcatory tests —85 —175 —250 —300 —340 —1,150

Sec. 12114. Ruction in payments

under part B dung final 2 nnths of
1990 —70 0 0 0 0 —70

S&totaI—SubtitIe B — 1,343 — 2417 — 2,947 —3,177 —3,418 —13,302

SUBTITLE C—PROV1SlO4S RELATiNG TO

MEDICARE PART A AND B

Sec. 12201. End slate enal disease

-40 -40 -40 -40 -185

Sec. 12202. Etenson of secondary

payoc xovisions 0 —isp —1,290 —1,690 —1.970 —5,700

Stotal—Subtifle C —25 —790 —1,330 —1,730 —2.010 —5,885

SUBTITLE D—PROV1SIONS RELATING TO MED.

ICARE PART B PREMIUM AND DED4JCTIBLE

Sec 12301. Part B precnium —690 —1,560 —2,650 —3,565 —4.125 —12,590

Sec. 12302. Part B deductiNe —350 —890 —1,100 —1,130 —1,160 —4.630

StotaI—S4jbtitle D — 1,040 —2,450 —3,750 —4,695 — 5.285 17,220

SUBTITLE E—uSER FEES

Sec 12401. 4.year extension of customs

user fees 0 -572 -562 -568 -590 -2,292

Sec. 12402. 5-year extension of mtecnal

rusefts _45 _45 -45 —45 —45 —225

Sec. 12403. Increase in P8GC emium
rates —120 —130 —130 —130 —130 —640
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TITLE XII—iOMMI1TEE ON WAYS AND MEANS: SPENDING PROVISIONS-SUBTITLES A THROUGH E AS

REPORTED BY THE COMMIITEE ON WAYS AND MEANS—Continued

By fx rex, r ,rs Ian)

1991 1992 1993 1994 1995
To99l—

Sec. 12404. Reve,y of OASDI ovecpay.
ments by means cd reduction in tax

SubtotI—SubtUe E

TotaI—Tite XH

State ai local effects

0 —43 —28 0 0 —71

165

— 4,473

—25

—790.

—8,952

—45

—765

—11,757

—120

—743

—13,480

—200

—765

— 14873

—290

—3,228

— 53535

—680

Re raIse. NeptM sgii reesl the ficil effict

U.S. CONGRESS,
CONGRESSIONAL Buixr OFFICE,

Washington, DC October 15, 1990.
Hon. DAN RoSrENxowsKI,
Chairman, Committee on Ways and Means,
United States House of Representatives,
Washington, DC

DR MR. CHAIRMAN: The Congressional Budget Office concurs
with the Joint Committee on Taxation estimates of the revenue ef-
fects of the tax provisions included among the Reconciliation provi-
sions of the Committee on Ways and Means.

Sincerely,
ROBERT D. REISCHAUER



ADDITIONAL VIEWS OF RICHARD GEPHARDT AND LEON E.
PANETFA

We have discussed with the Congressional Black Caucus the need
for greater investment in the areas of education, health, science
and housing. We agree that eveiy effort must be made to advance
legislatively in budget resolutions, authorizing bills and appropria-
tion bills funding levels which will achieve the goals set forth for
the following functions:

INTERNATIONAL AFFAIRS (150)

Increases over current services provided for under this function
should reach, at least, $1.8 billion in Budget Authority and $1.7 bil-
lion in Outlays by FY 1993 and, to the degree possible, be targeted
for Southern African Development As8istance, Ethiopia/Sudan
Famine Relief, the PL480 program and Refugee Assistance pro-
grams.

GENERAL SCIENCE, SPACE AND TECHNOLOGY (250)

Increases over current services provided for under this function
should reach, at least, $500 million in Budget Authority and $400
million in Outlays by FY 1993 and, to the degree possible, be tar-
geted for Science and Technology programs for Historically Black
Colleges and Universities.

ENERGY (270)

Increases over current services provided for under this function
should reach, at least, $500 million in Budget Authority and $400
million in Outlays by FY 1993 and, to the degree possible, be tar-
geted for Hispanic and Historically Black Colleges and University
consortia agreements with the Department of Energy.

COMMERCE AND HOUSING CREDIT (370)

Increases over current services provided for under this function
should reach, at least, $2 billion in Budget Authority and $2 billion
in Outlays by FY 1993 and, to the degree possible, be targeted for
the programs of the Gonzalez, Dellums and Conyers housing bills
(H.Rs. 5157, 1122 and 969)

COMMUNITY AND REGIONAL DEVELOPMENT (450)

Increases over current services provided for under this function
should reach, at least, $2.6 billion in Budget Authority and $300
million in Outlays by FY 1993 and, to the degree possible, be tar-
geted for the programs of the Urban Homesteading Act (H.R. 1181)

(371)
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EDUCATION AND TRAINING (500)

Increases over current services provided for under this funCtion
should reach, at leaat, $2.4 billion in Budget Authority and $2.0 bil-
lion in Outlays by FY 1993 and, to the degree pos8ible, be targeted
to fund the Carl D. Perkins Vocational Education Act, the School
Lunch and Child Nutrition Act, Head Start and Handicapped Edu-
cation, to create Educational R&D Districts for educational re-
search and development, Youth Incentive, Employment, Drop-Out
Prevention and Anti-Gang Violence programs, and to create a new
government guaranteed bond program to raise capital improve-
ment funds for private Histhrically Black Colleges and Universities

INCOME SECURITY (600)

Increases over current services provided for under this function
should reach, at leaat, $1.5 billion in Budget Authority and $1.5 bil-
lion in Outlays by FY 1993 and, to the degree possible, be targeted
th fund WIC, School Breakfaat and Child Care Food programs,
AFDC Assistance and Community Food Nutrition, AFDC Work Ac-
tivities, Job Opportunities and Basic Skills (JOBS) Training and
Snack to Child Care and Temporary Emergency Food Assistance
programs

VETERAN5 BENEFITS AND SERVICES (700)

Increases over current services provided for under this function
should reach, at leaat, $500 million in Budget Authority and $500
million in Outlays by FY 1993 and, to the degree possible, be tar-
geted for expanding Education, Training and Rehabilitation and
for increases in Veterans Housing, Hospital and Medical benefits

We look forward to working with the Congressional Black
Caucus on this important matter.
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Union Calendar No. 546
101ST CONGRESS T T T

2D SESSION fi
[Report No. 101-881]

To provide for reconciliation pursuant to section 4 of the concurrent resolution on
the budget for fiscal year 1991.

IN TIlE HOUSE OF REPRESENTATIVES

OCTOBER 16 (legislative day, OCTOBER 15), 1990

Mr. PANETTA, from the Committee on the Budget, reported the following bill;
which was comithtted to the Committee of the Whole House on the State of
the Union and ordered to be printed

A BILL
To provide for reconciliation pursuant to section 4 of the

concurrent resolution on the budget for fiscal year 1991.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 SECTION 1. SHORT TITLE.

4 This Act may be cited as the "Omnibus Budget Recon-

5 ciliation Act of 1990".

6 SEC. 2. TABLE OF TITLES.

Title I. House Committee on Agriculture.
Title H. House Committee on Banking, Finance and Urban Affairs.



2

Title Ill. House Committee on Education and Labor.
Title IV. House Committee on Energy and Commerce.
Title V. House Committee on Interior and Insular Affairs.
Title VI. House Committee on the Judiciary.
Title Vii. House Committee on Merchant Marine and Fisheries.
Title VIII. House Committee on Post Office and Civil Service.
Title IX. House Committee on Public Works and Transportation.
Title X. House Committee on Science, Space and Technology.
Title XI. House Committee on Veterans Affairs.
Title XII. House Committee on Ways and Means: Spending.
Title XIII. House Committee on Ways and Means: Revenues.
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11 TITLE IV—COMMITTEE ON

12 ENERGY AND COMMERCE

TLBLE o CONTENTS

Subtitle A—Provisions Relating to Medicare Program and Regulation of

Medicare Supplemental Insurance Policies

PART 1—PROVISIONS RELATING To PART B

SUBPART A—PATENT FO PHYSICIANS' SEEVICB8

Sec. 4001. Certain overvalued procedures.
Sec. 4002. Radiology services.
Sec. 4003. Anesthesia services.
Sec. 4004. Physician pathology services.
Sec. 4005. Prevailing charges for miscellaneous procedures.

Sec. 4006. Update for physicians' services.
Sec. 4007. New physicians and other new health care practitioners.

Sec. 4008. Technical components of certain diagnostic tests.
Sec. 4009. Reciprocal billing arrangements.
Sec. 4010. Aggregation rule for claims for similar physiciz.ns' services.

Sec. 4011. Practicing Physicians Advisory Council.
Sec. 4012. Release of medical review screens and associated screening parameters.

Sec. 4013. Technical corrections.

SUBPART B—PAYMENT FOR OTRER ITEMS AND SERVICES

Sec. 4021. Hospital outpatient services.
Sec. 4022. Durable medical equipment.
Sec. 4023. Clinical diagnostic laboratory tests.
Sec. 4024. Coverage of nurse practitioners in rural areas.

HR 5835 RH



175

Sec. 4025. Clarifying coverage of eyeglasses provided with intraocular lenses fol-
lowing cataract surgery.

Sec. 4026. Coverage of injectable drugs for treatment of osteoporosis.
Sec. 4027. Conditions for cataract surgery alternative payment demonstration

project.

SUBPART C—MISCELLANEOUS PROVISIONS

Sec. 4031. Medicare carrier notice tO State medical boards.
Sec. 4032. Technical and miscellaneous provisions relating to part B.

PART 2—PROVISIONS RELATING TO PARTS A AND B

SUBPART A—PEER REVIEW ORGANIZATIONS

Sec. 4101. PRO coordination with carriers.
Sec. 4102. Confidentiality of peer review deliberations.
Sec. 4103. Role of peer review organizations in review of hospital transfers.
Sec. 4104. Peer review notice.
Sec. 4105. Notice to State medical boards when adverse actions taken.
Sec. 4106. Treatment of optometrists and podiatrists.

SUBPART B—OTHER PROVISIONS

Sec. 4121. Extension of secondary payor provisions.
Sec. 4122. Health maintenance organizations.
Sec. 4123. Demonstration project for providing staff assistants to home dialysis pa-

tients.
Sec. 4124. Extension of reporting deadline for Alzheimer's disease demonstration

project.
Sec. 4125. Miscellaneous technical corrections.

PART 3—PROVISIONS RELATING TO BENEFICIARIES

Sec. 4201. Part B premium.
Sec. 4202. Part B deductible.

PART 4—STANDARDS FOR MEDICARE SUPPLEMENTAL INSURANCE POLICIES

Sec. 4301. Simplification of medicare supplemental policies.
Sec. 4302. Requiring approval of State for sale in the State.
Sec. 4303. Preventing duplication.
Sec. 4304. Loss ratios.
Sec. 4305. Limitations on certain sales comnissions.
Sec. 4306. Clarification of treatment of plars offered by health maintenance organi-

zations.
Sec. 4307. Prohibition of certain discriminatory practices.
Sec. 4308. Health insurance advisor-v service for medicare beneficiaries.
Sec. 4309. Additional enforcement through Public Health Service Act.

Subtitle B—Medicaid Program

PART 1—REDUCTIONS IN SPENDING

Sec. 440]. Reimbursement for prescribed drugs.
Scc. 4402. Requiring medicaid payment of premiums and cost-sharing for enroll-

ment under group health plans where cost-effective.
See. 4403. Computer matching and privacy revisions.
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PART 2—PROTECTION OF LOW-INCOME MEDICARE BENEFICIARIES

Sec. 4411. Extending medicaid payment for medicare premiums for certain individ-
uals with income below 125 percent of the official poverty line.

PART 3—IMPROVEMENTS IN CHILD HEALTH

Sec. 4421. Phased-in mandatory coverage of children up to 100 percent of poverty
level.

Sec. 4422. Mandatory continuation of benefits throughout pregnancy or first year of
life.

Sec. 4423. Mandatory use of outreach locations other than welfare offices.
Sec. 4424. Presumptive eligibility.
Sec. 4425. Role in paternity determinations.
Sec. 4426. Report and transition on errors in eligibility determinations.

PART 4—NURSING HOME REFORM PROVISIONS

Sec. 4431. Medicaid nursing home reform.

PART 5—MISCELLANEOUS PROVISIONS

SUBPART A—PAYMENTS

Sec. 4441. State medicaid matching payments through voluntary contributions and
State taxes.

Sec. 4442. Disproportionate share hospitals: counting of inpatient days and treat-
ment of capital passthroughs.

Sec. 4443. Disproportionate share hospitals: alternative State payment adjustments
and systems.

Sec. 4444. Disproportionate share hospitals: minimum payment adjustment for cer-
tam hospitals.

Sec. 4445. Federally qualified health centers.
Sec. 4446. Hospice payments.
Sec. 4447. Limitations on disallowance of certain inpatient psychiatric hospital

services.
Sec. 4448. Treatment of interest on Indiana disallowance.

SUBPART B—ELIGIBILITy AND COVERAGE

Sec. 4451. Providing Federal medical assistance for payments for premiums for
"COBRA" continuation coverage where cost effective.

Sec. 4452. Provisions relating to spousal impoverishment.
Sec. 4453. Disregarding German reparation payments from post-eligibility treat-

ment of income under the medicaid program.
Sec. 4454. Amendments relating to medicaid transition provision.
Sec. 4455. Clarifying effect of hospice election.
Sec. 4456. Clarification of application of 133 percent income limit to medically

needy.
Sec. 4457. Codification of coverage of rehabilitation services.
Sec. 4458. Personal care services for Minnesota.

SUBPART C—HEALTH MAINTENANCE ORGANIZATIONS

Sec. 4461. Requirements for risk-sharing health maintenance organizations under
medicaid.

Sec. 4462. Special rules.
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Ser. 4463. Extension and expansion of MinneRota prepaid medicaid demonstration
project.

Sec. 4464. Treatment of Dayton Area Health Plkn.
Sec. 4465. Treatnientof certain county-operated health insuring organizations.

SUBPART b—i)EMO14BTkT1ON PNOJECFS AND HOME AND OOM1JNFrY-BASED
WAIVERS

Sec. 4471. Medicaid long-term care insurance demonstration projects.
Sec. 4472. Timely payment under waivers of freedom of choice of hospital services.
Sec. 4473. Home and community-based services waivers.
Sec. 4474. Provisions relating to frail elderly demonstration project waivers.

SUBPART E—MISCELLANEOU5

Sec. 4481. Medicaid State plans assuring the implementation of a patient's right to
participate in and direct health care decisions affecting the patient.

Sec. 4482. Improvement in quality of physician services.
Sec. 4483. Clarification of authority of Inspector General.
Sec. 4484. Notice to State medical boards when adverse actions taken.
Sec. 4485. Miscellaneous provisions.

Subtitle C—Energy and Miscellaneous User Fees

PART 1—ENERGY

Sec. 4501. Solar, wind, waste, and geothermal power production incentives,
Sec. 4502. NRC user fees and annual charges.

PART 2—RAILRO.D USER FEES

Sec. 4511. Amendments to Federal Railroad Safety Act of 1970.

PART 3—TRAVEL AND TOURISM USER FEES

Sec. 4521. United States travel and tourism user fee.

PART 4—EPA USER FEES

Sec. 4531. Radon testing fees.
Sec. 4532. Motor vehicle compliance program fees.
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1 Subtitle A—Provisions Relating to

2 Medicare Program and Regulation
3 of Medicare Supplemental Insur-
4 ance Policies
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11 PART 2—PROVISIONS RELATING TO PARTS A AND B
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1 Subpart B—Other Provisions

2 SEC. 4121. EXTENSION OF SECONDARY PAYOR PROVISIONS.

3 (a) EXTENSION OF RENAL DISEASE PERIOD FROM 12

4 TO 18 M0NTHS.—Section 1862(b)(1)(C) of the Social Securi-

5 ty Act (42 U.S.C. l395y(b)(l)(C)) is amended by striking

6 "12-month period" each place it appears and inserting "18-

7 month period".

8 (b) ELIMINATION OF SUNSET FOR TRANSFER OF

9 DATA PBOVISION.—Section 1862(b)(5)(C) of such Act (42

10 U.S.C. l395y(b)(5)(C)) is amended by striking clause (iii).

11 (c) ELIMINATION OF SUNSET ON APPLICATION TO

12 DISABLED BENEFICIARIES.—

13 (1) IN GENERAL.—Section 1862(b)(1)(B) of such

14 Act (42 U.S.C. 1395y(b)(1)(B)) is amended—

15 (A) in clause (i), by striking "(iv)(ll)" and

16 "(iv)(I)" and inserting "(iii)(ll)" and "(iii)W", re-

17 spectively,

18 (B) by striking clause (iii), and

19 (C) by redesignating clause (iv) as clause (iii).

20 (2) CONFORMING AMENDMENTS. —Paragraphs

21 (1), (2), and (3)(B) of section 1837(i) of such Act (42

22 U.S.C. 1395p(i)) and section 1839(b) of such Act (42

23 U.S.C. 1395r(b)) are each amended by striking

24 "1862(b)(1)(B)(iv)" and inserting "1862(b)(1)(B)(iii)".

25 (d) EFFECTIVE DATES.—
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1 (1) The amendme:nt made by subsection (a) shall

2 apply to group health plans for plan years beginning on

3 or after January 1, 1991.

4 (2) The amendments ma4e by subsections (b) and

5 (c) shall take effect on the date of the enactment.
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3 PART 3—PROVISIONS RELATING TO

4 BENEFICIARIES

5 SEC. 4201. PART B PREMIUM.

6 (a) $1 INCREASE IN PREMJIJM FOR 1991.—Notwith-

7 standing any other provision of law, but subject to subsec-

8 tions (b) and (1) of section 1839 of the Social Security Act,

9 the amount of the monthly premium under such section, ap-

10 plicable for individuals enrolled under part B of title XVIII of

11 such title for 1991, shall be increased by $1 above the

12 amount of such premium otherwise determined under section

13 1839(a)(3) of such Act.

14 (b) PREMrUTM FOR YEARS 1992 THROUGH 1995.—Sec-

15 tion 1839(e) of the Social Security Act (42 U.S.C. 1395r(e))

16 is amended—

17 (1) in paragraph (1), by inserting "and for each

18 month after December 1991 and prior to January

19 1996" after "January 1991", and

20 (2) in paragraph (2), by striking "1991" and in-

21 serting "1996".
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3 Subtitle B—Medicaid Program
4 PART 1—REDUCTIONS IN SPENDING
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20 SEC. 4403. COMPUTER MATCHING AND PRIVACY REVISIONS.

21 (a) VERIFICATION REQurRENTs.—Subsection (p) of

22 section 552a of title 5, United States Code, is amended to

23 read as follows:

24 "(p) VERIFICATION AND OPPORTIThITY TO CONTEST

25 FINDINGB.—(1) In order to protect any individual whose
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1 records are used in a matching program, no recipient agency,

2 non-Federal agency, or source agency may suspend, termi-

3 nate, reduce, or make a final denial of any financial assist-

4 ance or payment under a Fedteral benefit program to such

5 individual, or take other adverse action against such individ-

6 ual, as a result of information produced by such matching

7 program, until—

8 "(A)(i) the agency has independently verified the

9 information; or

10 "(ii) the Data Integrity Board of the agency, or in

11 the case of a non-Federal agency the Data Integrity

12 Board of the source agency, determines in accordance

13 with guidance issued by the Director of the Office of

14 Management and Budget that—

15 "U) the information is limited to identifica-

16 tion and amount of benefits paid by the source

17 agency under a Federal benefit program; and

18 "(II) there is a high degree of confidence

19 that the information provided to the recipient

20 agency is accurate;

21 "(B) the individual receives a notice from the

22 agency containing a statement of its findings and in-

23 forming the individual of the opportunity to contest

24 such findings; and
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1 "(O)(i) the expiration of any time period estab-

2 lished for the program by statute or regulation for the

3 individual to respond to that notice; or

4 "(ii) in the case of a program for which no such

5 period is established, the end of the 30-day period be-

6 ginning on the date on which notice under subpara-

7 graph (B) is mailed or otherwise provided to the

8 individual.

9 "(2) Independent verification referred to in paragraph

10 (1) requires investigation and confirmation of specific infor-

11 mation relating to an individual that is used as a basis for an

12 adverse action against the individual, including where appli-

13 cable investigation and confirmation of—

14 "(A) the amount of any asset or income involved;

15 "(B) whether such individual actually has or had

16 access to such asset or income for such individual's

17 own use; and

18 "(0) the period or periods when the individual ac-

19 tually had such asset or income.

20 "(3) Notwithstanding paragraph (1), an agency may

21 take any appropriate action otherwise prohibited by such

22 paragraph if the agency determines that the public health or

23 public safety may be adversely affected or significantly

24 threatened during any notice period required by such para-

25 graph.".
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1 (b) ISSUANCE OF GUIDANCE BY DIRECTOR OF 0MB.—

2 Not later than 90 days after the date of the enactment of this

3 Act, the Director of the Office of Management and Budget

4 shall publish guidance under subsection (p)(1)(A)(ii) of section

5 552a of title 5, United States Code, as amended by this

6 section.

7 (c) LIMITATION ON APPLICATION OF VERIFICATION

8 REQUIREMENT.—SeCtiOn 552a(p)(1)(A)(ii)ll) of title 5,

9 United States Code, as amended by subsection (a), shall not

10 apply to a program referred to in paragraph (1), (2), or (4) of

11 section 1137(b) of the Social Security Act (42 U.S.C. 1320b—

12 7), until the earlier of—

13 (1) the date on which the Data Integrity Board of

14 the Federal agency which administers that program de-

15 termines that there is not a high degree of confidence

16 that information provided by that agency under Federal

17 matching programs is accurate; or

18 (2) 30 days after the date of publication of guid-

19 ance under subsection (b).
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1 PART 2—PROTECTION OF LOW-INCOME MEDICARE

2 BENEFICIARIES

3 SEC. 4411. EXTENDING MEDICAID PAYMENT FOR MEDICARE

4 PREMIUMS FOR CERTAIN INDIVIDUALS WITH

5 INCOME BELOW 125 PERCENT OF THE OFFI.

6 CIAL POVERTY LINE.

7 (a) ENTITLEMENT.—SeCtiOn 1902(a)(10XE)(ii) of the

8 Social Security Act (42 U.S.C. 1395b(a)(10)(E)(ii)) is amend-

9 ed by inserting "(1)" before "for qualified" and by inserting

10 before the comma the following: "and (II) subject to section

11 1905(p)(4), for individuals who would be qualified medicare

12 beneficiaries described in section 19OS(p)(1) but for the fact

13 that their income exceeds the income level established by the

14 State under section 19OS(p)(2) but is less than 125 percent of

15 the official poverty line (referred to in such section) for a

16 family of the size involved".

17 (b) FEDERAL PAYMENT OF PULL COSTS OF ADDITION-

18 AL MEDICAL ASSISTANCE.—The last sentence of section

19 1905(b) of such Act (42 U.S.C. 1396d(b)) is amended by in-

20 serting before the period at the end the following: "and with

21 respect to amounts'expended for medicare cost-sharing de-

22 scribed in subsection (p)(3)(A)(i) for individuals described in

23 section 1902(a)(10)(E)(ii)(ll)".

24 (c) APPLICATION IN CERTAIN STATES r. TERRITO-

25 EIES.—Section 1905(p)(4) of such Act (42 U.S.C.

26 1396d(p)(4)) is amended—
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1 (1) in subparagraph (B), by inserting "or

2 1902(a)(10)(E)(ii)U1I)" alter "subparagraph (B)", and

3 (2) by adding at the end the following:

4 "In the case of any State which is providing medical assist-

5 ance to its residents under a waiver granted under section

6 1115, the Secretary shall require the State to meet the re-

7 quirement of section 1902(a)(10)(E) in the same manner as

8 the State would be required to meet such requirement if the

9 State had in effect a plan approved under this title."

10 (d) CONFORMING AMENDMENT.—Section 1843(h) of

11 such Act (42 U.S.C. 1395v(h)) is amended by adding at the

12 end the following new paragraph:

13 "(3) In this subsection, the term 'qualified medicare ben-

14 eficiary' also includes an individual described in section

15 1902(a)(1O)E)(ii)(ll).".

16 (e) DELAY IN COUNTING Soci SECURITY COLA IN-

17 CREASES UNTIL NEW POVERTY GUIDELINES PUB—

18 LISHED.—

19 (1) IN GENERAL.-—SectiOn 1905(p) of such Act is

20 amended—

21 (A) in paragraph (1)(B), by inserting ",

22 except as provided in paragraph (2)(D)" after

23 "supplementary social security income program",

24 and
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1 (B) by adding at the end of paragraph (2) the

2 fo11og'new subparagraph:

3 "(D)(i) In determing under this subsection the income of

4 an individual who is entitled to monthly insurance benefits

5 under title II for a transition month (as defined in clause (ii))

6 in a year, such income shall not include any amounts attrib-

7 utable to an increase in the level of monthly insurance bene-

8 fits payable under such title which have occurred pursuant to

9 section 215(i) for benefits payable for months beginning with

10 December of the previous year.

11 "(ii) For purposes of clause (i), the term 'transition

12 month' means each month in a year through the month fol-

13 lowing the month in which the annual revision of the official

14 poverty line, referred to in subparagraph (A), is published.".

15 (2) CONFORMING AMENDMENTS.—Section

16 1902(m) of such Act (42 U.S.C. 1396a(m)) is amend-

17 ed—

18 (A) in paragraph (1)(B), by inserting ",

19 except as provided in paragraph (2)(C)" after

20 "supplemental security income program", and

21 (B) by adding at the end of paragraph (2) the

22 following new subparagraph:

23 "(0) The provisions of section l9O5(p)(2)(D) shall apply

24 to determinations of income under this subsection in the same
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1 manner as they apply to determinations of income under see-

2 tion 1905(p).".

3 (f) EFFECTIVE DATE.—-The amendments made by this

4 section shall apply to calendar quarters beginning on or after

5 January 1, 1991, without regard to whether or not regula-

6 tions to implement such amendments are promulgated by

7 such date; except that the amendments made by subsection

8 (d) shall apply to determinations of income for months begin-

9 ning with January 1991.
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13 TITLE XI—COMMITTEE ON
14 VETERANS' AFFAIRS

TABLE OF CONTENTS

Subtitle A—Limitation on compensation, DIC, and Pension

Sec. 11001. Limitation on compensation benefits for certain incompetent veterans.
Sec. 11002. Elimination of presumption of total disability in determination of pen-

sion for certain veterans.
Sec. 11003. Reduction in pension for veterans receiving Medicaid—covered nursing

home care.
Sec. 11004. Ineligibility of remarried surviving spouses or married children for rein-

statement of benefits eligibility upon becoming single.
Sec. 11005. Limitations relating to disability compensation cost—of—living increases.

Subtitle B—Health—Care Benefits

Sec. 11011. Medical-care cost recovery.
Sec. 11012. Copayment for medication.
Sec. 11013. Modification of health-care categories and copayments.

Subtitle C—Education and Employment
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Sec. 11021. Limitation of rehabilitation program entitlement to service-disabled vet-
erans rated at 20 percent or more.

Subtitle D—Housing and Loan Guaranty Assistance

Sec. 11031. Manufactured homes.
Sec. 11032. Loan fee.
Sec. 11033. Mortgage payment assistance to avoid foreclosure of home loans guar-

anteed under title 38.
Sec. 11034. Eligibility

Subtitle E—Burial and Grave Marker Benefits

Sec. 11041. Headstone or marker allowance.
Sec. 11042. Plot allowance eligibility.

Subtitle F—Miscellaneous

Sec. 11051. Use of tax-return informition to verify income for purposes of needs-
based benefits and services of the Department of Veterans Affairs.

Sec. 11052. WilIfull misconduct in line of duty.
Sec. 11053. Mandatory reporting of oocial 8ecurity numbers by benefits claimants

and uses of death information by the Department of Veterans Af-
fairs.
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12 Subtitle F—Miscellaneous
13 SEC. 11051. USE OF TAX RETURN INFORMATION TO VERIFY

14 INCOME FOR PURPOSES OF NEEDS—BASED BEN-

15 EFITS AND SERVICES OF THE DEPARTMENT OF

16 VETERANS AFFAIRS.

17 (a) DIscLosuRE OF TAX INFORMATION TO DVA.—(1)

18 Subparagraph CD) of section 6103(1)(7) of the Internal Reve-

19 nue Code of 1986 (relating to disclosure of return information

20 to Federal, State, and local agencies administering certain

21 programs) is amended—

22 (A) by striking out "and" at the end of clause (vi),

23 (B) by striking out the period at the end of clause

24 (vii) and inserting in lieu thereof "; and", and

25 (C) by adding at the end the following new clause:
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1 "(viii)(I) any needs-based pension provided

2 under chapter 15 of title 38, United States Code,

3 or any other law administered by the Secretary of

4 Veterans Affairs;

5 "(II) parents' dependency and indemnity

6 compensation provided under section 415 of title

7 38, United States Code;

8 "(In) health-care services furnished under

9 section 610(a)(1)(I), 610(a)(2), 610(b), and

10 612(a)(2)(B) of such title; and

11 "(IV) compensation pursuant to a rating of

12 total disability awarded by reason of inability to

13 secure or follow a substantially gainful occupation

14 as a result of a service-connected disability, or

15 service-connected disabilities, not rated as total

16 (except that, in such cases, only wage and self-

17 employment information may be disclosed).".

18 (2) The heading of paragraph (7) of section 6103(1) of

19 such Code is amended by striking out "os TIlE FOOD STAMP

20 ACT OF 1977" and inserting in lieu thereof ", THE FOOD

21 STAMP ACT OF 1977, OR TITLE 38, UNITED STATES CODE".

22 (b)USE OF INCOME INFORMATION FOR NEEDS-BASED

23 PROGRAMS.—(1) Chapter 53 of title 38, United States Code,

24 is amended by adding at the end the following new section:
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1 " 3117. Use of income information from other agencies:

2 notice and verification

3 "(a) The Secretary shall notify each applicant for a ben-

4 efit or service described in subsection (c) of this section that

5 income information furnishedi by the applicant to the Secre-

6 tary may be compared with information obtained by the Sec-

7 retary from the Secretary of Health and Human Services or

8 the Secretary of the Treasury under section 6103(I)(7)(D)(viii)

9 of the Internal Revenue Code of 1986.

10 "(b) The Secretary may not, by reason of information

11 obtained from the Secretary of Health and Human Services

12 or the Secretary of the Treasury under section

13 6103(I)(7)DXviii) of the Internal Revenue Code of 1986, ter-

14 minate, deny, suspend, or reduce any benefit or service de-

15 scribed in subsection (c) of this section until the Secretary

16 takes appropriate steps to verify independently information

17 relating to the following:

18 "(1) The amount of the asset or income involved.

19 "(2) Whether such individual actually has (or had)

20 access to such asset or income for the individual's own

21 use.

22 "(3) The period or periods when the individual ac-

23 tually had such asset or income.

24 "(c) The benefits and services described in this subsec-

25 tion are the following:
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1 "(1) Needs-based pension benefits provided under

2 chapter 15 of this title or any other law administered

3 by the Secretary.

4 "(2) Parents' dependency and indemnity compen-

5 sation provided under section 415 of this title.

6 "(3) Health-care services furnished under sections

7 610(a)(1)Q), 610(a)(2), 610(b), and 612(a)(2)(B) of this

8 title.

9 "(4) Compensation pursuant to a rating of total

10 disability awarded by reason of inability to secure or

11 follow a substantially gainfal occupation as a resalt of

12 a service-connected disability, or service-connected dis-

13 abilities, not rated as total.

14 "(d) In the case of compensation described in subsection

15 (c)(4) of this section, the Secretary may independently verify

16 or otherwise act upon wage or sell-employment information

17 referred to in subsection (b) of this section only if the Secre-

18 tary finds that the amount and duration of the earnings re-

19 ported in that information clearly indicate that the individual

20 may no longer be qualified for a rating of total disability.

21 "(e) The Secretary shall inform the individual of the

22 findings made by the Secretary on the basis of verified infor-

23 mation under subsection (b) of this section, and shall give the

24 individual an opportunity to contest such findings, in the
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1 same manner as applies to other information and findings re-

2 lating to eligibility for the benefit or service involved.

3 "(0(1) If funds appropriated to the Department of Vet-

4 erans Affairs for general operating eipenses for any fiscal

5 year do not include sufficient amounts provided for the pur-

6 pose of carrying out this section during that fiscal year, the

7 Secretary shall pay the expenses of carrying out this section

8 during that fiscal year (to the extent that such general oper-

9 atipg expenses appropriations are insufficient for that pur-

10 pose) from amounts available to the Department for the pay-

11 ment of compensation and pension.

12 "(2) For any fiscal year for which the authority provided

13 by paragraph (1) is used, if a supplemental appropriation law

14 is enacted to provide additional ftmds to the Department of

15 Veterans Affairs for general operating expenses fur that fiscal

16 year which are to be available for the purpose of carrying out

17 this section, such supplemental appropriations for such pur-

18 pose shall (to the extent available) be used to reimburse ap-

19 propriations provided for payment of compensation and pen-

20 sion for any expenses previously charged against such appro-

21 priations for the administration of this section.

22 "g) The authority of the Secretary to obtain informa-

23 tion from the Secretary of the Treasury or the Secretary of

24 Health and Human Services under section 6103(1)(7)(D)(viii)
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1 of the Internal Revenue Code of 1986 expires on Septem-

2 ber 30, 1992.".

3 (2) The table of sections at the beginning of such chap-

4 ter is amended by adding at the end the following new item:

"3117. Use of income information from other agencies: notice and verification.".

5 (c) NOTICE TO CUBRENT BENEFICIrEs.—(1) The

6 Secretary of Veterans Affairs shall notify individuals who (as

7 of the enactment of this Act) are applicants for or recipients

8 of the benefits described in subsection (b) (other than para-

9 graph (3)) of section 3117 of title 38, United States Code (as

10 added by subsection (b)), that income information furnished to

11 the Secretary by such applicants and recipients may be com-

12 pared with information obtained, by the Secretary from the

13 Secretary of Health and Human Services or the Secretary of

14 the Treasury under section 6103(1)(7)(D)(viii) of the Internal

15 Revenue Code of 1986 (as added by subsection (a)).

16 (2) Notification under paragraph (1) shall be made not

17 later than 90 days after the date of the enactment of this Act.

18 (3) The Secretary of Veterans Affairs may not obtain

19 information from the Secretary of Health and Human Serv-

20 ices or the Secretary of the Treasury under section

21 6103(1)(7)(D)(viii) of the Internal Revenue Code of 1986 (as

22 added by subsection (a)) until such notification under para-

23 graph (1) is made.
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19 SEC. 11053. MANDATORY REPORTING OF SOCIAL SECURITY

20 NUMBERS BY BENEFITS CLAIMANTS AND USES

21 OF DEATH INFORMATION BY THE DEPART.

22 MENT OF VETERANS AFFAIRS.

23 (a) MANDATORY REPORTING OF Soci..u SECURITY

24 NUMBERS.—Sectjon 3001 of tttle 38, United States Code, is

25 amended by adding at the end the following new subsection:
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1 "(c)(1) Any person who applies for or is in receipt of any

2 compensation or pension benefit under laws administered by

3 the Secretary shall, if requested by the Secretary, furnish the

4 Secretary with the social security number of such person and

5 the social security number of any dependent or beneficiary on

6 whose behalf, or based upon whom, such person applies for

7 or is in receipt of any such benefits. A person is not required

8 to furnish the Secretary with a social security number for any

9 person to whom a social security number has not been as-

10 signed.

11 "(2) The Secretary shall deny the application of or ter-

12 minate the payment of compensation or pension to a person

13 who fails to furnish the Secretary with a social security

14 number required to be furnished pursuant to paragraph (1) of

15 this subsection. The Secretary may thereafter reconsider the

16 application or reinstate payment of compensation or pension,

17 as the case may be, if such person furnishes the Secretary

18 with such social security number.".

19 (b) REVIEW OF DEPARTMENT OF HEALTH AND

20 HuM SERVICES DEATH INFORMATION To IDENTIFY

21 DECEASED RECIPIENTS OF COMPENSATION m PENSION

22 BENEFITS.—(1) Chapter 53 of title 38, United States Code,

23 as amended by section 11051, is further amended by adding

24 at the end the following new section:
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1 " 3118. Review of Department of Health and Human

2 Services death information

3 "(a) The Secretary shall periodically compare Depart-

4 ment of Veterans Affairs information regarding persons to or

5 for whom compensation or pension is being paid with Depart-

6 ment of Health and Human Services death information for

7 the purposes of—

8 "(1) determining whether any such persons are

9 deceased;

10 "(2) ensuring that such payments to or for any

11 such persons who are deceased are terminated in a

12 timely manner; and

13 "(3) ensuring that collection of overpayments of

14 such benefits resulting from payments after the death

15 of such persons is initjiated in a timely manner.

16 "(b) The Department of Health and Human Services

17 death information referred to in subsection (a) of this section

18 is death information available to the Secretary from or

19 through the Secretary of Health and Human Services, in-

20 cluding death information available to the Secretary of

21 Health and Human Services from a State, pursuant to a

22 memorandum of understandLing entered into by such Secretar-

23 ies.".

24 (2) The table of sections at the beginning of such chap-

25 ter is further amended by adding at the end the following:

"3118. Review of Department of Health and Human Services death information.".
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1 TITLE XII—COMMITTEE ON WAYS
2 AND MEANS: SPENDING

TABLE OF CONTENTS OF TITLE

Subtitle A—Provisions Relating to Medicare Part A

Sec. 12001. Reductions in payments for capital-related costs of inpatient hospital
services for fiscal year 1991.

Sec. 12002. Prospective payment hospitals.
Sec. 12003. Expansion of DRG payment window.
Sec. 12004. Payments for direct graduate medical education costs.
Sec. 12005. PPS-exempt hospitals.
Sec. 12006. Freeze in payments under part A through December 31.

Subtitle B—Provisions Relating to Medicare Part B

PABT 1—PAYMENT FOR PHYSICL4.NS' SERVICES

Sec. 12101. Reduction in payments for overvalued procedures.
Sec. 12102. Payment for radiology services.
Sec. 12103. Anesthesia services.
Sec. 12104. Pathology services.
Sec. 12105. Payments for physicians' services.
Sec. 12106. Treatment of new physicians.
Sec. 12107. Payments for assistants at surgery.
Sec. 12108. Interpretation of electrocardiograms.

PABT 2—OTHER ITEMS AND SERVICES

Sec. 12111. Payments for hospital outpatient services.
Sec. 12112. Durable medical equipment.
Sec. 12113. Payments for clinical diagnostic laboratory tests.
Sec. 12114. Reduction in payments under part B during final 2 months of 1990.

Subtitle C—Provisions Relating to Medicare Parts A and B

Sec. 12201. End stage renal disease services.
Sec. 12202. Extension of secondary payor provisions.

Subtitle D—Provisions Relating to Medicare Part B Premium and Deductible

Sec. 12301. Part B premium.
Sec. 12302. Part B deductible.

Subtitle E—User Fees

Sec. 12401. 4-year extension of Customs user fees.
Sec. 12402. 5-year extension of Internal Revenue vice user fees.
Sec. 12403. Increase in PBGC premium rates.
Sec. 12404. Recovery of OASDI overpayments by means of reduction in tax re-

funds.

Subtitle F—Government-Sponsored Enterprises

Sec. 12501. Financial safety and soundness of Government-sponsored enterprises
and Government corporations.
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Sec. 12502. Congressional Budget Office study.

Subtitle G-—Public Debt Limit

Sec. 12601. Increa8e in public debt limit.
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15 Subtitle C—Provisions Relating to
16 Medicare Parts A and B
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20 SEC. 12202. EXTENSION OF SECONDARY PAYOR PROVISIONS.

21 (a) IDENTIFICATION OF MEDICARE SECONDARY

22 PAYOR SITUATIONS.—

23 (1) Section 1862(b)(5)(O)(jjj) of the Social Security

24 Act (42 U.S.C. l395y(b)(5)(C)(iii)) is amended by strik-

HR 5835 RH



91.7

1 ing "September 30, 1991" and inserting "September

2 30, 1995".

3 (2) Section 6103(1)(12)(F) of the Internal Revenue

4 Code of 1986 is amended—

5 (A) in clause (i), by striking "September 30,

6 1991" and inserting "September 30, 1995";

7 (B) in clause (ii)W, by striking "1990" and

8 inserting "1994"; and

9 (C) in clause (ii)(ll), by striking "1991" and

10 inserting "1995".

11 (b) MEDICARE SECONDARY PAYOR FOR THE Dis-

12 ABLED.—Section 1862(b)(1)(B)(iii) of such Act (42 U.S.C.

13 1395y(b)(1)(B)(iii)) is amended by striking "January 1, 1992"

14 and inserting "October 1, 1995".

15 (c) EFFECTIVE DATE.——The amendments made by this

16 subsection shall take effect on the date of the enactment and

17 the amendment made by subsection (a)(2)(B) shall apply to

18 requests made on or after such date.

19 Subtitle D—Provisions Relating to
20 Medicare Part B Premium and De-
21 ductible
22 SEC. 12301. PART B PREMIUM.

23 Section 1839(e)(i) of the Social Security Act (42 U.S.C.

24 1395r(e)(1)) is amended—

25 (1) by inserting "(A)" after "(e)(1)", and
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1 (2) by adding at the end the following new sub-

2 paragraph:

3 "(B) Notwithstanding the provisions of subsection (a),

4 the monthly premium for each individual enrolled under this

5 part for each month in—

6 "(i) 1991 shall be $32.40,

7 "(ii) 1992 shall be $36.00,

8 "(iii) 1993 shall be $40.50,

9 "(iv) 1994 shall be $44.00, and

10 "(v) 1995 shall be $46.50.".

Subtitle E—User Fees
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8 SEC. 12404. RECOVERY OF OASDI OVERPAYMENTS BY MEANS

9 OF REDUCTION IN TAX REFUNDS.

10 (a) ADDITIONAL METHOD OF REcOvERY.—Section

11 204(a)(1)(A) of the Social Security Act (42 U.S.C.

12 404(a)(1)(A)) is amended by inserting after "payments to

13 such overpaid person," the following: "or shall obtain recov-

14 ery by means of reduction in tax refunds based on notice to

15 the Secretary of the Treasury as permitted under section

16 3720A of title 31, United States Code,".

17 (b) RECOVERY BY MEANS OF REDUCTION IN TAX RE-

18 FUNDS.—Section 3720A of title 31, United States Code (re-

19 lating to collection of debts owed to Federal agencies) is

20 amended—

21 (1) in subsection (a), by striking "OASDI over-

22 payment and";

23 (2) by redesignating subsection (f) as subsection

24 (g); and
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1 (3) by inserting the following new subsection after

2 subsection (e):

3 "(0(1) Subsection (a) shall apply with respect to an

4 OASDI overpayment made to any individual only if such in-

5 dividual is not currently entitled to monthly insurance bene-

6 fits under title II of the Social Security Act.

7 "(2)(A) The requiremerits of subsection (b) shall not be

8 treated as met in the case of the recovery of an OASDI

9 overpayment from any individual under this section unless

10 the notification under subsection (b)(1) describes the condi-

11 tions under which the Secretary of Health and Human Serv-

12 ices is required to waive recovery of an overpayment, as pro-

13 vided under section 204(b) of the Social Security Act.

14 "(B) In any case in which an individual files for a

15 waiver under section 204(b) within the 60-day period re-

16 ferred to in subsection (b)(2), the Secretary of Health and

17 Human Services shall not certify to the Secretary of the

18 Treasury that the debt is valid under subsection (b)(4) before

19 rendering a decision on the waiver request under section

20 204(b).

21 "(3) In lieu of payment, pursuant to subsection (c), to

22 the Secretary of Health and Human Services of the amount

23 of any reduction under this subsection based on an OASDI

24 overpayment, the Secretary of the Treasury shall deposit

25 such amount in the Federal Old-Age and Survivors Insur-
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1 ance Trust Fund or the Federal Disability Insurance Trust

2 Fund, whichever is certified to the Secretary of the Treasury

3 as appropriate by the Secretary of Health and Human

4 Services.".

5 (c) INTERNAL REVENUE CODE PROVISIONS.—

6 (1) IN GENERAL.—Subsection (d) of section 6402

7 of the Internal Revenue Code of 1986 (relating to col-

8 lection of debts owed to Federal agencies) is

9 amended—

10 (A) in paragraph (1), by striking "any

11 OASDI overpayment and"; and

12 (B) by striking paragraph (3) and inserting

13 the following new paragraph:

14 "(3) TREATMENT OF OASDI OVERPAYMENTS.—

15 "(A) REQUIREMENTS.—Paragraph (1) shall

16 apply with respect to an OASDI overpayment

17 only if the requirements of paragraphs (1) and (2)

18 of section 3720A(f) of title 31, United States

19 Code, are met with respect to such overpayment.

20 "(B) NOTICE; PROTECTION OF OTHER PER-

21 SONS FILING JOINT RETURN.—

22 "(i) NOTICE.—In the case of a debt

23 consisting of an OASDI overpayment, if the

24 Secretary determines upon receipt of the

25 notice referred to in paragraph (1) that the
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1 refund from which the reduction described in

2 paragraph (1)(A) would be made is based

3 upon a joint return, the Secretary shall—

4 "(1) notify each taxpayer filing

5 such joint return that the reduction is

6 being made from a refund based upon

7 such return, and

8 "(II) include in such notification a

9 description of the procedures to be fol-

10 lowed, in the case of a joint return, to

11 protect the share of the refund which

12 may be payable to another person.

13 "(ii) ADJUSTMENTS BASED ON PRO-

14 TECTIONS GIVEN TO OTHER TAXPAYERS ON

15 JOINT RETURN.—If the other person filing a

16 joint return with the person owing the

17 OASDI overpayment takes appropriate

18 action to secure his or her proper share of

19 the refund subject to reduction under this

20 subsection, the Secretary shall pay such

21 share to such other person. The Secretary

22 shall deduct the amount of such payment

23 from amounts which are derived from subse-

24 quent reductions in refunds under this sub-
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1 section and are payable to a trust fund re-

2 ferred to in subparagraph (C).

3 "(C) DEPOSIT OF AMOUNT OF REDUCTION

4 INTO APPROPRIATE TRUST FUND.—In lieu of

5 payment, pursuant to paragraph (1)(B), of the

6 amount of any reduction under this subsection to

7 the Secretary of Health and Human Services, the

8 Secretary shall deposit such amount in the Feder-

9 al Old-Age and Survivors Insurance Trust Fund

10 or the Federal Disability Insurance Trust Fund,

11 whichever is certified to the Secretary as appro-

12 priate by the Secretary of Health and human

13 Services.

14 "(B) OASDI OVERPAYMENT.—FOr purposes

15 of this paragraph, the term 'OASDI overpayment.'

16 means any overpayment of benefits made t.o an in-

17 dividual under title II of the Social Security

18 Act.".

19 (2) PRESERVATION OF REMEDIES.—Subsection

20 (e) of section 6402 of such Code (relating to review of

21 reductions) is amended in the last sentence by inserting

22 before the period the following: "or any such action

23 against the Secretary of Health and Human Services

24 which is otherwise available with respect to recoveries
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1 of overpayments of benefits under section 204 of the

2 Social Security Act".

3 (d) EFFECTIVE DATE.-—The amendments made by this

4 section—

5 (1) shall take effect January 1, 1991, and

6 (2) shall not apply to refunds to which the amend-

7 ments made by section 2653 of the Deficit Reduction

8 Act of 1984 (98 Stat. 1153) do not apply.
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1 TITLE XIII—COMMITTEE ON

2 WAYS AND MEANS: REVENUE

3 PROVISIONS
4 SEC. 13001. SHORT TITLE; ETC

5 (a) SHoRT TITLE.—ThiS title may be cited as the

6 "Revenue Reconciliation Act of 1990".

7 (b) AMENDMENT OF 1986 C0DE.—Except as otherwise

8 expressly provided, whenever in this title an amendment or

9 repeal is expressed in terms of an amendment to, or repeal of,

10 a section or other provision, the reference shall be considered

11 to be made to a section or other provision of the Internal

12 Revenue Code of 1986.

13 (c) TABLE OF CONTENTS.—

TITLE XIH—COMMITTEE ON WAYS AN!) MEANS: REVENUE
PROVISIONS

Sec. 13001. Short title, etc.

Subtitle A—Increase ni Earned Income Tax Credit

Sec. 13101. Increase in earned income tax credit.

Subtitle B—Excise Taxes

PT I—TAXES RELATED To HEALTH AND TRE ENVIRONMENT

Sec. 13201. Increase in excise taxes on distilled spirits, wine, and beer.

Sec. 13202. Increase in excise taxes on tobacco products.
Sec. 13203. Additional chemicals subject to tax on ozone-depleting chemicals.

PART ll—UsIB-RELATED TAXES

Sec. 13211. Increase and extension of highway-related taxes and trust fund.

Sec. 13212. Increase and extension of aviation-related taxes and trust fund; repeal

of reduction in rates.
Sec. 13213. Increase in harbor maintenance tax.
Sec. 13214. Extension of Leaking Underground Storage Tank Trust Fund taxes.

Sec. 13215. IncreaBe in inland waterway fuel use tax.
Sec. 13216. Floor stocks tax treatment of articles in foreign trade zones.

PART ffl—T4txs ON LUXUBY ITEMS
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Sec. 13221. Taxes on Luxury Items.

PART IV—TAx ON REPmD PETROLEUM PRODUCTS

Sec. 13231. Tax on refied petroleum products.

Subtitle C—Other Revenue Increases

PART I—IN8URANCE PROVI8ION8

SUBPART A—PROVISIONS RELATED TO POLICY ACQUISITION COSTS

Sec. 13301. Capitalization of policy acquisition expenses.
Sec. 13302. Treatment of nonlife reserves of life insurance companies.
Sec. 13303. Treatment of life insurance reserves of insurance companies which are

not life insurance companies.

SUBPART B—TREATMENT OF SALVAGE RECOVERABLE

Sec. 13305. Treatment of salvage recoverable.

SUBPART C—WAIVER OF ESTIMATED TAX PENALTIES

Sec. 13307. Waiver of estimated tax penalties.

PART U—COMPLIANCE PROVISIONS

Sec. 13311. Suspension of statute of limitations during proceedings to enforce cer-
tarn summonses.

Sec. 13312. Accuracy-related penalty to apply to section 482 adjustments.
Sec. 13313. Treatment of persons providing services.
Sec. 13314. Application of amendments made by section 7403 of Revenue Recon-

ciliation Act of 1989 to taxable years beginning on or before July
10, 1989.

Sec. 13315. Other reporting requirements.
Sec. 13316. Study of section 482.

PART ifi—EMPLOTER REVERSIONS

SUBPART A—TREATMENT OF REVERSIONS OF QUALIFIED PLAN ASSETS TO
EMPLOYERS

Sec. 13321. Increase in reversion tax.
Sec. 13322. Additional tax if no replacement plan.
Sec. 13323. Effective date.

SUBPART B—TRANSFERS TO RETIREE HEALTH ACCOUNTS

Sec. 13325. Transfer of excess pension assets to retiree health accounts.
Sec. 13326. Application of ERISA to transfers of excess pension assets to retiree

health accounts.

PART IV—CORPORATE PROVISIONS

Sec. 13331. Recognition of gain by distributing corporation in certain section 355
transactions.

Sec. 13332. Modifications to regulations issued under section 305(c).
Sec. 13333. Modifications to section 1060.
Sec. 13334. Modification to corporation equity reduction limitations on net operat-

ing loss carrybacks.
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Sec. 13335. Issuance of debt or stock in satisfaction of indebtedness.

PART V—EMPLOYMENT TAX PROviSIONS

Sec. 13341. Increase in dollar limitation on amount of wages subject to hospital
insurance tax.

Sec. 13342. Extending Medicare coverage of, and application of hospital insurance
tax to, all State and local government employees.

Sec. 13343. Mandatory coverage of certain State and local employees under Social
Security.

Sec. 13344. Increase in tier 2 railroad retirement taxes.
Sec. 13345. Deposits of payroll taxes.

PART VI—MJSCELLANEOUS PROVISIONS

Sec. 13351. Overall limitation on itemized deductions.
Sec. 13352. Disallowance of deduction for interest on unpaid corporate ta'es.
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5 Subtitle C—Other Revenue Increases
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14 PART V—EMPLOYMENT TAXPROVISIONS

15 SEC. 13341. INCREASE IN DOLLAR LIMITATION ON AMOUNT OF

16 WAGES SUBJECT TO HOSPITAL INSURANCE

17 TAX.

18 (a) HOsPITAL INSURANCE TAX.—

19 (1) IN GENERAL—Paragraph (1) of section

20 3121(a) is amended—

21 (A) by striking "contribution and benefit base

22 (as determined under section 230 of the Social

23 Security Act)" each place it appears and inserting

24 "applicable contribution base (as determined under

25 subsection (x))", and
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1 (B) by striking "such contribution and benefit

2 base" and inserting "such applicable contribution

3 base".

4 (2) APPLICABLE CONTRIBUTION BASE.—Sectjon

5 3121 is amended by adding at the end thereof the fol-

6 lowing new subsection:

7 "(x) APPLICABLE CONTRIBUTION BASE.—FOr pur-

8 poses of this chapter—

9 "(1) OLD-AGE, STJRVIVORS, AND DISABILITY IN-

10 SURANCE.—For purposes of the taxes imposed by sec-

11 tions 3 101(a) and 3111(a), the applicable contribution

12 base for any calendar year is the contribution and ben-

13 efit base determined under section 230 of the Social

14 Security Act for such calendar year.

15 "(2) HOSPITAL INSLTRANCE._For purposes of

16 the taxes imposi)i? by section 3101(b) and 3111(b), the

17 applicable contribution base is—

18 "(A) $73,000 for calendar year 1991, and

19 "(B) for any calendar year after 1991,

20 $73,000 adjusted i:n the same manner as is used

21 in adjusting the contribution and benefit base

22 under section 230 cf the Social Security Act."

23 (b)SELF-EMPLOYMENT TAX.—

24 (1) IN GENERAL.—Subsectjon (b) of section 1402

25 is amended by striking "the contribution and benefit
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1 base (as determined under section 230 of the Social

2 Security Act)" and inserting "the applicable contribu-

3 tion base (as determined under subsection (k))".

4 (2) APPLICABLE CONTRIBUTION BASE.—Section

5 1402 is amended by adding at the end thereof the fol-

6 lowing new subsection:

7 "(k) APPLICABLE CONTRIBUTION BASE.—FOr pur-

8 poses of this chapter—

9 "(1) OLD-AGE, SURVIVORS, AND DISABILITY IN-

10 SURANCE.—For purposes of the tax imposed by sec-

11 t.ion 1401(a), the applicable contribution base for any

12 calendar year is the contribution and benefit base de-

13 termined under section 230 of the Social Security Act

14 for such calendar year.

15 "(2) HOSPITAL INSURANCE.—FOr purposes of

16 the tax imposed by section 1401(b), the applicable con-

17 tribution base for any calendar year is the applicable

18 contribution base determined under section 3121(x)(2)

19 for such calendar year."

20 (c) RAILROAD RETIREMENT TAx.—Clause (i) of section

21 3231(e)(2)(B) is amended to read as follows:

22 "(i) TIER 1 TAXES.—

23 "U) IN GENERAL.—EXcePt as pro-

24 vided in subclause (II) of this clause and

25 in clause (ii), the term 'applicable base'
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1 means for any calendar year the contri-

2 bution and benefit base determined

3 under section 230 of the Social Securit'

4 Act for such calendar year.

5 "(II) HOSPITAL INSURANCE

6 TAXES.—-For purposes of applying so

7 much of the rate applicable under sec-

8 tion 3201(a) or 3221(a) (as the case

9 may be) as does not exceed the rate of

10 tax in effect under section 3101(b), and

11 for purposes of applying so much of the

12 rate of tax applicable ander section

13 3211(a)(1) as does not exceed the rat.e

14 of tax in effect ander section 1401(b),

15 the term 'applicable base' means for

16 any calendar year the applicable contri-

17 bution base determined ander section

18 3121(x)(2) for such calendar year."

19 (d) TECHNICAL AMENDMENTS.—

20 (1) Paragraph (3) of section 6413(c) is amended to

21 read as follows:

22 "(3) SEPARATE APPLICATION FOR HOSPITAL IN-

23 SURANCE TAXES.—In applying this subsection with

24 respect to—
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1 "(A) the tax imposed by section 3101(b) (or

2 any amount equivalent to such tax), and

3 "(B) so much of the tax imposed by section

4 3201 as is determined at a rate not greater than

5 the rate in effect under section 3101(b),

6 the applicable contribution base determined under see-

7 tion 3121(x)(2) for any calendar year shall be substitut-

8 ed for 'contribution and benefit base (as determined

9 under section 230 of the Social Security Act)' each

10 place it appears."

11 (2) Sections 3122 and 3125 are each amended by

12 striking "contribution and benefit base limitation" each

13 place it appears and inserting "applicable contribution

14 base limitation".

15 (e) EFFECTIVE DATE.—The amendments made by this

16 section shall apply to 1991 and later calendar years.

17 SEC. 13342. EXTENDING MEDICARE COVERAGE OF, AND AP-

18 PL1CATION OF HOSPITAL INSURANCE TAX TO,

19 ALL STATE AND LOCAL GOVERNMENT EM-

20 PLOYEES.

21 (a) IN GENERAL.—

22 (1) APPLICATION OF HOSPITAL INSURANCE

23 TAX.—Section 3121(u)(2) of the Internal Revenue

24 Code of 1986 is amended by striking subparagraphs

25 (C) and (D).
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1 (2) COVERAGE UNDER MEDICARE.—Section

2 210(p) of the Social Security Act (42 U.S.C. 410(p)) is

3 amended by striking, paragraphs (3) and (4).

4 (3) EFFECTIVE DATE.—The amendments made

5 by this subsection shall, apply to services performed

6 after December 31, 1991.

7 (b) TRsITIoN IN TAx RATES.—In applying sections

8 3101(b) and 3111(b) of the Internal Revenue Code to service

9 which, but for the amendment made by subsection (a), would

10 not constitute employment for purposes of such sections and

11 which is performed—

12 (1) after December 31, 1991, and before Janu-

13 ary 1, 1993, the percentage of wages rate of tax under

14 such sections shall be 0.8 percent (instead of 1.45 per-

15 cent), and

16 (2) after December 31, 1992, and before Janu-

17 ary 1, 1994, the percentage of wages rate of tax under

18 such sections shall be IL.35 percent (instead of 1.45

19 percent).

20 (c) TRANSITION IN BENEFITS FOR STATE AND LOCAL

21 GOVERNMENT EMPLOYEES.—-

22 (1) IN GENEBAL.—For purposes of sections 226,

23 226A, and 1811 of the Social Security Act, in the case

24 of any individual who performs service both during and

25 before January 1992 which constitutes medicare quali-
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1 fied State or local government employment (as defined

2 in paragraph (3)) only because of the amendment made

3 by subsection (a), the individual's medicare qualified

4 State or local government employment performed

5 before January 1, 1992, shall be considered to be "em-

6 ployment" (as defined for purposes of title II of such

7 Act), but only for purposes of providing the individual

8 (or another person) with entitlement to hospital insur-

9 ance benefits under part A of title XVIII of such Act

10 for months beginning with January 1992.

11 (2) MEDICARE QUALIFIED STATE OR LOCAL

12 GOVERNMENT EMPLOYMENT DEFINED.—In this sub-

13 section, the term "medicare qualified State or local

14 government employment" means medicare qualified

15 government employment described in section

16 21O(p)(l)(B) of the Social Security Act (determined

17 without regard to section 2lO(p)(3) of such Act).

18 (3) AUTHORIZATION OF APPROPRIATIONS.—

19 There are authorized to be appropriated to the Federal

20 Hospital Insurance Trust Fund from time to time such

21 sums as the Secretary of Health and Human Services

22 deems necessary for any fiscal year on account of—

23 (A) payments made or to be made during

24 such fiscal year from such Trust Fund with re-

25 spect to individuals who are entitled to benefits
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1 under title XVIII of the Social Security Act

2 solely by reason of paragraph (1),

3 (B) the addil;ional administrative expenses re-

4 suiting or expected to result therefrom, and

5 (C) any loss in interest to such Trust Fund

6 resulting from the payment of those amounts,

7 in order to place such Trust Fund in the same position

8 at the end of such fiscal year as it would have been in

9 if this subsection had not been enacted.

10 (3) INFOETION TO INDIVIDUALS WHO ABE

11 PROSPECTIVE MEDICARE BENEFICIARIES BASED ON

12 STATE AND LOCAL GOVERNMENT EMPLOYMENT.—

13 Section 226(g) of the Social Security Act (42 U.S.C.

14 426(g)) is amended—

15 (A) by redesignating clauses (1) through (3)

16 as clauses (A) through (C), respectively,

17 (B) by inserting "(1)" after "(g)", and

18 (C) by adding at the end the following new

19 paragraph:

20 "(2) The Secretary, in consultation with State and local

21 governments, shall provide procedures designed to assure

22 that individuals who perform medicare qualified government

23 employment by virtue of service described in section

24 210(a)(7) are fully informed with respect to (A) their eligibil-

25 ity or potential eligibility for hospital insurance benefits
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1 (based on such employment) under part A of title XVIH, (B)

2 the requirements for and conditions of such eligibility, and (0)

3 the necessity of timely application as a condition of entitled

4 under subsection (b)(2)(0), giving particular attention to mdi-

5 viduals who apply for an annuity or retirement benefit and

6 whose eligibility for such the annuity or retirement benefit is

7 based on a disability.".

8 SEC. 13343. MANDATORY COVERAGE OF CERTAIN STATE AND

9 LOCAL GOVERNMENT EMPLOYEES WHO ARE

10 NO1.MEMBERS OF A STATE OR LOCAL RETIRF'

11 MENT SYSTEM.

12 (a) EMPLOYMENT UNDER OASDI.—

13 (1) IN GENERAL.—Paragraph (7) of section 210(a)

14 of the Social Security Act (42 U.S.C. 410(a)(7)) is

15 amended—

16 (A) by striking "or" at the end of subpara-

17 graph (1));

18 (B) by striking the semicolon at the end of

19 subparagraph (E) and inserting ", or"; and

20 (0) by adding at the end the following new

21 subparagraph:

22 "(F) service in the employ of a State (other

23 than the District of Columbia, Guam, or Amen-

24 can Samoa), of any political subdivision thereof, or

25 of any instrumentality of any one or more of the
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1 foregoing which is wholly owned thereby, by an

2 individual who is not a member of a retirement

3 system (as defined in section 218(b)(4)) of such

4 State, political subdivision, or instrumentality,

5 except that the provisions of this subparagraph

6 shall not be applicable to service performed—

7 "(i) by an individual who is employed to

8 relieve such in(lividual from unemployment;

9 "(ii) in a hospital, home, or other insti-

10 tution by a patient or iDmate thereof;

11 "(iii) by ny individual as an employee

12 serving on a temporary basis in case of fire,

13 storm, snow, earthquake, flood, or other

14 similar emergency;

15 "(iv) by an election official or election

16 worker if the remuneration paid in a calen-

17 dar year for such service is less than $100;

18 or

19 "(v) by an employee in a position corn-

20 pensated solely on a fee basis which is treat-

21 ed pursuant to section 211(c)(2)(E) as a trade

22 or business for purposes of inclusion of such

23 fees in net earnings from self-employment;".

24 (2) CoNroRnwo AMENDMENT.—Paragraph (10)

25 of section 210(a) of such Act (42 U.S.C. 410(a)(10)) is
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1 amended, in the matter following subparagraph (B), by

2 inserting after "university" the following: "and such

3 service is not service described in paragraph (7)(F)".

4 (b) EMPLOYMENT UNDER FILCA.—

5 (1) IN GENERAL.—Paragraph (7) of section

6 3121(b) of the Internal Revenue Code of 1986 is

7 amended—

8 (A) by striking "or" at the end of subpara-

9 graph (1));

10 (B) by striking the semicolon at the end of

11 subparagraph CE) and inserting ", or"; and

12 (C) by adding at the end the following new

13 subparagraph:

14 "(F) service in the employ of a State (other

15 than the District of Columbia, Guam, or Amen-

16 can Samoa), of any political subdivision thereof, or

17 of any instrumentality of any one or more of the

18 foregoing which is wholly owned thereby, by an

19 individual who is not a member of a retirement

20 system (as defined in section 218(b)(4) of the

21 Social Security Act) of such State, political subdi-

22 vision, or instrumentality, except that the provi-

23 sions of this subparagraph shall not be applicable

24 to service performed—
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1 "(i) by an individual who is employed to

2 relieve such individual from unemployment;

3 "(ii) in. a hospital, home, or other insti-

4 tution by a patient or inmate thereof;

5 "(iii) by any individual as an employee

6 serving on a temporary basis in case of fire,

7 storm, snow, earthquake, flood, or other

8 similar emergency;

9 "(iv) by an election official or election

10 worker if the remuneration paid in a calen-

11 dar year for such service is less than $100;

12 or

13 "(v) by an employee in a position com-

14 pensated solely on a fee basis which is treat-

15 ed pursuant to section 1402(c)(2)(E) as a

16 trade or business for purposes of inclusion of

17 such fees in net earnings from self-employ-

18 ment;".

19 (2) CONFORMING AMENDMENT.—Paragraph (10)

20 of section 3121(b) of such Code is amended, in the

21 matter following subparagraph (B), by inserting after

22 "university" the following: "and such service is not

23 service described in paragraph (7)(F)".
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1 (c) MANDATORY EXCLUSION OF CERTAIN EMPLOYEES

2 FROM STATE AQREEMENTS.—SeCtiOn 218(c)(6) of the

3 Social Security Act (42 U.S.C. 418(c)(6)) is amended—

4 (1) by striking "and" at the end of subparagraph

5 (1));

6 (2) by striking the period at the end of subpara-

7 graph (E) and inserting in lieu thereof ", and"; and

8 (3) by adding at the end the following new sub-

9 paragraph:

10 "(F) service described in section 210(a)(7)(F)

11 which is included as 'employment' under section

12 210(a).".

13 (d) EFFECTIVE DATE.—The amendments made by this

14 section shall apply with respect to service performed after

15 September 30, 1990.
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18 SEC. 13345. DEPOSITS OF PAYROLL TAXES.

19 (a) IN GENERAL—Subsection (g) of section 6302 is

20 amended to read as follows:

21 "(g) DEPOSITS OF SOCIAL SECURITY TAXES AND

22 WITHHELD INCOME TAXES.—If, under regulations pre-

23 scribed by the Secretary, a person is required to make depos-

24 its of taxes imposed by chapters Z1 and 24 on the basis of

25 eighth-month periods, such person shall make deposits of
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1 such taxes on the 1st banking day after any day on which

2 such person has $100,000 or more of such taxes for depos-

3 it.".

4 (b) TECHNICAL AMENDMENT.—ParagTaph (2) of sec-

5 tion 7632(b) of the Revenue Reconciliation Act of 1989 is

6 hereby repealed.

7 (c) EFFECTIVE DA'rE.—The amendments made by this

8 section shall apply to amQunts required to be deposited after

9 December 31, 1990.
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A BILL
To amend title 5, United States Code, to ensure adequate

verification of computer matching information that affects
individuals' eligibility for Federal benefits.

1 Be it enacted by the Senate and House of Representa-

2 lives of the United States of America in Gongress assembled,



2

1 SECTION 1. SHORT TITLE.

2 This Act may be cited as the "Computer Matching and

3 Privacy Protection Amendments of 1990".

4 SEC. 2. VERIFICATION REQUIREMENTS AMENDMENT.

5 (a) IN GENEEAL.—Subsection (p) of section 552a of

6 title 5, United States Code, is amended to read as follows:

7 "(p) VERirIcATION AND OPPORTUNITY TO CONTEST

8 FINDINGS.—(1) In order to protect any individual whose

9 records are used in a matching program, no recipient agency,

10 non-Federal agency, or source agency may suspend, termi-

11 nate, reduce, or make a final denial of any financial assist-

12 ance or payment under a Federal benefit program to such

13 individual, or take other adverse action against such individ-

14 ual, as a result of information produced by such matching

15 program, until—

16 "(A)(i) the agency has independently verified the

17 information; or

18 "(ii) the Data Integrity Board of the agency, or in

19 the case of a non-Federal agency the Data Integrity

20 Board of the source agency, determines in accordance

21 with guidance issued by the Director of the Office of

22 Management and Budget that—

23 "(1) the information is limited to identifica-

24 tion and amount of benefits iiaid by the source

25 agency under a Federal benefit program; and
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1 "(II) there is a high degree of confidence

2 that the information provided to the recipient

3 agency is accurate;

4 "(B) the individual receives a notice from the

5 agency containing a f;tatement of its findings and in-

6 forming the individual of the opportunity to contest

7 such findings; and

8 "(C)(i) the expiration of any time period estab-

9 lished for the program by statute or regulation

10 for the individ-

11 ual to respond to that notice; or

12 "(ii) in the case of a program for which no such

13 period is established, the end of the 30-day period be-

14 ginning on the date on which notice under subpara-

15 graph (B) is mailed or otherwise provided to the

16 individual.

17 "(2) Independent verification referred to in paragraph

18 (1) requires investigation and confirmation of specific infor-

19 mation relating to an individual that is used as a basis for an

20 adverse action against the individual, including where appli-

21 cable investigation and confirmation of—

22 "(A) the amount of any asset or income involved;

23 "(B) whether such individual actually has or had

24 access to such asset or income for such individual's

25 own use; and
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1 "(C) the period or periods when the individual ac-

2 tually had such asset or income.

3 "(3) Notwithstanding paragraph (1), an agency may

4 take any appropriate action otherwise prohibited by such

5 paragraph if the agency determines that the public health or

6 public safety may be adversely affected or significantly

7 threatened during any notice period required by such

8 paragraph.".

9 (b) ISSUANCE OF GUIDANCE BY DIREcToR OF 0MB.—

10 Not later than 90 days after the date of the enactment of this

11 Act, the Director of the Office of Management and Budget

12 shall publish guidance under subsection (p)(1)(A)(ii) of section

13 552a of title 5, United States Code, as amended by this Act.

14 SEC. 3. LIMITATION ON APPLICATION OF VERIFICATION

15 REQUIREMENT.

16 Section 552a(p)(1)(A)(ii)(ll) of title 5, United States

17 Code, as amended by section 2, shall not apply to a program

18 referred to in paragraph (1), (2), or (4) of section 1137(b) of

19 the Social Security Act (42 U.S.C. 1320b—7), until the

20 earlier of—

21 (1) the date on which the Data Integrity Board of

22 the Federal agency which administers that progam de-

23 termines that there is not a high degree of confidence

24 that information provided by that agency under Federal

25 matching programs is accurate; or
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1 (2) 30 days after the date of publication of guid-

2 ance under section 2(b).
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101st Congress Report
HOUSE OF REPRESENTATIVES

2d Session 101-768

COMPUTER MATCHING AND PRIVACY PROTECTION
AMENDMENTS OF 1990

September 27, 1990.-Coniniitted to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. Conyers, from the Committee on Government Operations, submitted the
following

REPORT

[To accompany H.R. 5450]

[Including cost estimate of the Congressional Budget Office]

The Committee on Government Operations, to whom was referred the bill (H.R.
5450) to amend title , United States Code, to ensure adequate verification
of computer matching information that affects individuals eligibility for
Federal benefits, having considered the same, report favorably thereon with
an amendment and recommend that the bill as amended do pass.

The amendment (stated in terms of the page and line numbers of the
introduced bill) is as follows:

Page 3, beginning at line 4, strike "for contesting the agency's
determination; or" and insert "for the individual to respond to that notice;
or".



Explanation of Amendment

Current law requires agencies to suspend any adverse action until the
affected individual has been notified and has had an opportunity to respond.
The amendment clarifies that the period of suspension ends with the period of
time allowed in the notice and not with any additional time ,period for
contesting an adverse determination. The amendment, does not affect any
existing rights under other laws or regulations.

Summary and Purpose

H.R. 5450 revises subsection (p) of the Privacy Act of 1974 as added by the
Computer Matching and Privacy Protection Act of 1988. The effect is to make
two basic modifications to the due process requirements for computer matching
programs. The bill modifies the requirement that all matching information be
independently verified for circumstances in which independent verification is
unnecessary. Also, for benefit programs that have statutory or regulatory due
process requirements, the bill allows those requirements to substitute for
the 30 day notice period otherwise provided for in the Act.

Committee Action and Vote

H.R. 5450 was introduced by Representative Bob Wise on August 2, 1990. The
Committee on Government Operations ordered the bill reported on September 26,
1990, by unanimous voice vote.

Hearings

A hearing was held on September 11, 1990. Witnesses were William Thurman,
Pennsylvania Department of Public Welfare, representing the American Public
Welfare Association; Commissioner Ron Lindsey, Texas Department of Human
Services, representing the Ainerican Public Welfare Association; and David A.
Super, Food Stamp Policy Coordinator, Food Research and Action Center.

Discussion

BRIEF SUMMARY OF THE COMPUTER MATCHING ACT

The Computer Matching and Privacy Protection Act of 1988 regulates the use
of computer matching conducted by federal agencies or using federal records
subject to the Privacy Act of 1974. Computer matching is the computerized
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comparison of records for (i) establishing or verifying eligibility for a
federal benefit program, or (ii) recouping payments or delinquent debts under
such programs. Computer matching also includes computerized comparisons of
federal personnel or payroll systems. Matches for statistical, research, law
enforcement, tax, and certain other purposes are not subject to the Act.

Computer matching involving federal data can be conducted only pursuant to
matching agreements between the agency providing the data to be matched (the
soUrce agency) and the agency receiving the date (the recipient agency).
Matching agreements must specify the purpose of the legal authority for the
matching program, desribe the nature of the match and the expected results,
include procedures used by the recipient agency for notifying individuals
affected by the, match and for verifying the information received, and
describe how the records will be protected.

Information obtained ihrough computer matching programs must' be.
independently verified by the recipient agency before any adverse action can
be taken. Individuals affected by the matching program must be given notice
and an opportunity 'to contest any findings resulting from a computer match
prior to the initiation of any adverse action based on the findings. The law
currently requires a 30day notice period.

The Act requires'each federal agency' involved in a niatching prograni to
establish a Data Integrity Board composed of senior agency officials. The
Board reviews and approves matching agreements, programs, and activities;
evaluates compliance of matching programs with applicable requirements;
reviews the continued justification for matching; provides guidance; and
files an annual report' with 0MB.

HISTORY OF THE COMPUTER MATCHING ACT

The Computer Matching and Privacy Protection Act of 1988 was enacted in the
100th Congress. I The Act was passed because of concerns about due process,
administrative controls over matching, and cOst-effectiveness of computer
matching These concerns 'were discussed at length in the report that
accompanied the original House bill. 2

NOTE 1 PUblic Law 100-503, 102 Stat. 2507 (Oct. 18, 1988). Hearings that
lead to the law include "Computer Matching and Privacy Protection Act of
1987", Hearing before a Subcommittee of the House Committee on GOvernment
Operations, 100th Cong., 1st Sess. (1987); "Computer Matching and Privacy

-3-



Protection Act of 1986," Hearing before the'Subcommittee on Oversight of
Government Management, Senate Committee on Governmental Affairs, 99th Cong.,
2d sess. (1986).

NOTE 2 H. Rept. Non 100-802, 100th Congress, 2d sess. (1988) (report to
accompany H.R. 4699). This report is incorporated by reference in its
entirety.

The Act was originally scheduled to be effective on July 19, 1989, nine
months after the date of enactment. During the implementation period, it
became clear that more time would be needed for agencies to implement with
the new requirements.

In response to a request froiii OMB,3 the effective date of the Act was
changed. H.R. 2848 was introduced by Rep. Bob Wise on July 10, 1989. The bill
passed the House 4 on July 11, 1989, and the Senate 5 on July 13, 1989.
The bill was signed by the President on July 19, 1989. 6 This law changed
the effective date of the Computer Matching and Privacy Protection Act to
January 1, 1990. 7 The expedited action on H.R. 2848 was possible because
the legislation was not controversial. There was no opposition to the change
in the effective date. 8

NOTE 3 See letter from Richard G. Darman, Director, Office of Management
and Budget, to the Speaker of the House (June 28,, 1989).

NOTE 4 135 Congressional Record H3562 (July 11, 1989) (daily edition).

NOTE 5 135 Congressional Record S7953 (July 13, 1989) (daily ed.).

NOTE 6 Public Law 10 1-56.

NOTE 7 The new effective date in Public Law 101-56 applied only to matching
programs that were actually in operation before June 1, 1989 as identified by
a report submitted to the House Committee on Government Operations, Senate
Committee on Governmental Affairs, and Office of Management and Budget. See
54 Federal Register 38364 (Sept. 15, 1989) (0MB publication of agency
matching programs to which the extension permitted by Public Law 10 1-56
applies). Matching prograiiis that were not in operation by June 1, 1989, were
required to comply with the Computer Matching and Privacy Protection Act on
the original effective date.
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NOTE 8 The American Public Welfare Association and several states requested
an exension of the Act's effective date.

INDEPENDENT VERIFICATION

Before a recipient agency, non-federal agency, or source agency can
suspend, terminate, reduce, or make a final denial of any financial
assistance under a federal benefit program or take other adverse action
against an individual as a result of information produced by a matching
program, an officer or' employee of the agency must independently verify the
information.

Independent verification requires verification in accordance with the
requirements governing the federal benefit program and any additional
requirements governing verification under a federal benefit program.
Independent verification requires independent investigation and confirmation
of (A) the amount of the asset or income involved; (B) whether the individual
actually has or had access to the asset or income for the individual's own
use; (C) the period or periods when the individual actually had the asset or
income; and (D) any other information received through a matching program
that is used as a basis for an adverse action against an individual.

The purpose of the independent verification requirement is to assure that
the rights of individuals are not affected automatically by computers without
human involvement and without taking reasonable steps to determine that the
information relied upon is accurate, complete, and timely. No one should be
denied any right, benefit, or privilege simply because his or her name was
identified in a match as a "raw hit" There can be no general presumption
that information obtained from a computer is necessarily correct.

After passage of the Computer Matching Act, several states and the American
Public Welfare Association reported to the Committee a problem created by the
independent verification provisions for the Food Stamp, Medicaid, and Aid to
Families with Dependent Children programs. Each of these federally sponsored,
state-operated programs relies on the routine disclosure by the federal
government to. the states of information that falls within the scope of the
Computer Matching Act's requirements.

Federal benefit information is reported to state agencies and used in
determining eligibility and calculating benefit levels. The states contend
that existing Income and Eligibility Verification System (IEVS) regulations
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for computer matching have an independent verification requirement, but that
the requirement does not cover source data like social security and SSI
benefit data. 9 As a result, the states contend that the additional
independent verification requirement is inconsistent with current rules and
an unnecessary and expensive requirement.

NOTE 9 Testimony of William Thurman, Pennsylvania Department of Public
Welfare.

The solution proposed by H.R. 5450 is to create an alternative to the case-
by-case independent verification otherwise required by the Act. In effect,
the alternative procedure permits a Data Integrity Board to waive the
idependent verification requirement imposed by the Computer Matching and
Privacy Protection Act of 1988 for qualfiying disclosures.

The alternative procedure is only available with respect to information
that consists of identification and amount of benefits paid by the source
agency under a federal benefit program and only if there is a high degree of
confidence that the information provided to the recipient is accurate.
Identification information includes the nanie, address, identifying number,
and other information that enables the recipient agency to determine that a
specific individual reported by a source agency as receiving benefits under
the federal program is the same individual that is receiving benefits from a
recipient agency. What constitutes identification information may vary from
program to program. If information indentifying program participants alone is

adequate for the purpose of the matching program, there is no requirement
that benefit information also be disclosed.

Amount of benefits information means any statement about the sum of money
or other benefits paid by the source agency under a federal benefit program.
Use of the alternative procedure is limited to information about benefits
paid by the source agency. It does not include information about benefits
paid by an agency other than the source agency or other information reported
to a source agency by another ageiicy or other third party. Underlying
information used by the source agency to calculate the level of benefits
(e.g., income, number of dependents, etc.) does not qualify for the
alternative verification procedure.

The role of the Data Integrity Board in the alternate verification process
is to determine that information is limited to identification and amount of
benefits paid by the source agency under a federal benefit program and that
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there is a high degree Of confidence that the information provided to the
recipient agency is accurate.

These determinations: must be made by the Data Integrity Board of the
recipient agency. If the recipient agency isa lion-federal agency, which does
not have a Data Integrity Board, then the deteminations must be made by the
Board of the source agency. The Director of the Office of Management and
Budget is required to issue guidance on this matter, and Data Integrity
Boards are to make their determinations in accordance with that guidance.

The requirement that a,Data Integrity Board determine that there. is a high
degree of confidence that the information provided, to the recipient agency is

• accurate is not intended to require that the Board conduct an audit of the
• information and the delivery systeim Rather, a Board should consider the way

in which the information will be disclosed. The Boards should also collect
and review all available evidence on the accuracy of the source agency's
information and on the reliability of the disclosure procedure.

The Board must be convinced beyond a reasonable doubt that the information
received, by a recipient. agency is accurate. If there is any evidence about
the accuracy of the recipient agency's information, the Board must take that
evidence into consideration. If an agency audit, Inspector General review, or
recipient agency complaint raises questions about the accuracy of the
information, then the Board should suspend any previous determination until
it has conducted a review. A single error may not be enough to overturn a
determination, but a patter of errors will call into question the accuracy of

• the disclosure system.

The Committee anticipates that the alternative verification procedure will
be used when a source agency copies benefit information fromthe same data
file actually used to make benefit payments. If the data is. copied and
disclosed without modification and is otherwise determined to be accurate,
and if the delivery mechanism appears to be reliable, then a Board may
conclude that there is a high degree of confidence that the information is
accurate. .

Any decision by a Data Integrity Board to permit use of the alternative
verification proceduredoes not affect a recipient agency duty to comply with
any other verification requirements applicable to its use of the information
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under any other statute or regulation. The Board can only affect the
responsibilities that apply under the Computer Matching and Privacy
Protection Act.

NOTICE REQUiREMENTS

The Computer Matching and Privacy Protection Act requires that due
processes be afforded to individuals before any action can be taken on the
results of computer matching. No recipient agency, non-federal agency, or
source agency may suspend, terminate, reduce, or make a final denial of any
financial assistance or payment under the federal benefit program to any
individual as a result of information produced by a computer match until 30
days after the individual receives a notice from the agency. The notice must
contain a statement of the findings and must inform the individual of the
opportunity to contest the findings. The opportunity to contest may be
satisfied by notice, hearing, and appeal rights governing the federal benefit
program.

When the legislation was originally considered in the 100th Congress, the
due process provisions were not controversial. 10 No one suggested that the
due process requirements would be expensive to implement. The original House
bill included a 60 day notice and wait period.

NOTE 10 The House Committee report accompanying H.R. 4699 included the
following: "There is broad support for statutory due process standards. In
testimony about S. 496, Deputy 0MB Director Joseph Wright said: 'The
provisons of this bill, especially those that provide due process steps to
ensure citizen rights, are the keys to creating the kind of balance that is
necessary to keep important government programs working efficiently and to
reassure a sonietirnes skeptical public that the government is sensitive to
their concerns about automation.' The American Bar Association and the
American Civil Liberties Union also support statutory due process procedures
for computer matching.' House Report 100-802 at 7 (footnotes omitted).

For example, the cost estimate from the Congressional Budget Office
included the following paragraph oii state and local government costs:

Estimated cost to State and local governments. CBO expects that
enacting H.R. 4699 would require state and local agencies involved in
computer matching with federal agencies to adopt some new procedures
to comply with the verification and notification requirements of the
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bill, and to expand matching agreellients with federal agencies. Based
on information provided by the Anierican Public Welfare Association
and the National Association of State Inforniation systenis, CBO
estimates that the costs associated with these activities would not
be significant. 11

NOTE 11 House Report 100-802 at 46.

Based on the information provided by CBO, the Committee reached the
following conclusion in its 1988 legislative report:

These due process procedures are similar in purpose and design to
existing requirement for computer matching that is authorized under
the Deficit Reduction Act of 1984. As a result, the procedures should
not be difficult or expensive for any agency to follow. Most, if not
all, affected agencies will already have in place similar procedures.
For these agencies, the additional costs of complying with the due
process requirements of H.R. 4699 will be minimal. 12

NOTE 12 House Report 100-802 at 35.

The final legislation substituted a 30 day notice and wait period for the
60 days originally proposed by the House. As a result, the judgnient that
costs would be niinirnal was strongly reinforced by this compromise.

It now appears that there niay have been a considerable underestimation of
the effect of the 30 day notice and wait period for the Food Stamp, Medicaid,
and Aid to Families with Dependent Children programs. As the January 1, 1990,
effective date approached, the Committee began to hear from the American
Public Welfare Association and the states that compliance with the 30 day
requirement would be expensive because it required a 30 day wait in cases
where an individual was not contesting the findings.

The Texas Departnient of Hunian Services testified that the annual cost in
Texas would be $5 iiiiliion annually. 13 The State of Pennsylvania testified
that the annual cost in Pennsylvania would be between $6 and $9 million. 14
The American Public Welfare Association estiniated the nationwide cost at over
$91 niillion annually. Since it is not clear how inforniation supporting APWA
figure was collected, the Committee is uncertain of the reliability of the
estimate. Since testimony was received directly from officials in Texas and
Pennsylvania, the Committee places niore reliance on those estimates.
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NOTE 13 Testimony of CommissionerRon Lindsey, Texas Department of Human
Services.

NOTE 14 Testimony of William Thurman, Pennsylvania Department of Public
Welfare.

H.R. 5450 modifies the due process time period. Where an otherwise
applicable statute or regulation requires a notice to be sent to an
individual before taking any adverse action based on the information
disclosed under a computer matching program and requires the agency to
withhold the action until a specified period of time after notice is given,
that time period will be adequate for purposes of the Computer Matching Act.

If a benefit program does not have a time period for notice established in
law or regulation, then the existing requirement for a 30-day notice period
is retained. As a result of the change made by H.R. 5450, benefit programs
such as Food Stamps, Medicaid, and AFDC will be able to operate under
existing procedures that generally call for withholding adverse action until
10 days after notice has been given. The practice in these programs has been
to withhold adverse action for an additional period if the individual
contests the proposed action. Nothing in H.R. 5450 or in the Computer
Matching Act would interfere with this additional period.

TRANSITION

The amendments made by H.R. 5450 take effect upon enactment. Thedue
process amendment will be immediately effective without the need for a
special transition process.

However, it is evident that it will take several months before any program
can meet the statutory requirements for the alternative verification
procedure. The alternative procedure requires a determination by a Data
Integrity Board before it can be used. Those determinations may require
guidance fromOMB. Section 2(b) requires 0MB to publish final guidance not
later than 90 days after the date of enactment.

Section 3 of H.R. 5450 provides a special transition provision for benefit
and identification information provided under a matching program to the
Medicaid, Food Stamp, and Aid to Families with Dependent Children programs.
The Committee believes that this information is likely to qualify for the
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alternative procedure because it appears to meet the required level of
accuracy. This conclusion is based in part on information provided to the
Committee by the Social Security Administration and the Office of Management
and Budget. SSA reported:

The computer records maintained by SSA of those who are eligible to
SSI are subjected to rigorous periodic cross-checks to assure that
the information is accurate. Moreover, each change made to an
individual's records produces a notice that informs the recipient of
the change and what they need to do if they think the proposed change
is wrong. Appeal rights are described in detail in all of these
notices.

Copies of these records are periodically shared with the States,
which gives them highly reliable current information about an
individual's eligibility to SSI and the amount paid to the eligible
individual for any month. 15

NOTE 15 See letter from James B. MacRae, Jr., Acting Administrator and
Deputy Administrator, Office of Information and Regulatory Affairs, Office of
Management and Budget, to Chairman Robert E. Wise, Jr., Subcommittee on
Government Information, Justice, and Agriculture (Sept. 12, 1990).

To avoid any unnecessary implementation expenses, the transition provision
permits these three programs to use the alternative procedure immediately for
this information.

This special authority to use this procedure expires when the appropriate
Data Integrity Board determines that there is not a high degree of confidence
in the accuracy of the information or 30 days after the date of publication
of the 0MB guidance. In other words, there is a grace period for these three
programs that expires if a Data Integrity Board finds evidence that questions
the accuracy of the data. Data Integrity Boards are only required to take
action during this period if evidence questioning data accuracy comes to
their attention. Once 0MB guidance has been issued, the Boards have 30 days
to make the requisite positive determination that will be necessary for
continued use of the alternative verification procedure.
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Section-by-Section Analysis

SECTION 1. SHORT TITLE

The Act may be cited as the "Computer Matching and Privacy Protection
Amendments of 1990".

SECTION 2. VERIFICATION REQUIREMENTS AMENDMENT

Subsection (a) of H.R. 5450 amends existing subsection (p) of the Privacy
Act (5 U.S.C. Sec. 552a(p)) as amended by the Computer Matching and Privacy
Protection Act of 1988.

The amendment creates an alternative to the existing independent
verification requirement for information provided through a matching program.
The alternative procedure permits use of information for adverse action
against an individual without independent verification if the Data Integrity
Board of the recipient agency--or in the case of a non-federal agency, the
Board of the source agency--has determined that (I) the information is
limited to identification and amount of benefits paid by the source agency
under a federal benefit program; and (ii) there is a high degree of
confidence that the information provided to the recipient agency is accurate.
A Data Integrity Board must make its determination in accordance with
guidance issued by the Director of the Office of Management and Budget.

The amendment to subsection (p) also modifies the existing requirement that
any adverse action based on information obtained through a iiiatching program
be suspended for a 30 day notice period. The amended language requires
suspension for any time period established for the program by statute or
regulation for the indivdiual to respond to the notice. The 30 day notice
period is continued in the case of any prograii for which no such period is
established.

Subsection (b) requires that the Director of the Office of Management and
Budget publish guidance required under the amendment made by subsection (a)
not later than 90 days after the date of enactment.
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SECTION 3. LIMITATION ON APPLICATION OF VERIFICATION
REQUIREMENT

This is a transition provision which perillits the alternative to independent
verification to be used by the Foods Stamp, Aid to Faniilies with Dependent
Children, and Medicaid programs iiiiiiiediately tipon enactnient of H.R. 5450 until
the earlier of (1) the date on which the Data Integrity Board of the federal
agency which administers the program determines that there is not a high
degree of confidence that information provided by the agency tinder the
matching program; or (2) 30 days after the date of publication of the 0MB
guidance as required under section 2(b) of H.R. 5450.

Estimate of the Congressional Budget Office

The following estimate prepared by the Congressional Budget Office is
submitted as required by clause (2)(l)(3)(C) of House rule XI.

U.S. Congress.
Congressional Budget Office,

Washington, DC, September 27, 1990.
Hon. John Conyers, Jr.,
Chairmiian, Committee on Government Operations,
House of Representatives, Washington, DC.

Dear Mr. Chairman: The Congressional Budget Office has prepared the
attached cost estimate for H.R. 5450, Computer Matching and Privacy
Protection Amendments of 1990, as ordered reported by the House Committee on
Government Operations on September 26, 1990.

If you wish further details on this estimate, we will be pleased to provide
theni.

Sincerely,

Robert F. Hale
(For Robert D. Reischatmer).

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

1. Bill number: H.R. 5450.
2. Bill title: Computer Matching and Privacy Protection Amendments of 1990.
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3. Bill status: As ordered reported by the House Government Operations
Committee, September 26, 1990.

4. Bill purpose: H.R. 5450 would amend title 5, United States Code, to
ensure adequate verification of computer matching information that affects
individuals' eligibility for Federal benefits.

5. Estimated cost to the Federal Government:

[By fiscal year, in millions of dollars]

1991 1992 1993 1994 1995

AFDC:
Estimated budget authority 0 -5 -10 -10 -10

Estimated outlays 0 -5 -10 -10 -10
Food stamps

Estimated budgetauthority 0 -15 -25 -30 -30
Estimated outlays 0 -15 -25 -30 -30

Medicaid:
Estimated budget authority 0 -15 -35 -40 -45

Estimated outlays 0 -15 :35 -40 45

Total spending:
Estimated budget authority 0 -35 -70 -80 -85

Estimated outlays 0 -35 -70 -80 -85

Basis of estimate: H.R. 5450 amends the United States Code relating to the
use of computer matches to verify payments to people participating in federal
benefit programs. The Computer Matching and Privacy Protection Act of 1988
amended the requirements relating to these computer. matches in such a way as
to raise federal and state government costs in these benefit programs. These
amendments would alter the computer matching requirements in two ways that
would reduce the federal, and state costs associated with the 1988 amendments.

First, H.R. 5450 would permit state agencies to continue to use time
periods already established in law or regulation to notify recipients of any
adverse action caused by the agency's redetermination of benefits as a result
of a computer match. Under current law, states generally notify recipients 10
days before an adverse action, whereas the 1988 amendments increased the time
period to 30 days. Second, states would not have to independently verify data
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resulting from the computer matches if the Data Integrity Board of the agency
determines that there is a high degree of confidence that the data are
accurate and if the information is limited to the receipt and amount of
benefits paid under a federal benefit program. The 1988 amendments would have
required independent, verification of information from all computer matches.

The major means-tested programs administered by states--Aid to Families
with Dependent Children (AFDC), Food Stamps, and Medicaid--make extensive use
of computer files from the Social Security Administration (SSA) and the
Internal Revenue Service (IRS) to verify incomes of recipients. The SSA data
generally cannot be verified independently. Moreover, requiring a 30-day
notice of adverse action rather than a 10-day notice allows recipients to
receive benefits to which they were not entitled for a longer period of time,
thereby raising costs in these benefit programs.

CBO has estimated the savings associated with a return to the 10-day notice
period. The estimates, shown in the table above, are highly uncertain. No
data are available at the federal level on the numbers of persons adversely
affected by information derived from computer matches. Estimates of savings
for each of the three programs were prepared by 12 states for the American
Public Welfare Association. The states' estimates, however, vary greatly and
are poorly documented. Generally, the states estimated the numbers of
recipients affected by computer matching information, and then assumed that
savings for each affected recipient would accrue from this legislation equal
to 20 days of benefits a year (30 days' delay versus 10 days). To develop its
estimate, CBO took the median savings for these states and increased them to
national payment totals in each of the three programs. Estimated savings from
repealing the 30-day notice requirement of the 1988 amendments have been
reducedto zero in 1991 and half of full-year costs in 1992,becáuse no state
has yet implemented the 1988 amendments.

Apart from their general uncertainty, these estimates may be too high or
too low because aspects of this legislation could not, be estilated. First,
the CBO estimates donot take account of any savings associated with not
dropping the requirement of independent verification. These savings could be
large if states were not able to use some of the computer matching
information. Second, our estimated benefit savings may be too high because
some of the overpayrnents might be subsequently recovered, although
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administrative costs associated with overpayment recoveries offset much of

the benefit savings. Finally, we have not included any savings from the

avoidance of administrative costs for computer modifications needed to

implement the 1988 amendments.

6. Estimated cost to State and local governments: States and localities, as

well as the federal government, would also experience budgetary savings from

these amendments. The states on average pay for 45 percent of the benefit

costs in the AFDC and Medicaid programs. In the Food Stamp program, however,
the federal government pays for all of the benefit costs. Estimated savings

to states and localities are shown in the table below. They are subject to
the same uncertainties noted above for federal government savings.

[By fiscal year, in millions of
dollarsi

1991 1992 1993 1994 1995

AFDC 0 -5 -10 -10 -10

Medicaid 0 -15 -30 -30 -35

Total 0 -20 -40 -40 -45

7. Estimate comparison: None.
8. Previous CBO estimate: None.
9. Estimate prepared by: Julia Isaacs (Food Stamps) and Janice Peskin (AFDC

and Medicaid).
10. Estimate approved by: C.G. Nackols, for James L. Blurn, Assistant

Director for Budget Analysis.

Committee Estimate of Cost

The Committee accepts the cost estimate of the Congressional Budget Office.

Inflationary Impact

In accordance with clause (2)(l)(4) of House rule XI, it is the opinion of
the Committee that the provisions of this bill will have no inflationary
impact on prices and costs in the operation of the national economy.
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Oversight Findings

The Committee has made no detailed findings or recommendations other than
those contained elsewhere in this report.

Changes in Existing Law Made by the Bill, as Reported

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

Section 552a of Title 5, United States Code

Sec. 552a. Records maintained on individuals

* * * * *

Verification and Opportunity to Contest Findings.--(1) In order to
protect any individual whose records are used in matching programs, no
recipient agency, non-Federal agency, or source agency may suspend,
terminate, reduce, or make a final denial of any financial assistance or
payment under a Federal benefit program to such individual, or take other
adverse action against such individual as a result of information produced by
such matching programs, until an officer or employee of such agency has
independently verified such information. Such independent verification may be
satisfied by verification in accordance with (A) the requirements of
paragraph (2); and (B) any additional requirements governing verification
under such Federal benefit program.

Indpendent verification referred to in paragraph (1) requires
independent investigaticn and confirmation of any information used as a basis
for an adverse action against an individual including, where applicable--

the amount of the asset or income involved,
whether such individual actually has or had access to such asset

or income for such individual's own use, and
the period or periods when the individual actually had such asset

or income.
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No recipient agency, non-Federal agency, or source agency may
suspend, terminate, reduce, or make a final denial of any financial
assistance or payment under a Federal benefit program to any individual
described in paragraph (1), or take other adverse action against such
individual as a result of information produced by a iiiatching program, (A)
unless such individual has received notice from such agency containing a
statement of its findings and inforiiiing the individual of the opportunity to
contest such findings, and (B) until the subsequent expiration of any notice
period provided by the program's law or regulations, or 30 days, whichever is
later. Such opportunity to contest may be satisfied by notice, hearing, and
appeal rights governing such Federal benefit program. The exercise of any
such rights shall not affect any rights available under this section.

Notwithstanding paragraph (3), an agency iiiay take any appropriate
action otherwise prohibited by such paragraph if the agency determines that
the public health or public safety may be adversely affected or significantly
threatened during the notice period required by such paragraph.]]

(p) Verification and Opportunity to Contest Findings.--(l) In order to
protect any individual whose records are used in a matching program, no
recipient agency, non-Federal agency, or source agency may suspend,
terminate, reduce, or make a final denial of any financial assistance or
payment under a Federal benefit program to such individual, or take other
adverse action against such individual, as a result of information produced
by such matching program, until--

(A)(i) the agency has independently verified the information; or
(ii) the Data Integrity Board of the agency, or in the case of non-

Federal agency the Data Integrity Board of the source agency, determines
in accordance with guidance issued by the Director of the Office of
Management and Budget that--

(I) the information is limited to identification and amount of
benefits paid by the source agency under a Federal benefit program;
and

(II) there is a high degree of confidence that the information
provided to the recipient agency is accurate;

(B) the individual receives a notice froiii the agency containing a
statement of its findings and informing the individual of the opportunity
to contest such findings; and

(C)(i) the expiration of any time period established for the program by
statute or regulation for the individual to respond to that notice; or
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(ii) in the case of:a program for which no such period is established,
the end of the 30-day period beginning on the date on which notice under
subparagraph(B) is mailed or otherwise provided to the individual.

(2) Independent verification referred to in paragraph (1) requires
investigation and confirmation of specific information relating to an
individual that is used as a basis for an adverse action against the
individual, including where applicable investigation and confirmation of--

(A) the amount of any asset or income involved;
(B) whether such individual actually has or had access to such asset or

income for such individual's own use; and
(C) the period or periods when the individual actually had such asset

or income. H

(3) Notwithstanding paragraph (1), an agency may take any appropriate
action otherwise prohibited by such paragraph if the agency determines that
the public health or public safety may be adversely affected or significantly
threatened during the notice period. required by such paragraph.

* * * *
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B1L 5835, OMNiBUS BUDGET
RECONCILIATION ACT OF 1990
The SPEAKEB pro tempore. Pursu-

ant to Rouse R.Csotution 509 and rule

CONGRESSIONAL RECORD — HOUSE
xxiii, the Chair decth.res the House
In the Committee of the Whole Rouse
on the State of the Union for the coil-
elderatlon of the bill, H.R. 5835.

01449
4 THZ CO!TTU 0? t WUOLL

• Accordingly the House resolved
Itself Into the Committee of the
Whole Rouse on the State of the
Union for the consideration of the bill
(H.R. 5835) to provide for reconeWa-
tlon pursuant to sectIon 4 of the con-
current resolution on the budget for
the fIscal year 1991, wIth Mr. Mar-
ROULES hi the chair.

The Clerk read the title of the bill.
The CHAIRMAN. Pursuant to the

rule, the bill Is considered as read the
first time.

Under the rule, the gentleman from
California (Mr. PANZTTAI will be recog-
nized for 1 hour and 30 mInutes, and
the gentleman from Minnesota (Mr.
FasrzzL3 will be recognized for 1 hour
and 30 mInutes.

The Chair recognizes the gentleman
from California (Mr. Pairrra).

Mr. PANETI'A. Mr. Chairman, I
yield myself such time as I may con-
sume.

(Mr. PANEA asked and was given
permission to revise and extend his re-
marks.)

Mr. PANETTA. Mr. Chairman, I rise
In support of R.R. 5835, the Omnibus
Budget Reconciliation Act of 1990. It
is the principal Implementing tool of
the budget resolution that was adopt-
ed last week. It represents the work of
12 House authorizing committees pur-
suant to the Instructions that were
contained In the budget resolution.
House Concurrent Resolution 310,
which was adopted by both the House
and the Senate.

The committees were Instructed by
the budget resolution to report legisla-
tion producing a total of $24.3 billion
In deficit reduction for fiscal year 1901
and $248.2 billion over the 5-year
period from 1991 to 1995.

In fact, the committees, In the bill
that Is before us, have exceeded those
Instructions. The committees have
produced $30.4 billion for fIscal year
1991, almost $6 billion in excess of the
Instructions in terms of deficit reduc-
tion, and $251.6 billion over 5 years,
almost $5 billion In excess of the
target.

That represents a significant In-
crease in the level of deficit reduction
ever that provided In the Instructions.
The committees have not only met the
targets, they have exceeded them.

0 1450
Mr. Chairman, this Is by far the

largest deficit reduction package ever
to be considered by the Congress. I
hope we ean adopt It in the House
today, move quickly to a conference
with the Senate, and have a reconcilia-
tion bill on the President's desk by
Friday.

The reason that we must move this
legislation Is obvious to all of us. We

119951
are at the present time in crisis, a
crisis In government, a crisis in the
economy, and a crisis in confidence in
the Institution of government Itself.
Once again. the President is threaten-
Ing to shut down the Government of
the United States, and It Is clear that
be is looking for, perhaps, any excuse
to do so. If we do not act now, he shall
have that excuse.

Clearly, Mr. Chairman, this Is only
one of many reasons to try to enact
the leglslaUon before us, but it is cer-
taixily the reason that we have to act
today, not tomorrow, not the next day,
not next week, but today to complete
the work that Is before us.

Members are aware of why we are
confronting the situation with the del-
Icit We are facing $300 billion annual
deficits next year. They are sapping
our economic strength, robbing our re-
sources for the future, hurting us In
terms of our ability to compete in the
world of the next century. They con-
tinue to push up interest rates, adding
to the difficult task of the Federal Re-
serve as It tries to face what is a likely
recession in our economy, and growing
tnfla.tlon at the same time. What we
are confronting Is stagflation, the
worst of all worlds, and in that atmos-
phere It is absolutely essential that we
adopt strong deficit reduction.

Mr. Chairman, the authorizing com-
inlttees are to be commended for the
expeditious handing of this legisla-
tion. They received their Instructions
last Tuesday. By Friday of last week,
11 of the 12 commIttees had complet-
ed their work, and the final committee
completed its work yesterday. So, we
have been acting on a fast time frame,
moving this legislation ahead, making
very tough choices.

Mr. Chairman, these are not easy
choices. Look at the elements of recon-
cifiatlon. Every committee has had to
make tough choices Impacting on
people, on farmers, on veterans, on the
elderly, on students, on Government
employees. We are asking Americans
to help share the sacrifice of deficit re-
duction, and, when the Committee on
Ways and Means amendment comes
In, we are also going to be asking the
wealthy to participate In that same
sacrifIce to try to reduce the deficit.

Let us be clear about what we are
doing today. This Is not a package of
smoke and mirrors. Every element In
this reconciliation package is real.
Many Members like to talk about defi-
cit reduction. But today we will find
out what it really means to cast a vote
for real deficit reduction, for real
spending cuts and real tax Increases.

Mr. Chairman, that Is how to cut the
deficit, whether we like it or not. The
President has recognized that reality;
the leadership In both the House and
the Senate have recognized that reali-
ty. That is the only way we are going
to get the Job done.

Let me point out that this Is a com-
prthenslve package that contains $500
billion hideficit reduction from both
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spending and revenues over 5 years. As
my colleagues will notice from this
chart, entitlement programs and other
spending reductions make up two-
thirds, two-thirds, of the deficit reduc-
tion over 5 years. Revenues constitute
about 30 percent of the package, and
Indeed over the 5 years spending re-
ductions increase and revenue in-
creases level off. The blue Is the debt
service which my colleagues see here.

So, Mr. Chairman, it Is a balanced
package. Some will argue that this is a
tax package. Not true. This Is a bal-
anced package that involves spending
reductions along with revenues.

Mr. Chairman, the targets achieved
by the committees were largely the
result of the budget summit agree-
ment. Obviously, a majority, a biparti-
san majority of the Rouse, had some
real concerns about the specifics of
that agreement, and the House re-
fused to adopt the agreement. And yet
what we have now done is we have
come back again. Based on the budget
resolution we have provided flexibility
to the committees, and I think it was
the wisdom of the Rouse that we have
asserted priorities that we believe in
the package that is before the House.

One of the most critical elements of
this package, in addition to the spend-
ing restraints and revenues, is the en.
forcement package. Budget process re-
forms are now contained as the last
title. These reforms grow also out of
the budget summit. But they have
been modified by a bipartisan leader-
ship task force to address legitimate
concerns that have been raised about
future reliance on budget summits and
about unfair and constitutionally
doubtful infringements on the author-
Ity of the Congress.

Mr. Chairman, this package contains
real, tough enforcement for all of the
caps in the overall summit agreement
It is not easy. and yet It Is our respon-
sibility, not only to assert that we are
going to achieve 5-year deficit reduc-
tion, but to mean It through meaning-
ful enforcement changes.

The bottom line 1s These provisions
mean that the deficit reduction that
the Congress and the President. agree
to thIs year Is real. It is not here today
and gone tomorrow, like so many defi-
cit reduction efforts of the past. It Is
one more reason that those who truly
believe in deficit reduction should vote
for this legislation.

Mr. Chairman, the American people
are watching us today. This is not an
easy vote for anyone. It Is a tough
vote. It may be the most difficult vote
that we cast In the 101st Congress.

However, Mr. Chairman, every
Member should keep In mind, keep In
mind, the Impact on this Institution
and on our country if we fail to act
today.

Most of us had the opportunity to go
home this past weekend and listen to
our constituents. I say to my col-
leagues, If yours are anything like
mine, they were saying one thing:
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Do what Is right. Do what Is fair. But

above all, get it done.
We have the opportunity, as this

debate goes on, to do what Is right.
and we will have the opportunity to
decide what is fair. But above all,
when the time comes for final passage,
we had better get it done.

Mr. FASCELL Mr. Chairman, will
the gentleman yield?

Mr. PANETTA. I yield to the gentle-
man from Florida.

Mr. FASCELL. Mr. Chairman, I
thank the gentleman from California
(Mr. PaxE'rTAl for yielding.

Mr. Chairman, I rise simply to com-
mend the gentleman for his leadership
as chairman of the Committee on the
Budget through all these long, tortur-
ous months and for providing the lead-
ership that Is essential to get some-
thing done here in this body, and to do
it with good humor and clarity. As just
one Member of Congress, I would like
to express my personal appreciation to
the gentleman from California (Mr.
Paxrrra] for being a distinguished leg-
islator.

Mr. PANETTA. Mr. Chairman, I ap-
preciate the comments of the gentle-
man from Florida (Mr. FAscJ.

Mr. Chairman, I reserve the balance
of my time.

Mr. FRENZEL. Mr. Chairman, I
yIeld 5 minutes to the distinguished
gentleman from Michigan (Mr. Pmi-
szu.].

Mr. PURSELL Mr. Chairman, mem-
bers of the Democratic Party, mem-
bers of the Republican Party, and tax-
payers of America, in 1985 House Re-
publicans wrote a budget called Group
92 which was debated on the floor.
Our budget called for a freeze across
the board. Democrats had a plan. Re-
publicans had a plan. I learned my
lesson then, and I learn my lesson
today, that the American public are
looking for two ideas to govern. This
year, the Democrat have presented a
plan which raises taxes by $150 billion
over the next 5 years. Let them take
that plan to the country, put It on the
table, and let us take a good look at It,

Now we the Grand Old Party, have
created a plan that reduces spending
with no new taxes. Frankly, I think
the people of America are entitled to
see that plan, too.

Not today. The rules around here
say, "Sorry, folks. In this democracy,
we're only giving you one plan, the
Democratic plan. We're not going to
give you fair rules and allow you to see
the Repuilcan plan with no taxes and
a reduction of spending."

01500
That is the crisis In America. Eighty-

three percent of the people of the
UnIted States want a reduction In
spending, not new taxes. I do not know
why we cannot get that through our
heads here. That Is why we are here In
Washington with this long debate.
The process has fallen apart.

We have been believers over the
years, and frustrated here, because we
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have had an authorization tier, an ap -
propriation tier, a budget tier, and
no a summit tier. That Is why this
process has broken down.

It Is not the President. It is not the
Democrat or the Republican Party.
We have built an empire in Washing-
ton that Is seif-destructing, and the
people of America have said no more.
What is happening in this country?

I suggest that we get back to the
basics. As the coach says, you have got
to learn to field and you have got to'
learn to hit and you have got to learn
to bunt, to play the game with rules,
even rules, straight up, straight down.
No more, no less. That Is all we ask.

But the athlete here says that we
have rules for only one party. The
Democrats are in charge. Tough luck,
Repubicans, no deal. No rule and no
chance to offer a plan

Mr. Chairman, all we ask here In
this body, representing the people of
this country, Is to present a plan for
the people to see. Let them take their
choice which one will govern America:
The Republican plan or the Democrat-
ic plan.

In my polls, 83 percent of the people
in my district in Michigan want reduc-
tion in spending. I do not get many let-
ters that say increase taxes.

I will be the first to admit, as a
member of the Appropriations Com-
mittee it Is very easy to spend dollars
when it Is someone else's money. With-
out looking on the revenue side of
budget reconcifiation, it was real easy
for me to do what the appropriators
are suppsed to do. More projects and
more spending, for every group.

People come to Washington and say
give us a balanced budget, but we want
our subsidy. Every group in America Is
saying that. But 83 percent want
a reduction in spending.

In my Energy and Water Subcom-
mittee, I walked into the conference
committee In the Senate last Friday
and said, "Look, I am making some
new choices around here. Would you
take out the River Rouge project,"
which Is a $3 million project that I
had requested.. I will admit to the
public and to the taxpayers that when
I saw that River Rouge project, 7
miles long, I saw another river along-
side that was full of red Ink.

Mr. Speaker, I have three grandchil-
dren. I have had to make some tough
choices for them and I am willing to
take $3 million out. It is only a little
bit of money, but it tells me that CAJU.
PURSELL Is ready to make tough
choices.

The gentleman from California (Mr.
PAXETTA], the chairman of the Com-
mittee on the Budget, said this Is the
day to make tough choices. I agree
with him. That Is what the citizens are
saying. Stand up and make those
tough choices. Give us a chance to
offer our budget. It Is better for Amer-
Ica.

Mr. PANETrA. Mr. Chairman, I
yIeld 4 minutes to the distinguished
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gentlewoman from California (Mrs. Fortunately, the Democrats knew
Born]. what the Zebley case was. The Zebley

(Mrs. BOXER asked and was given case protects the most vulnerable
permission to revise and extend her re- among, us, the most needy among us,
marks.) •' ': children with crippling diseases, crip.

Mrs. BOXER. Mr. Chairman, I want pling disabilities. That Is Republican-
to thank the gentleman for yielding to lain, protecting the wealthiest, hurting
me. It Is such an honor to work with the weakest, throw the middle class a
the gentleman from California (Mr. crumb, while those. over $400,000 a
PA3rrrAI. He is showing his leadershIp year and up get a souffle.
once again today. I also want to associ- Mr. Chairman, thnnk* to the gentle-
ate myself with Is remarks, which I man from Illinois (Mr. Rosrvxow-
thought really put this whole Issue on SKI] we are going to have a proposal
the line. with Democratic principles, and I hope

Mr. Chairman, I have to say to my every Member In this Chamber who
Republican friends, they talk about believes In attacking this deficit In a
tough choices. I have their proposal. fair way supports this. I am very
This Is another black box approach—a proud to be a Democrat today, because
secret spending cut plan. They take I think the people are learning the dif.
nondefense discretionary spending and ference between the parties. It Is not
they say they cut $66 billion out. They lost on them. The President is still
do not say where. Is It drug enforce- campaigning. Be is still getting mu-
ment? Is It air traffic control? They lions from the millionaires. We are
duck the hard Issues. Not to over-em- here working for the people.
phaslze their plan—let It be clear that Mr. FRENZEL. Mr. Chairman, I
they just do not meet the deficit re- yield myself 30 seconds to remind
duction targets that President Bush Members that Republicans are not al-
said he required. So their plan is a lowed to make amendments. We are
nonstarter. not allowed to play under any but the

Mr. Chairman, It is true as the coun- Democrat rules. We are the despised
try watches us debate this budget that underclass of this House of Represent-
we do not always look pretty. We do atives. We are an abused and op-
not always look composed. Our feel- pressed minority, and now we are told
Ings show on both sides. We get angry. we have made tax policy for the last
But I think that is OK. This is a 20 years.
debate about the direction of our I believe that the gentleman from II-
country, and It is not just about this linois (Mr. RosTvxowsKI], the hero
year, It is about the next 5 years. It is of the gentlewoman from California
about what gets cut and by how much. (Mrs. Born), has been tax chairman
It is about who pays and how much. It In this House for about 10 years. She
is a debate about the needs of our should take her complaints to him.
country, and It is a debate about how I do not know the system comes to
needs to do the most to solve the defi- offend her but certainly Republicans
cit crisis. had little to do with controlling tax

Mr. Chairman, should It be the policy. We are not even allowed to
poor? I think not. Yet In the Presi- make amendments.
dent's summit the poor would have Mr. Chairman, I yIeld 6 mInutes to
paId 7 percent more In taxes. the distinguished gentleman irom

Should It be the middle class that Ohio (Mr. KAsicu].
pays? I think not. Yet In the Presi- Mr. KASICH. Mr. Chairman, to
dent's summit, the middle class would those who are watching this debate
pay less than the poor, but more than today, I must say that you are going to
the super wealthy. be Incredulous about what goes on In

Imagine, the middle class and the this Chamber. You are going to be
poor would pay more than the wealthy very confused as to why It Is that the
In the President's summit plan. That Republican alternative was never per-
Is RobIn Hood In reverse. It Is fairness mitted to be offered, and whylt is that
on Its head. It is regresslvlty, not pro- the Democrat majority Is going to
gresslvlty. push through big tax Increases.

Mr. Chairman, I want to tell Mem- If you are confused and frustrated, I
bers one story from the summit which urge you to write and call your Demo-
shows the mean spiritedness and the cratic Representative, because there Is
utter bankruptcy of the President's not a confusing debate here. I hope to
Republican representatives there at outline It just very simply.
that summit. The debate today is really one on

While they kept protecting the very priorities. The question Is, Do we raise
rich, while President Bush was collect- taxes and spend the money as offered
Ing millions from millionaires to help by the majority plan, or do we not
his pet House and Senate Republican raise taxes and control spending as of-
candidates, while Oeorge Bush was fered by the Pursell-Kaalch budget,
threatening to shut down this Govern- which was not permitted to come to
ment If we dared to touch the super the floor?
wealthy, while all that was going on, Now, If you want to have a crack at
the Republicans at the summit wanted not raising taxes and controlling
to go overturn the Zebley case In order spending, you have got to vote down
to raise another billIon dollars of defi- this budget that the Democrats of-
cit reduction.

' fered, that raises your taxes to the
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tune of about $180 billion, and does
not control spending.

Mr. Chairman, It is really very
simple. Let me just tell those who are
watching this debate, who think that
somehow the Democratic proposal is
only a whack at the wealthy, I urge
lower- and middle-Income taxpayers to
be aware of two particular Items that
they are going to find when Apr11 15
comes and It comes time to file their
Income tax.-

No. 1, under the Democrat plan, the
personal exemption is cut. That Is very
clear. Everybody understands what
that means.

That means the amount of money
you should be able to claim as a per-
sonal exemption come this Apr11 will
not go up at the rate It should. Your
personal exemption will be cut, and
you will be paying more taxes.

0 1510
In the area of Indexing, raising the

rates actually occurs in this plan on in-
dividuals and families starting at an
income level of $20,000. If you look at
the Democrat table, those people be-
tween $20,000 and $30,000 are going to
contribute $1 billion in taxes to solving
this budget, just under the area of in-
dexing.

So here we have two significant
Items that are going to jack up the
taxes on middle- income and lower
income Americans, and what they get
in exchange for It are not cuts in
spending.

That is what is so very, very hard to
believe. In fact, I would like to outline
quickly what the differences are be-
tween the two plans.

In the area of entitlements—entitle-
ments, of course, are the programs
that go up automatically without a
vote of the Congress, and they include
things like Social Security and Medi-
care. I have to tell Members that
under the Republican plan, that has
no tax increase whatsoever, that the
savings that occur in the entitlement
area are virtually Identical to the sav-
ings that the Democrats make. So the
argument that somehow Republicans
would be hurting those on Medicare
and Social Security, that is a bunch of
bunk. Our numbers are exactly where
the Democrat plan is.

In the area of defense, the Republi-
cans cut about $100 billion and save
about $170 billion over 5 years. What
do the Democrats do? They save about
$170 billion over 5 years. So in the
area of entitlements and in the area of
defense, the Republican and Democrat
plans are just about the same.

Now where do they come apart?
They come apart in two areas.

One Is in the area of taxes, where
the Democrats want to soak the Amer-
ican people for $180 billion in addi-
tional taxes, including significant tax
increases for Middle America, for
middle-income Americans. What does
the Republican plan call for? It calls
for extension of some existing reve-
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nues that are now currently on the please reduce the deficit. It Is one of
books and totals about $23 billion over those abstract, around-the-corner
5 years versus the Democrat $180 bil- Issues that our politics does not handle
lion tax Increase, very well.

Where is the other area that It 411- But we are handling It well this
I ers? It differs in the area of discre- week, at least so far, and that Is our
tionary spending. Those are the areas challenge. Savings La the key. If Amer-
that we as a Congress can control be- lea has a weakness in our economy it is
cause they do not go up automatically not that we have to restructure and
every year. become like Germany or Japan, but It

What are the Democrats proposing? Is that we do not save enough. Indivld-
The Democrats propose increasing die- usia do not save enough, companies do
cretionary spending to the tune of not save enough, and their leader, the
$180 billion. Government, does not save enough

What do the Republicans say? The either. And this Is the first time we
Republicans say we want to control have a message we can send, a message
the increase in discretionary spending. to America saying yes, we are willing
We increase discretionary spending to do it.
over 5 years by only $84 billlon, Once we reach that point, the logic

So in other words, the Democrat flows inexorably In the direction of
plan drives up discretionary spending the Democratic plan. My colleagues on
by $180 billion. We Increase spending the Republican side of the aisle, you
in discretionary by only $84 billion, know It, you cannot get a handle on

How do the Democrats pay for their savings and on the deficit unless you
$180 billion increase in discretionary raise taxes, period. There Is not the
spending. They soak the taxpayers by votes on your side of the aisle for the
$180 billion, kind of deep cuts that would have to

The bottom line Is that we can get be done in a true deficit reduction
$410 billion in deficit reduction with- package without takes. There are not
out a tax increase. The Democrats the votes with Mr. Doi.s and Mr. Do-
choose to have higher spending and xcr, and the President himself
higher taxes, higher taxes to the tune crossed that Rubicon when he said he
of $180 bifilon, and they do not control would no longer stick to "read my
spending. lips." He did, to his credit, put the ben-

Look, folks, the American people do efit of the country ahead of a phlloeo-
not want more of tax and spend. The phy that Is outdated.
American people want us to control Only the House Republicane cling to
the growth in Federal spending, and to the discredited philosophy of the
do It responsibly. We have done It. 1980's. And when they go out there on
The problems are protected In this Main Street, they will find that their
budget. There Is control on the growth "no new taxes at all costs, even If It
of Federal programa. means the ruination of America" Is

But with the Democrats It Is bust- not longer at the cutting edge. You
ness as usual, more taxes and more may have been at the cutting edge in
spending, the late 1970's and the early 1980's,

I tell you that the American people but you have lost it now, unlike your
reject that approach, and clearly, If Senate counterparts, unlike your
given an opportunity to vote, would President.
accept the Republican alternative, and 11 you are going to raise taxes, which
would urge the defeat of the soak-the- has to be done, then the difference be-
taxpayer scam that the Democrats tween the parties is clear, and that Is
offer in their budget maybe why Republicans run away

Mr. HUCKABY. Mr. Chairman. I from the tax Issue, because our side Is
yield 44 minutes to the gentleman willing not to say that the middle class
from New York (Mr. Scnwraa]. should get no taxes. They will get

(Mr. SCHUMER asked and was some. But to say that It ought to be
given permission to revise and extend proportionate, that It ought to. be pro-
his remarks.) gressive, to say that the rich can pay a

Mr. SCHUMER. Mr. Chairman, last greater share than the middle class. It
night some of us were in the Cloak- Is not just the rich who will pay, L*t in
room watching the rerun of the biog- the Republican plan they will not pay
raphy of Richard Nixon. which had at all, and the middle class will pay,
the Watergate week in Congress, Wa- and pay and pay through the spending
tergate time. When I thought about it, reductions that you wish to make, but
this Is the most crucial week that Con- do not outline as to how you would
gress will face since that week, the make them.
most crucial week in 16 years because So our plan with the Rostenkowaki
we have a handle on the .debt problem amendment deals with the future and
that has bedeviled us for the last Is fair.
decade, to turn the slope around and Is there disappointment In it Yea, I
have the percentage of debt to GNP think the defense number, frankly, is
actually go down over the next 3 years outlandish. We could not get it lower.
Instead of going up as it has for the But it Is not going to be a perfect plan
last .12. We have an opportunity for for anybody, given the challenge, the
once in this body to see beyond the future we face.
curve. And I sa.y my colleagues on both

Yes, it La true, our constituents when aides of the aisle, if we want to stay
we walk up to them are not saying No. 1 economically, If we want no
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longer to be afraid of the Germanys
and the Japans, then we must, we
must this week rle to the occasion, as
our colleagues did 16 years ago, and
vote for a fair deficit reduction plan
that will keep AmerIcan No.1.

Mr. FRENZ1. Mr. Speaker, I yield
3 minutes to the distinguished gentle-
man from Georgia (Mr. Oracaical,
the Republican whip.

Mr. GINGRICH. Mr. Chairman, I
thank my friend for yielding time to
me.

Mr. Chairman, I want to say fIrst of
all that for 5 months the Democrats
asked us to offer a budget. Today we
offered a budget, and the Democrats
promptly ruled it out of order. Their
excuse was that the Republican
budget did not fit the Democratic
Party's requirements.

0 1520
In this Congress, the Democratic

Party waived the Budget Act 62 tImes,
and 62 times the Democrats found an
excuse to bring their new spending to
the House floor. But the Republican
budget did not increase spending. It
cut spending.

So the Democrats refused to let it be
voted on. Even worse, the Republican
budget had no new taxes and achieved
$410 billion in deficit reduction by con-
trolling spending.

The Democrats are so committed to
tax increases that they had to stop the
Republicans from offering a no-tax-in-
crease budget. Imagine how the aver-
age American must feel watching the
arrogance of the leaders in some of
the Democratic leadership. According
to a public-opinion poll last week, the
American people, by 83 percent to 12
percent, want to cut spending. The.
Democrats reject the 83 percent who
want spending cuts and refuse to even
allow the spending-cuts budget to be
voted on. The Democrats sided with
the 12 percent who want mare spend-
ing.

In the same poll, the American
people opposed tax increases by 76
percent to 21 percent. The Democrats
reject the 70-percent anti-tax-Increase
majority and side with the 21 percent
who want higher taxes.

Three weeks from today the Ameri-
can people can decide whether or not
to give the Democrats more votes to
raise spending and raise taxes or they
can vote Republican for lower spend-
ing and lower taxes.

The Democratic Party's slogan Is to
tax the rich, but their budget today
raises taxes on working Americana.

The gentleman from New Jersey
(Mr. Saxroal understands the cost of
raising taxes on working Americana. In
his State, Jim Florlo, a Democratic
Governor, has raised taxes massively,
and hii approval rating has dropped to
18 percent. The gentleman from New
Jersey (Mr. SsxtoNJ calculated today
that the Democratic Party budget will
raise $664 on a family of four with
$44,800 In taxable income. The Demo-
cratic plan raises $254 in taxes by rees-
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tabllshlng bracket creep on every
American who pays Income tax. The
Democratic plan raises $135 In an anti-
family cut of the real value of depend-
ent deductions. The Democratic plan
raises $145 In Medicare taxes, axid the
Democratic plan raises $120 on the av-
ezage family In excise taxes.

Let me Just say thIs: 11 ou ask the
average AmerIcan 11 you have to raise
taxes, would you rather raise taxes on
the rich, they would probably say yes.
If you asked them do they want to
raise taxes at all, they almost certainly
say no.
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(Mr. ROSTENKOWSET asked and
was given permission to revise and
extend his remarks.)

Mr. ROSTENKOWSKI. Mr. Chair-
man, In our democratic system we
solve the Nation's problems by shop-
ping In a marketplace of ideas. The
bigger the problem, the more ideas we
generally have to pick from.

Mr. Chairman, the budget Is a big
problem, a very big problem. And not
surprisingly the marketplace of ideas
for deficit reduction Is crowded and
noisy.

The provision reported out of the
Ways and Means Committee without
recommendation as part of budget rec-
oncifiation represents a modestly im-
proved version of the Budget 8UfllXflIt
agreement which this Chamber reject-
ed October 5. You wifi recall that the
chief complaint against the summit
agreement was that it was unfair, plac-
ing too much of the burden of deficit
reduction on the backs of those least
able to bear it.

The committee reported package re-
pairs the more glaring flaws of the
summit. First, it reduces by $10 billion
the harsh provisions relating to Medi-
care beneficiaries, without abandoning
the summit objective of achieving sig-
nificant cuts In spending.

The package also lowers by 1 cent
the gasoline excise tax increase which
was included In the summit agree-
ment, while eliminating the tax on
home heating oil entirely. And it drops
a provision that would have required a
2-week waiting period before: unem-
ployed persona could receive compen-
sation. The guiding motive behind
mnklng both of these changes was to
promote equity.

Finally, the Ways and Means Com-
mittee's reported bill strips away from
the summit agreement $19 billion of
revenue-losing provisions. This is,
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after all, a plan to reduce the deficit,
tot to make It bigger.

The aummlt agreement Included a
collection of so-called small business
growth incentives that no one liked.
They were Intended to promote eco-
nomic growth. But the oi]y growth
these proposals would spark Is growth
In the tax-shelter Industry.

The one revenue-losing provision
from the summit which the committee
retained was the expansion of the
earned Income tax credIt. This provi-
sion Is designed to ease the pain of
deficit reduction on America's poorest
people. Poor people did not benefit
from the excesses which created the
deficit. We see no reason to ask them
to pay for the fiscal cleanup.

Mr. Chairman, we are fast approach-
lug the time when we will have to
make a decision on whether we are se-
rious about reducing the deficit. The
deficit debate baa divided us like no
other Issue In recent memory. This di-
vision has yet to be resolved.

With this thought in mind, the
Ways and Means Committee reported
this package without recommendation.
We believe that the deficit Issue
should not be settled either in aeclud-
ed military quarters or by a select few.

Mr. Chairman, my guess Is that the
committee-reported provisions are ev-
eryone's second choice. Everyone
seema to have a better idea. But, Mr.
Chairman. It is not clear whether any
of these better Ideas can successfuly
run the gamut of the legislative proc-
ess.

This will not be our last vote on a
budget deficit package. Whatever the
outcome of future votes, It Is luor-
taut that we send the message to the
American people, to the markets, and
to the world that we are serious about
the need for significant deficit reduc-
tion. Nothing less than our own credi-
bfllty—the health of our economy—
the standard of living of future gen-
erations—nothing short of the nation-
alinterest Is at stake.
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Mr. Chairman. I yield 2 mInutes to
the gentleman from Wisconsin (Mr.
MOODYI.

Mr. MOODY. Mr. ChaIrman, 2
weeks ago this Chamber rejected by
about 60 percent on both sides a so-
called bipartisan summit package that
by almost any measure was not fair. It
had heavy hits on the middle class on
top of 10 years of hits through the
payroll taxes and other ways. It has
heavy blows on Medicare patients. It
hit home heating oil and Imposed a 2-
week delay on unemployment compen-
sation. Meanswhile it had almost no
sacrifice In that package requested of
the wealthy. In fact, there were $12
billion in tax giveaways for "growth"
and another $4 billion in so-called
energy Incentives.

However, Mr. Chairman. today we
have a chance to pass a very fair pack-
age. Both the bare bones package re-
ported out by the Committee on Ways
and Means without recommendation
and the Democratic substitute are far
more fair than the summit package.
And they are real. They meet the 1500
billion requirement of the President,
unlike the Republican plan which does
not The Republican plan claims to cut
only $400 billion, or only 80 percent of
the assignment. In fact the reconcilia-
tion portion of the Republican plan,
which we are debating today, only
meets Its assignment by about 50 per-
cent

Mr. Chairman, the Democratic alter-
native before us today Is fair. It puts a
10-percent surtax on taxable incomes
over $1 million. It asks those who
make over $200,000 a year to pay a flat
33 percent of tax rate at the very top
rather than dropping down to 28 per-
cent, as they now do. It Softens the hit
on Medicare, removes the home heat-
ing fuel' hit, removes the 2-week wait-
ing period on unemployment compen-
sation, and removes altogether the in-
crease in gasoilne tax—a heavy part of
the excise package we rejected 2 weeks
ago.

The key fact, I say to my colleagues,
is that the Democratic alternative of
the Committee on Ways and Means is
the first package of all the packages
being considered, all of the packages
being considered, that asks the
wealthy to pay a greater proportionate
sacrifice than the middle class. Every
other package falls that test. I hope
everyone will bear in mind this critical
fact

I urge adoption of the Democratic
alternative deficit reduction package.

Mr. PANE'ITA. Mr. Chairman, I
yield myself 30 seconds.

I say, Watch how your Congreann
votes, because the test will be whether
that Congre1mm votes for a fair
package, for the deficit reduction, and
not one that just puts the burden on
the middle class and the poor.
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who will be looking for meaningful
employment * * * young people who
will be taxed-out of jobs by the Demo-
crat tax and spend scheme.

Its time to quit trying to mobilize
support for high tax programs by cul-
tivating envy. The Republicans have a
positive alternative, let's bring down
the deficit by controlling spending,
not raising taxes.

The American people are not fooled
by all this tax the rich rhetoric. The
Democrats have been in control of this
House for decades. All the tax hikes
and loopholes were not put in place by
the Republican minority. We cannot
even get our bill on the floor for an
honest vote.

Finally, next year when our people
are suffering recession, they, will know
who to blame for no jobs and increas-
ing deficits, it will be the Democrat
Party who refused even to permit an
alternative from being considered, who
will bare the blame. And all your talk
about the wicked 1980's won't change
the fact that you have taken America
back to the depressing 1970's.

01630
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Mr. FRENZEL. Mr. Chairman, I
yield 2 minutes to the distinguished
gentleman from California [Mr. R0H-
RABACHER).

(Mr. ROHRABACHER asked and
was given permission to revise and
extend his remarks.)

Mr. ROHRABACHER. Mr. Chair-
man, America has two alternatives—
we are told the Republican alternative
doesn't meet the President's deficit re-
duction challenge. So the House won't
even have the chance to vote on it.

We are told the Democratic alterna-
tive is better, even though its support-
ers obviously donUt think it can with-
stand head on head competition.

Mr. Chairman, contrary to what we
are being told the Republican alterna-
tive lowers the level of deficit spend-
ing. The Democratic tax and spend
proposal will do little work than tax us
into recession, leavirg us with a higher
level of deficit spending.

The Republican proposal is pro-
growth, antirecession, and encom-
passes spending controls and process
reform.

The Democratic plan is soak the rich
rhetoric, then business as usual tax,
spend, and decline. Anyone who be-
lieves this antiprogress and anti-take-
home-pay scheme will actually reduce
the deficit should be in the market for
cheap junk bonds or a gulf-view condo
in Kuwait.

The Democrat plan will push the
economy over the edge and when we
are in recession and the deficit mush-
rooms they will be pointing fingers, in-
stead of looking in mirrors.

The Republican alternative keeps
faith with the taxpayers and with the
retirees, and with the young people

Mr. PANETrA. Mr. Chairman, I
yield myself 15 seconds just to make
clear that the Republicans were not
denied the opportunity to offer an
amendment. They were denied the op-
portunity to offer an amendment that
did not meet the numbers.

They could have fashioned it in any
way they wanted as long as they met
the numbers. So this is not the issue
of whether or not they had the oppor-
tunity to offer an amendment.

We wanted them to offer one that
met the numbers that the President
wanted us to achieve in terms of def i-
cit reduction.

Mr. FRENZEL. Mr. Chairman, I
yield myself 1 minute.

Mr. Chairman, the distinguished
chairman of the Committee on the
Budget spoke a moment ago and said
that our amendment did not conform
to the summit agreement.

I must tell the Members that there
Is nothing that is being presented on
this floor that conforms to the summit
agreement. The committee biU and
the Rostenkowski amendment do not
conform.

I must further tell the Members
that, based against the CBO baseline,
there is no alternative today that ex-
ceeds $500 btllion or reaches it. It is
only the expanded summit baseline
that makes this package 'before us
equal to $500 billion savings.

The reason it makes $500 billion is
because the majority was willing to
take the baseline from the summit,
and to take $500 billion from the
summit, but not to take the rest of the
summit agreements.

What they are telling us is, 'You
cannot offer an amendment unless
you do the same dumb things we
Democrats have done." We Republi-
cans are unwilling to do that, and we
will let the public decide whether it
was fair for them not to let us offer
our amendment or not. We are not
going to let Democrats decide what
was fair.
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Mr. CONYERS. Mr. Chairman, I rise
in support of H.R. 5835. In its final
form, after all the amendments are
adopted, it will be a good bill given the
limitations placed on the legislative
branch to reach agreement with a
President more intent on preserving
the privileges of the wealthy than on
rebuilding our economy and restoring
fairness.

I had hoped to be voting today for a
package that is not only fiscally re-
sponsible, but also makes major new
Investments in our people, realizes the
full possibilities of an end to the cold
war, and fully recovers from the
wealthy what was stolen from the rest
of the American people during the
greedy days of the 1980's.

However, with the adoption of the
Rostenkowski amendment on revenues
and entitlements, I believe this bill
represents a significant step in the
right direction.

Mr. Chairman, as the chairman of
the Committee on Government Oper-
atioris which has principal jurisdiction
over reforms to the budget process, I
also am here to offer my views on title
XIV of the reconciliation bill, which
makes extensive revisions to the
Gramm.Rudman-Hollings law and to
the Congressional Budget Act.

it is not easy for me to come before
this body to speak in favor of includ-
ing this title into the Reconciliation
Act. In a very real sense we are creat-
ing Gramm.Rudman-Hollings 3. I op-
posed the original Graham-Rudman-
Hollings law in 1985. I opposed the re-
visions made in 1987. And if I could
have my way today I would propose a
significantly different budget process
reform bill.

But this title, like the budget resolu-
tion the House passed last week, is a
product of extensive negotiations with
the administration at the biidget
summit. Budget task force meetings
among relevant House committees
have worked out the details of title
XIV. Everyone knows the fate of the
summit agreement Is intimately linked
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with the budget process revisions and
enforcement provisions of this title.

There are two important provisions
in this title the American people
should know about. First, the surplus
in the Social Security trust fund will
no longer be able to be used by this
"read my lips and read my hips" Presi-
dent to mask the true size of the defi-
cit. Truth in budgeting will be ad-
vanced and the elderly better protect-
ed.

Second, the administration will no
longer be able to manipulate economic
assumptions and overestimate tax col-
lections, In order to trigger a sequester
to reduce the deficit. As a result, Con-
gress should no longer face the dema-
goguery of the White House as it tries
to blame the Congress for causing a
sequester which in reality is caused by
unrealistic numbers from 0MB.

The changes envisioned by this title
will undoubtedly create a straitjacket
approach to Federal budgeting. This
probably will ensure that greater defi-
cit reduction is achieved than in previ-
ous years. On the other hand, it will
take a great deal of discretion away
from Congress when it comes to set-
ting spending and revenue policy.

For the next 3 years, and perhaps
for the next 5 years, our hands will be
tied tight. We will have little opportu-
nity to raise new taxes to pay for our
mounting social needs, to take advan-
tage of what should be a large peace
dividend, and to fund new investments
needed to meet our urgent human
needs and to make our work force
more productive. And outside of
today's vote on the Rostenkowski
amendment, we will also have little
ability to recoup the huge tax breaks
which the wealthy have received over
the past decade from supply-side eco-
nomics. Such restrictions truly make
these budget process revisions a mixed
blessing.
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Mr. RICHARDSON. Mr. Chairman,
there is something worse than not
having a budget Friday and shutting
down the Government, and that is a
lame duck session. Talk about the
voters being mad now. Wait until we
go back and face the voters when
there is a lame duck session and we
haven't acted on the deficit.

House Republicans have their plan,
and House Democrats have their plan,
but where is President Bush? Where
does he stand? Why is he more com-
fortable negotiating with Gorbachev
than he is with R05TENK0WSKI or
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BENTSEN? Why does he build coalitions
in foreign policy and negotiate face to
face, and be totally engaged with f or-
eign leaders, and when it comes to the
budget and domestic policy he is not
interested. In fact, he is out campaign-
ing for Republican candidates, playing
politics?

We are stuck here in Washington.
We are absorbing these painful de-
bates with etreme difficulty, both
sides, but the President is out. Where
is he? We need the President to show
some leadership?

The Democratic a'ternative is a plan that is
a dramatic improvement over the budget
summit agreement or any other proposal. We
have attempted to reflect the strong senti-
ments of Democrats about tax fairness. The
plan is both significant and real.

The deficit reduction issue has served to
highlight philosophical differences between
Democrats and Republicans. The goal of the
budget summit agreement endorsed by the
President and the bipartisan leadership was to
reduce the deficit by $500 bilhon over the next
5 years. The Democratic alternative fully
achieves that level of deficit reduction, but in
a way that is fair to all Americans.

The budget summit agreement which the
House rejected on October 4, clearly placed
far too much of the deficit reduction burden
on Medicare beneficiaries, as well as other
low- and middle-ircome Americans. We have
a far superior plan that requires more of a
contribution to deficit reduction from individ-
uals who are best able to afford it.

The Democratic alternative also puts an end
to the false notion that only wealthy Amen-
cans are able to help the economy grow. We
have greater confidence in middle-income
Americans. This alternative provides savings
and investment incentives to the small busi-
nessmen, farmers and small investors who
are the backbone of our economy. A deficit
reduction package that is both fair and real in
the best stimulus for economic growth.

Enactment of the Democratic alternative wifl
be a major step forward for our country, re-
storing fairness to our Tax Code and confi-
dence abroad.
WAYs AND MNs DEMOCRATIC ALTERNATIVE

SUMMARY

1. The proposed level of increased Medi-
care beneficiary payments would be reduced
from the $28 billion contained in the
Summit Agreement to $10 billion. Total
Medicare savings would be $43 billion rather
than $60 billion.

2. The 2-week waiting period for unem-
ployment benefits would be dropped. (This
proposal was also dropped from the modi-
fied Summit Agreement reported to the
House Budget Committee on October 10.)

3. The $2 billion of new entitlement
spending, and the $19 billion of revenue
losers (enterprise zones, energy incentives.
extenders and the so-called "growth' pack-
age) would be dropped.

4. The following revenue provisions would
be dropped entirely from the Summit
Agreement: The gasoline tax and the petro-

—leum tax; the limitation on itemized deduc-
tions; the HI tax on State and local govern-
ment workers; the disallowance of interest
paid on corporate tax deficiencies: and the
increase in railroad tier II taxes.

5. The following provisions of the Summit
would be modified: Airplanes would be
added to the luxury tax; and the distilled
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spir$ts tax increase would be $1.00 rather
than $1.50.

6. To deal with the progressive problem of
the Summit Agreement, the Democratic Al-
ternative would add the following provi-
sions: the "bubble" would be eliminated and
an explicit 33 percent rate bracket would be
added; the rate of the individual minimum
tax would be increased from 21 percent to
25 percent; the HI wage cap would be in-
creased to $100,000 rather than $73,000 as
provided in the Summit Management; in-
dexing of the tax brackets and the personal
exemption would be delayed for one year,
and a 10 percent surtax would be Imposed
on individuals with taxable incomes above
$1 million.

(From the AARP News, Oct. 15. 1990]
STATEMENT ON BUDGET RECONCILIATION

- PROPOSALS

'The American Association of Retired
Persons (AARP) believes that it Is vitally
important that the Administration and the
Congress work together over the next sever-
al days to enact into law a federal budget
that fairly distributes the burden of deficit
reduction among all Americans," said
Horace B. Deets, AARP Executive Director.

Deets added, to meet the test of fairness,
this budget should take into account the
policies of the last decade which have
placed a greater and greater burden on
those with modest incomes. Those who are
more fortunate must now be asked to pay a
little more.

We are very pleased that the Congress
has begun to recognize that older Americans
should not be asked to pay more than their
share," he noted. Compared to the original
summit agreement, the plans put forward in
the House and the Senate over the last
week reduce the burden on Medicare benef i-
ciaries by nearly one-half to two-thirds. We
are also pleased that the Committees reject-
ed more onerous proposals that would have
income-related Medicare premiums or made
changes in Social Security.

This week the Congress has a tough job.
Faced with proposals from the House Ways
and Mcans and Energy and Commerce Com-
mittees and the Senate Finance Committee,
the Congress must shape a Medicare policy
that the President and a majority in the
Congress will support.

The Democratic Alternative offered by
the House Ways and Means Committee,
when combined with the new Medicaid cov-
erage both for low-income Medicare benefi-
ciaries and for children included in the
Energy and Commerce package, constitutes
a fair and effective proposal. Among its
strongest elements are: A Medicare deducti-
ble that would not rise above $100: and no
increase in the amount that doctors can ba.1-
ance bill their Medicare patients above the
additional 25 percent that was permitted in
last year's Physician Payment Reform legis-
lation.

Deets noted that the Senate Finance
Committee's proposal is" far less acceptable
In Its present form. With Its doubling of
both the Medicare Part B deductible and
the amount some doctors can 'balance bill"
their Medicare patients above the Medicare-
allowed rate: its very limited protections for
low-income Medicare beneficiaries; and its
reinstated coinsurance on laboratory serv-
ices, the Finance Committee's proposal
clearly places a much heavier burden on the
most vulnerable—those who are sick and
those who have low incomes.

'The welfare of Americans of all ages is at
stake in this budget debate," Deets conclud-
ed. 'The across-the-board cuts of a seciues-
ter or of a government shut-down would
take a dangerous toll on our nations econo-

my and the millions of Americans—old and
young, rich and poor—who depend on gov-
ernment programs and services. It's time to
put aside partisan politics and find a solu-
tion to the budget crisis that will be fair, eq-
uitable and affordable for the American
people."

Ms. OAKAR. Mr. Chairman, first of
all I would like to compliment my
friend, the gentleman from California
[Mr. PANETTA], distinguished chairman
of the Budget Committee, for all of
his patience and hard work. I also
want to pay special tribute to the
chairman of the Ways and Means
Committee. the gentleman from Illi-
nois (Mr. RosTxowsKI), for at-
tempting to do something that would
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indeed be much more fair to the vast
majority of the American pebple.

The alternative Democratic budget
requires that those who benefited
from the Reagan years must help to
pay for the Reagan years. It Is that
simple. It eliminates the tax bubble
for the rich. It imposes a 10-percent
surtax on incomes over $1 million.

0 1740

Who can quarrel with that when the
middle class has been picking up the
tab for the majority of Americans for
so many years?

This package is much, much more
fair to older Americans. It reduces the
unfair hit on Medicare beneficiaries'
out-of-pocket expenses. It saves the
cost-of-living adjustment not only for
Social Security recipients but for Fed-
eral retirees and railroad retirees, and
it drops a grossly unfair provision con-
tained in the summit deal that would
impose Medicare tax on State and
local government workers that already
are paying their share of retirement
coverage.

In addition to that, it is sensitive to
the needs of the unemployed, and it
drops the 2-week waiting period for
unemployment checks.

In addition, It drops the regressive
gasoline tax. How can anyone quarrel
when the alternative budget will drop
the 9-cent gasoline tax and scales back
the proposed tax on liquor?

I urge passage of the a'ternative
Democratic substitute.

I voted against the budget summit package,
because it placed an unfair portion of the
burden of deficit reduction on older Americans
and middle-income Americans.

Mr. Chairman, over the last 10 years, the
period in our history that I refer to as the lost
decade, we saw huge increases in defense
spending, enormous tax breaks for the rich,
and enormous cuts in programs that benefit
middle-income Americans. During this period
of voodoo economics our Nation's deficit tn-
pted. Now we are asked to pay for this
decade of excess and inequity. Although there
are several items in this package that I don't
like, no better or fairer plan, that deals respon-
sibly with deficit reduction has been forthcom-
ing from my cofleagues on the other side of
the aisle. The deficit is a cancer which threat-
ens the future of young Americans. Medicare
premiums will not be increased in the first
year. I am concerned about increases in the
future but I believe that in the future Ameri-
cans wifl demand universal hea!th coverage
for all Americans. I be!ieve health care is the
No. 1 domestic issue and we must address it
comprehensively. I will continue my own fight
to reverse this funding trend, yet the proposa'
offered by Chairman ROSTENKOWSKI is much,
much fairer than the $90 billion in Medicare
cuts that the Republican alternative proposed.

My colleagues claim that there are no cuts
in this package and that is not true. Most of
the committees in this Kouse met painful rec-
onciliation targets. Yet, the alternative offered
by my colleague from Illinois drops a dramati-
cally unfair proposal to impose Medicare I-il

tax on State and local retirees who already
have coverage. The alternative eliminates the
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Mr. HEFLEY. Mr. Chairman, today we are
Witnessing a triumph for left-wing polics in
America. After Javirig their pro-lax candidates
completely detealed in the previous three
Piasidential alactions. their strong-atm con-
gressional leadership run out of office in dis-
grace. and their zemaining leadership divided
aixl wealç the DernoaXs have zebourided to
what ca on be escribed as one of the
great come-from-behind &4cto,ies of all laia.
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This reconciliation package is the symbol of
that victory.

Just what does this "victory" mean for the
American taxpayer,

A record tax increase: Amencans current'y
carry the highest peacetime tax burden in his-
tory. This plan would add to that burden a
record tax increase of $144.7 billion over the
next 5 years. If you include increased user
fees and other expenses, this package wI in-
crease the cost of the Federal Government to
Americans by $177.7 billion.

Abuse of Federal trust funds: This package
abuses several of the Federal trust funds, in-
cluding Social Security, by raising their respec-
tive fees and then using that money to bal-
ance the budget.

No spending cuts: With the exception of de-
fense, there are no spending cuts included in
this package. All other Federal spending
areas are slated to increase over the next 5
years.

Bogus economic assumptions: The eco-
nomic assumptions included in this plan pre-
dict record economic growth and interest
rates that havent been seen in the last 25
years. If these assumptions are true, then we
don't need a tax increase to balance the
budget; Il we adopt this tax increase, there's
no way these economic assumptions could
possibly come true.

Mr. Speaker, the economy is stowing to a
crawt, inflation is rising, and the Democrats
are calling for a tax ,ncrease. Business as
usual is too light a term to describe what is
happening in the House today.

At the same time, Republicans have been
compietely shut Out of the legislative process.
Democrats have stated that the Republican
alternative was not allowed to be considered
because it fell $100 billion short of the deficit
reduction targets induded n the budget reso-
lution.

Their own proposal, they claim, lives up to
the $500 biflion in deficit reduction required by
that resolution. The truth is the Democrat plan
won't cut the deficit by $1, let aCone $500 bil-
lion. Here's why.

No spending restrictions: Without enforcea-
ble spending caps, Congress will continue to
spend more money than it takes in. In the
post-war period, Congress has spent $1.58 for
every doflar it raises in taxes.

Over.priced tax increases: Congress chron-
ically over-estimates the amount of revenue it
will raise by increasing taxes. Every ta in-
crease we passed during the 1980's failed to
raise as much money as the tax committees
and Congressional Budget Office claimed it
would.

Phantom interest savings: The interest sav-
ings included in this package are never going
to happen. These projected savings are ex-
pected from lower future deficits and lower in-
terest rates. Since neither is going to happen,
interest expenses are going to increase, not
fall.

If we adopt the Democrat's budget reconcil-
iation package today, then next year we will
have a 'arger deficit, an economy in reces-
sion, and a Federal budget process that failed
in every way since its inception in 1974.

What can we do to avoid this? Adopt the
Republican alternative.

Spending cuts: The Republican alternative
includes real spending cuts. Our deficit prob.
lems are the result of too much spending, not
too few taxes. The Republican alternative cuts
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defense spending and freezes discretionary
spending, entitlements, and foreign aid.

Budget reforms: Furthermore, the Republi-
can alternative includes much-needed budget
reforms that will prevent this type of last-
minute budgeting from happening in the
future. These reforms ncIude eliminating the
fraudulent 'current services" budgeting, so in
the future a spending increase is called a
spending increase, not a program cut.

No tax increases: Republicans recognize
that Americans are drowning under thier cur-
rent tax burden. For that reason, this package
does not include any new taxes, including no
increased Medicare premiums.

Mr. Chairman, Il gMng committee chairmen
the responsibility of cutting spending was the
way to reduce the deficit, we would have bal-
anced the budget 20 years ago. The Demo-
crat proposal demonstrates that truth only too
clearly. TJe only hope we have today of true
deficit reduction is to adopt the Republican al-
ternative and reform the budget process.
Since the Democrats have prevented us from
doing that today, we should kill their tax-and-
spend proposal and force them to consider
our alternative plan. Otherwise, the deficit will
continue to grow, the economy will sink into
recession, and next year House Republicans
will be coming to the floor saying "I told you
so." I can tell you now those words will be a
holtow victory.

Mr. SYNAR. Mr. Chairman, this budget deci-
sion is a recognition by Congress that. we
have crossed the last bridge of easy answers.
This bridge must be crossed in order to get to
the solutions that have eluded us for way too
long. Once this bridge is crossed, Members
can begin the process of correcting the mis-
takes of the Reagan era which permitted the
wealthier to be undertaxed; and which saw an
excessive growth in defense spending leading
to the present budget crisis. My support of
this bill has not been an easy decision.

I voted against the budget summit agree-
ment on October 4 and voted for the revised
budget on October 7, with the expectation
that a fair agreement could be devised. I be-
lieved there had to be four elements to be
fair. First, it had to protect poor elderty Amen-
cans from unfairly high Medicare premiums
and annual deductible amounts. There had to
be provisions under Medicare that did not
simply shift costs to beneficiaries who can not
afford to pay. Second, the revenues raised
had to recognize that working Americans and
the middle class, have borne a disproportion-
ate share of the cost of Government over the
past 10 years. Third, the tax bubble had to be
eliminated so that the richest Americans
would not pay less of a share of taxes than
middle income and working taxpayers. Fourth,
the burden of deficit reduction had to be
shared.

For the past week, I have participated in the
process and listened to the comments and
suggestions of my Oklahoma constituents.
There are competing interests n this debate
and made my decision on the basis of
whether the budget met my stated criteria but
more importanfly on the basis of whether it is
fair.

There are provisions I hke in the budget and
there are sections for which I would not vote if
these were included in separate legislation.
On the plus side, the Democratic alternative
clearty begins to reverse the regressive tax
structure of the past decade which has at-
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lowed the richest Americans to avoid their fair
share of taxes. Contrary to the Republican al-
ternative, the agreement does not rely heavily
on hidden taxes which are thinly disguised as
user tees for Government services.

The bill does contain a minimal increase in
Medicare premums, however, these have
been fairly distributed. In fiscal year 1991, the
increase is the same as expected under
present law and wiI mean only an increase of
$1.30 per month. The deductible is raised only
$25 for all 5 years to $100.

Included in the package are certain budget
process reforms. Some of these are good in
that the Social Security surplus can not be
counted as reducing the deficit and a pay-as-
you-go system is adopted for future spending.
The down side is that the reforms take more
responsibility for budget decisions away from
Congress and thus further away from the
American taxpayer.

There is actual deficit reduction in the pack-
age, not sham techniques. The actual reduc-
tions over 5 years are significantly more than
that proposed by the Republicans. This is the
first reduction I have seen in my tenure. I am
convinced it will assist in stimulating the econ-
omy and provide for growth.

I have a responsibility to ensure that Gov-
ernment takes care of the needy and devel-
ops a sound infrastructure for the future. This
bifl begins the move toward those goals.
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spirit and the letter of its raconciliation-instruc-
1ions I ask the members to-support••these.pco--
-visionsand support the passage-of.HR.-&835-

Mr. RAHALL. Mr. Chairman, I am very reluc-
tant to vote for this resolution. I will, of course,
reserve judgment on the conference report.
Earlier I voted No on the Rule, and I did so
because it excluded consideration of the so-
called Republican substitute on the budget,
which would, if considered, have given those
of us who are unalterab!y opposed to raising
taxes, a chance to vote on a budget that does
not raise them.

What would I do instead of raising taxes? I
would probably not design a budget such as
that designed by the Repubiicans. I certainly
would not infhct the pain of deficit reduction
on handicapped chddren, or the frail elderly
who depend on Medicare and Social Security.

But I would reduce the deficit and balance
the budget over 5 years, as has been stated
here before by myself and others, simply by
reducing defense spending, cutting NATO
support, and reducing foreign and internation-
at aid.

I would do the above, and by so doing
achieve what both the Democrats and the
President want, withoul raising a single tax on
anyone.

While I appreciate the work done by the
Ways and Means Committee in bnnging down
the cost to senior citizens on Medicare, and
the fact that no gasohne or petro'eum taxes
are being imposed under their alternative
budget, and most certainly for taxing the rich,
there are serious, in my opinion, cuts in veter-
ans' pensions and health benefits, and in stu-
dent oars.

The budget package, even without taxes,
does grave damage to domestic programs
here at home, and will cause panic and up-
heaval in many lives before we are through
with it in 5 years time.

Mr. Chairman, there is nothing wrong with
this process except that which brought us to
this process in the beginning—and that is the
Gramm-Rudman-Hollings Act which should, in
my opinion, be repealed. No one abides by it.
We waive its requirements and jurisdictions
here at the drop of a hat. We use it to suit our
immediate needs to get off the hook when-
ever that need arises.

Yet when crunch-time comes—and I blame
the President directly for the 5-month delay in
this reconciliation process since the May 1st
adoption of a Budget Resolulion by this
House—everyone lets Gramm-Rudman rise
up as a monster more horrifying than we
could have ever conjured up as children, play-
ing in the dark—and we let it scare us into
closing down Government, and locking the
doors of our Nations historic sites to the dis-
appointment of children, and we threaten to
furlough Federal workers, cul child nutrition,
and education for the handicapped, and to cul
rehabilitation for the disabled, and reduce or
severely curtail veterans' program benefits.
That is what we have been doing in the years
since enactment of Gramm-Latta I and
Gramm-Latta II in Reagan's heyday, and we
are now letting the successor, Gramm-
Rudman-Holtings, play the monster, and give
us an excuse to do lust what we are doing—
raising taxes in order to reduce the deficit.

The Democrats didn't create this deficit—no
Democrat has served in the White House
while the deficit doubted, tripled and quadru-
pled itself into the critical mass it has become
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today. Democrats tried, have tried, to keep the
deficit down, by sending Presidents Over the
last decade annual appropriations bills that
were far below the amounts requested by
Presidents in the White House. And we did it
at great sacrifice of domestic programs for the
elderly, for educationally deprived chddren, for
the economic welfare of our States and local-
ities back home—all because of Mr. Reagan's
voodoo economics to btithely cul taxes, while
approving the most massive, peacetime de-
fense buildup ever known to man. In order to
build that nuclear, pie-in-the-sky, arsenal of
planes that won't fly and Star Wars and Bril-
hant Pebbles, while at the same time keeping
spending below the Presidents own request,
the Congress cut education, cul spending on
health care for all Americans, watched eco-
nomic development opportunities go oul the
window—for 10 long years.

During these past 10 years, we couldn't get
full funding for Head Start, or WIC for women,
infants and children, or job training for dis-
placed workers.

Increases for child care or for chapter 1 re-
medial education for young children? Forget it.
We barely hung onto EDA and ARC funding,
under a Presidential decree that these pro-
grams be zeroed out of existence.

In the past 2 years, we have failed to pro-
vide catastrophic health care fo the elderly,
and under the new rules in this package, we
bind the hands of appropriators and oursetves
for 5 long years, during which time we will be
unabie to even consider the need for health
care for 37 million Americans who have
access to absolutely no medical care at all.
And lest we forget, one out of every 5 of
those 37 million Americans without heath care
are children—children often conceived and
reared in such dire poverty throughout these
United States, not just Appalachia, that
they've never had three nourishing meals a
day, a decent home, decent or warm clothing,
or care from a doctor or a dentist. Children
don't go to the polls and vote—and they have
no voice un'ess it is ours raised in their behalf.

For 10 years Democrats have treed to do
two things. Work with Republican administra-
tions, support the President of all the prople
as often as possible, and to keep down
spending as evidenced by the appropriations
bills sent to the White House for signature
over that decade that were less in dollar
amounts than the White House demanded.

We have seen ourselves castigated, as
Democrats, as incumbents, for the sins of
others—namely those in charge of the White
House, for too long.

Dr. Feelgood doesn't live there any more,
but we do have a President who said "read
my lips," and when that didn't work, made a
loke of the economic&ly penlous times we are
currentty in by saying "read my hips." I don't
think the peop'e of West Virginia found it very
funny.

And during these past 2 weeks, when ex-
haustive efforts have been made by all in-
volved to come up with something fair—lust
plain, old simple fairness in terms of a
budget—the President has been off cam-
paigning for his friends, and when he isn't
doing that, he apparently is sitting in the War
Room contemplating foreign policy. He cer-
tainly bowled me over the other day when he
admitted he preferred making foreign policy,
to making domestic policy. And that policy
certainly has been embraced by his Secretary
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of Defense who recently statcd that it was de-
lightful having the Congress oul on recess
when Iraq invaded Kuwait. Does this mean
war? Is there a method to this madness? Do
we dare finish this budget and go home, leav-
ing Bush and Cheney in charge? Do we dare
leave them in charge, if we adopt this budget
package today?

It's a 5-year package, Mr. Chairman. s that
why Desert Shield, for which I gave the Presi-
dent my support, is separate and apart from
the rest of the budget? So that no matter
what happens in the next 5 years, if the Presi-
dent wants war in the Pers,an Gulf, he can
unilaterally declare one all by himself, and get
funding for it to boot?

I am a Democrat, and I am tcld by the Re-
publican Members of this body that since we
control the Congress, everything bad that has
happened is our fault. Well, the President has
vetoed and been sustained 14 times on major
legislation during this Congress alone and I

say, it's a two-way street Mr. President. Read
the Constitution.

My people in West Virginia have been taxed
to the absolute extent of their ability to pay.
Thousands are out of work; thousands more
have left their beloved State and gone else-
where for work, for they no longer possess
the dignity that goes with a paycheck and the
good feeling that comes from putting a mcal
on the table for their chUdren, or warm cloth-
ing on their backs.

Most of the Members speaking on the floor
today have stated how difficult this decision is.
Bul they believe, most of them, that America
is watching the debate, and looking for
strength in us, to bite the bullet and to reduce
this runaway deficit, no matter how we have
to do it. I hope they are riaht.



Mr. KLECZKA. Mr. Chairman, today the
House considers H.R. 5835, the Ornrthus
Budget Reconciliation Act of 1990. This bifl is
the revised version of the $500 billion deficit
reduction package negotiated by Congress
and the President.

While It requires that we bite the bullet and
put our $scal house in order, ft does so In a
less harsh manner than the failed summit
agreement. I voted against the summit agree-
ment October 4. This reconciliation bill is not
perfect, but It Is the best compromise we can
hope for given the size of our task.

Specifically, the reconciliation bill addresses
one of my chief concerns—the large end
unfair Medicare cuts on the elderly. Under the
mmfl agreement, these cuts would have
been $60 billion, which was half of all domes-
tic cuts.

The reconciliation bill reduces the out-of-
pocket costs shouldered by the elderly by
two-thirds. The deductible will increase only
$100, rather than the $150 deductible con-
tained in the failed agreement Furthermore,
the Increase In the pact B premium will be
lower and slower than in the summit agree-
ment

Other Inequities are corrected In this recon-
cIIla6on bill. The 2-cent tax on heating oil is
removed, as Is the 2-week delay for receiving
unemp benefits.

This bill drops the 12-cent Increase In the
gasoilne tax. ft drops $4 billion In tax breaks
for oil and gas companies provided by the

summit agreement ft also drops the "growth
Incentives" proposed by the President—which
only serve as wasteful tax shefters for the
wealthy.

In reference to fairness of this budget bill
and Its Impact on the taxpayers, HR. 5835
makes tmprovements for the middle class and
asks the wealthy to chip in more of their
share.

The failed summit agreement would have
Increased taxes for those earning between
$20,000 and $50,000 by 3 percent to 3.5 per-
cent. The reconciliation bill will only increase
the added tax burden by 1 percent

As for wealthy taxpayers earning over
$200,000, the summit pact would have only
increased taxes by 0.3 percent The reconcili-
ation bill increases this to 7.4 percent These
taxpayers will pay their fair share in this
budget reconciliation act.

Other budget process reforms are included
in the bill. These include requirements that
future revenue or spending legislation be
made budget-neutral, that is, we will have pay-
as-you-go procedures. In addition, the bill will
remove the Social Security surplus from
budget calcuIaons. This practice has masked
the true size of the Federal deficit.

Mr. Chairman, Its high lime we start putting
ott mountain of debt behind us. We owe it to
the taxpayers. This 5-year, $500 billion deft
reduction measure will require ascrifices from
all of us, but it is a credible plan to steer us
beck toward long-term economic stability. I

urge my colleagues to siXport the budget rec-
onciliation act.

The CHAIRMAN. All time for gen-
eral debate has expired.

Pursuant to the rule, the bill Is con-
sidered as read. The amendments
printed in part 1 of House Report 101-
882 are adopted In the Committee of
the Whole and In the House.

The text of the bIll, HR. 5835, as

modified, Is as follows:
ER. 5835

Be It enacted by the Senate and House af
Pepresentatives of the United States of
America in Congress assembied,
SECTION 1. SHORT TITLE.

This Act may be cited as the "Omnibus
Budget Reconciliation Act of 1990".
gBc 2. TABLE OF TITLES.

Title I. House Committee on Agriculture.
Title IL House Committee on Banking, Fi-

nance and Urban Affairs.
Title UI. Rouse Committee on Edutton

and Labor.
Title IV. House Committee on Energy and

Commerce.
Title V. House Committee on Interior and

Insular Affairs.
Title VL House Committee on the Judiciary.
Title VII. House Committee on Merchant

Marine and Fisheries.
Title VIII. House Committee on Post Office

and Civil Service.
Title IX. House Committee on Public Works

and Transportation.
Title X. House Committee on Science, Space

and Technology.
Title XL House Committee on Veterans A!-

fairs.
Title Xli. House Committee on Ways and

Means: Spending.
TPtle XIII. House Committee on Ways and

Means: Revenues.
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TITLE 1—COMMITFEE ON AGRICULTURE

SEC. 1001. SHORTTIT'LE:TABLEOFcONTENTS.
(a) SHORT TITLE.—ThIS title may be cited

as the "Agricultural Reconciliation Act of
1990".

(b) TABLE OF C0wrENTs.—The table of con-
tents is as follows:

Sec. 1001. Short title: table of contents.
-Subtitle A—Commodity Programs

Sec. 1101. Triple base for deficiency pay-
ments.

Sec. 1102. Calculation of deficiency pay.
ments based on 12-month aver-
age.

Sec. 1103. Acreage reduction program for
1991 crop of wheat.

Sec. 1104. Acreage reduction programs for
1992 through 1995 crops of
wheat, feed grams, upland
cotton, and rice.

Sec. 1105. Soybean marketing loan.
Sec. 1106. Loan origination and program

service fees.
Sec. 1107. Proven yields for 1991 through

1995 crops of feed grains.
Sec. 1108. End rows to meet acreage reduc-

tion requirements.
Sec. 1109. Surface reservoir encouragement

program and other savings.
Subtitle B—Other Agricultural Programs

Sec. 1201. Authorization levels for REA
loans.

1202. Authorization levels for FmHA
loans.

1203. APHIS Inspection user fee on
International passengers.

1204. Market promotion program.
1205. Integrated farm management

program option.
1206. Other rural development pro-

grams.
Subtitle C—Food Stamp and Related

Provisions
Sec. 1301. Food stamp program.
Sec. 1302. Commodity distribution and sup-

plemental food programs.
Sec. 1303. Distribution of surplus commod-

ities to special nutrition
projects; processing agree-
ments.

Sec. 1304. TEFAP reauthorizations.
Sec. 1305. Nutrition education authoriza-

tion.
Subtitle D—Agriculture Committee

Oversight of Credit
Sec. 1401. Credit activities of government

agencies and Instrumentalities.
Sec. 1402. Report on farm credit and the is-

suance of related notes and the
redemption thereof.

Sec. 1403. Effect of changes in goverxment
policy on farm credit, and agri-
culture.

Subtitle E—Contingent Termination Date
Sec. 1501. Contingent termination date.

Subtitle A—Commodity Programs
SPC. 1101. TRIPLE BASE FOR DEFICIENCY PAY-

MENTS.
(a) IN GNEBAL.—The Secretary of Agri-

culture (hereafter in this title referred to as
the Secretary, unless the context other-
wise requires), in making available to pro-
ducers deficiency payments otherwise au-
thorized by law for each of the 1992
through 1995 crops of wheat, feed grains,
upland cotton, and rice, shall compute the
amount of such payments by multiplying—

(1) the payment rate; by
(2) the payment acres for the crop (as de-

termined under subsection (b)); by
(3) the farm program payment yield for

the crop for the farm.
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(b) PAYMENT AcRzs.—For purposes of sub-

section (a)(2), payment acres for a crop
shall be—

(1) the number of acres planted to the
crop for harvest within the number of acres
obtained by multiplying—

(A) the crop acreage base for the crop for
the farm; by

(B) the base reduction percentage (as de-
termined under subsection (c)): less

(2) the quantity of reduced acreage (as de-
termined under subsection (d)(1)).

(C) BAsE REDUCTION PERCENTAGE.—FOr pur-
poses of subsection (b)(1)(B), the base re-
duction percentage shall be—

(1) in the case of each of the 1992 and
1993 crops. 85 percent:

(2) in the case of the 1994 crop. 80 per-
cent: and

(3) in the case of the 1995 crop. 75 per-
cent.

(d) REDuc &rti PERMITTED ACREAGE.—
(1) REDUCED ACREAGE.—For purposes of

subsection (b)(2), the quantity of reduced
acreage for a crop shall be the number of
acres devoted to conservation uses that is
determined by multiplying—

(A) the crop acreage base; by
(B) the percentage reduction required by

the Secretary under an acreage limitation
program announced by the Secretary.

(2) PEaMfl'TJ ACREAGE.—The remaining
acreage Is hereafter in this section referred
to as 'permitted acreage".

(e) PLANTING C0MM0DrrIE5 ON PERMII-rED
ACREAGE—The Secretary shall permit pro-
ducers on a farm to plant on permitted acre-
age for which the producers do not receive
deficiency payments—

(1) program crops (wheat. feed grains,
cotton, or rice);

(2) oilseeds (soybeans. sunflower, canola,
rapeseed, safflower, flaxseed, mustard seed.
or any other oilseeds the Secretary may des-
ignate);

(3) sweet sorghum, popcorn, guar, sesame,
castor beans, crambe, plantago ovato, triti-
cale, rye, guayule, milkweed, mung bean.
meadowfoam, jojoba, or kenaf;

(4) commodities grown for experimental
purposes, as determined by the Secretary;

(5) commodities for which no substantial
domestic production or market exists, as de-
termined by the Secretary; or

(6 any experimental crop, including
annual herbaceous, or short-rotation woody
crops, the production of which the Secre-
tary determines is necessary to meet
demand or anticipated demand for ethanol
or other biofuels production.

(f) LOAN ELIGIBILITY.—
(1) PROGRAM cRops—Producers on a farm

who devote permitted acreage (for which
the producers do not receive deficiency pay-
ments) to program crops described in sub-
section (e)(1) shall be eligible for loans
under the Agricultural Act of 1949 (7 U.S.C.
1421 et seq.) with respect to the acreage.

(2) OII.sEEDs.—Producers on a farm who
devoted permitted acreage (for which the
producers do not receive deficiency pay-
ments) to otiseeds described in subsection
(e)(2) shall not be eligible for loans under
such Act with respect to the acreage.
SEC. 1102. CALCULATION OF DEFICIENCY PAY-

MENTS BASED ON 12.MONTH AVER.
AGE.

For purposes of calculating deficiency
payments for each of the 1991 through 1995
crops of wheat., feed grains, and rice, the
payment rate for a crop shall be the amount
by which the established price for the crop
exceeds—

(1) in the case of wheat and feed grains.
the higher of—

(A) the lesser of—
(i) the national weighted average market

price received by producers during the mar-
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keting year for the crop, as determined by
the Secretary; or

(ii) the national weighted average market
price received by producers during the first
5 months of the marketing year for the
crop, as determined by the Secretary, plus
10 cents per bushel; or

(B) the loan level determined for the crop;
and

(2) In the case of rice, the higher of—
(A) the national average market price re-

ceived by producers during the marketing
year for the crop, as determined by the Sec-
retary: or

(B) the loan level determined for the crop.
SEC. 1103. ACREAGE REDUCTION PROGRAM FOR

1991 CROP OF WHEAT.

As soon as practicable after the date of
enactment of this section, the Secretary
shall announce an acreage limitation pro-
gram for the 1991 crop of wheat under
which the acreage planted to wheat for har-
vest on a farm would be limited to the
wheat crop acreage base for the farm for
the crop reduced by 15 percent.
SEC. 1104. ACREAGE REDUCTION PROGRAMS FOR

1992 ThROUGH 1995 CROPS OF WhEAT,
FEED GRAINS, UPLAND COTI'ON. AND
RICE.

(a) IN GIL.—Except as provided in
subsection (b), the Secretary shall announce
an acreage limitation program for each of
the 1992 through 1995 crops of—

(1) wheat under which the acreage plant-
ed to wheat for harvest on a farm would be
limited to the wheat crop acreage base for
the farm for the crop reduced by—

(A) in the case of the 1992 crop of wheat.
not less than 6 percent:

(B) In the case of the 1993 crop of wheat.
not less than 5 percent:

(C) in the case of the 1994 crop of wheat.
not less than 7 percent: and

(D) in the case of the 1995 crop of wheat,
not less than 5 percent;

(2) cori, grain sorghum, barley, and oats
under which the acreage planted to the re-
spective feed grain for harvest on a farm
would be limited to the respective feed grain
crop acreage base for the farm for the crop
reduced by not less than 7½ percent;

(3) upland cotton under which the acreage
planted to upland cotton for harvest on a
farm would be limited to the upland cotton
crop acreage base for the farm for the crop
reduced by—

(A) in the case of the 1992 crop of upland
cotton, not less than 15 percent: and

(B) in the case of each of the 1993, 1994,
and 1995 crops of upland cotton, not less
than 20 percent; and

(4) rice under which the acreage planted
to rice for harvest on a farm would be limit-
ed to the rice crop acreage base for the farm
for the crop reduced by—

(A) in the case of the 1992 crop of rice, not
less than 18½ percent;

(B) in the case of the 1993 crop of rice, not
less than 15 percent:

(C) in the case of the 1994 crop of rice, not
less than 14 percent: and

(D) in the case of the 1995 crop of rice.
not less than 10 percent.

(b) STocKs-To-UsE RATI0.—NOtwitllstand-
ing any other provision of law, subsection
(a) shalt not apply to a crop if the Secretary
estimates for such crop that the stocks-to-
use ratio will be less than—

(1) in the case of wheat, 34 percent:
(2) in the case of corn, grain sorghum, and

barley, 20 percent;
(3) in the case of upland cotton, 30 per-

cent; and
(4) in the case of rice, 16 percent. -

SEC. 1105. SOYBEAN MARKETING LOAN.
(a) IN Gig.—In providing loans for

soybeans otherwise authorized by law, the

Sec.

Sec.

Sec.
Sec.

Sec.
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Secretary shall support the price of soy-
beans In each of the 1091 through 1966 mar-
keting year, at a level of act less than $5.25
per hoahel.

(b) LoAn ORIOBIATION Pars.—
(1) Ia suWUAL.—The Secretary shall

charge a producer a loan a latin fee, In
connection with mkhg a loan under sub-
section (a), equal to not more 7 percent of
the amount of the loan.

(2) Lou' sssicxsucy p*ywgwra.—lf the
Secretary charges a lean enlgVlaUon fee for
loam made ton a crop of soybeans under
paragraph (1) and makes loan deficiency
payments for the crop, the Secretary shall
reduce the amount of any such loan defi-
ci CnCY payment by an amount equal to the
amount of the loan orginatlon fee.

(c) VZCTIvZ LoAn R.a,w.—Notwlthstand-
Ing any other provision of this section, the
effective loan rate for a crop of soybeans
(calculated as the loan level for the crop less
any loan origination fees) under this section
shall not be more than $4.87 per bushel.
SEC. IllS LOAN OR1G1NATT AND PROGRAM

8M&VICE PSER
(a) &oas. Horn, Pzantrrs, AND ToRAc-

co—Effective for each of the 1991 through
1995 crops of sugarcane, sugar beets, honey,
peanuts, and tobacco, the Secretary shall
charge the producer a loan origination fee
for a price support loan for such crops equal
to not more 3 percent of the amount of the
loan. The Secretary shall ei'e that fees
imposed for a loan for a crop of peanuts or
tobacco under this suheectlon ahafl be
shared equally between producers and pur-

(b) Wooz..—Effective for each of the 1991
through 1*95 marketIng years for wool and
mohair, In connection with making price
support available for such marketIng years,
the Secretary may charge producers of wool
and mohair' a program service fee equal to
not more 1 percent of the amount of pay-
ments made under the National Wool Act of
1954 (7 U.S.C. 1781 et seq.) for wool and
mohair for such mastetlng year.
SEC. lIST. PROVEN TTELDS FOR 1991 TEROUGII 1995

CROPS OF PEED ChAINS.
Notwithstanding any other provision of

law, effective for each of the 1991 through
1*95 crops of feed grains, the Secretary
shall not ce.lculate farm program payment
yields on the baSis of actual yields of feed
grains, as provided in sectIon 505(a) of the
Agricultural Act of 1949 (as amended by sec-
tIon 1131 of 5. 2830 (as passed by the house
of Representatives on August 3, 1990)).
SEC. 1101. END ROWS TO MEET Al&4GE REDUC-

TION REQUIREMENTS.
Notwithatanding any other provision of

law, producers shall not be allowed to meet
acreage limitation or set-aside requirements
by Idling end rows, as provided In sectlon
1122 of 8. 2830 (as passed by the Rouse of
Representatives on August 3, 1990).
SEC. 1109. SURFACE RESERVOIR ENU)URACEMENT

PROGRAM AND OTHER SAVING&
(a) SuarAcs REsmvoIR.—The Secretary

shall not establish a program to encourage
surface reservoirs, as provided In subtitle C
of tItle XI of 8. 2830 (as passed by the
Houne of Representatives on August 3,
1990).

(b) Or Ssvincs.—Sectlon 201(dN2)(B)
of the Agricultural Act of 1949 (7 U.S.C.
1446(d)(2XB)) i amended—

(1) In clause (1), by striking "the period be-
ginning on Apr11 1, 1988. and ending on De-
cember 31, 1.886. 40 cents" and Inserting
"during calendar year 1091, 5 cents"; and

(2) In clause (11), by striking 'flrst 9
months of 1987, 25 cents" and tmertthg
"calendar years 1062 through 1995, 11.25
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SEC. 1091. SIORIZATSON LEVElS FOR SEA
LOANS.

(a) IN Gsunu..—&ibJect to the other pro-
vIsions of this section and notwithstanding
any other provision of law, for each of fiscal
years 1991 through 1995, loans may be In-
sured In accordance with the Rural Electri-
fication Act of 1936 (7 U.S.C. 901 et seq.)
from the Rural Electrification and Tele-
phone Revolving Fund established under
section 301 of such Act (7 U.S.C. 931) In
amounts equni to the follthg levels:

(I) For fiscal pear 1991, $996,000,000.
(2) For fiscal year 1*92, $032,100,000.
43) For fIscal year 1093, $969,000,000.
(4) For fiscal year 1994, $1,008,000,000.
(5) For fIscal year 1195, $1,048,000,000.
(b) RzDucTloN.—Notwlthstandlng any

other provision of law, for each of fiscal
years 1991 through 1995, the Administrator
of the Rural Electrification Administration
shall reduce the amcamts otherwise made
available for insured loans made from the
Rural Electrification and Telephone Revolv-

.lngPundby-
(1) $224,000,000 for fal year 1991:
(2) $234,000,000 for fiscal year 1992:
(3) $244,000,000 for fiscal year 1993:
(4) $356,000,000 for fiscal year 1994; and
(5) $267,000,900 for fIscal year 1996.
(c) MANDATOILY LsvLs.—Notwfthstand1n*

any other prevision of law, the Administra-
tor shall Insure loans at the lecela author-
ized by this section for each of fiscal years
1991 through 1995.

(dl OuanAnmo Lou's—Notwithstanding
any other provision of law, In carrytng out
the Rural Electrification Act of 1936 (7
U.S,C. 901 et seq.), the Administrator shall
Increase the amounts otherwise made avail-
able to guarantee loans made by legally or-
ganised lending agencies. The loans shall be
guaranteed at 90 percent of the principal
amount of the loan.
SEC. ITS!. AUTHORIZATION LEVELS FOR FuRA

(a) In OEnzRAL.—Subject to the other pro-
visions of this section and notwithstanding
any other provision of law, for each of fiscal
years 1991 through 1995, real estate and op-
erating loans may be Insured, made to be
sold and Insured, or guaranteed In accord-
ance with subtitles A and B, respectively, of
the Consolidated Farm and Rural Develop-
ment Act (7 U.S.C. 1921 et seq.) from the
Agricultural Credit Insurance Fund estab-
lished under section 309 of such Act (7
U.S.C. 1929) In amounts equal to the follow-
ing levels:

(1) For fiscal year 1991, $4,175,000,000, of
which not less than $821,000,000 shall be for
farm ownership loans under subtitle A of
such Act.

(2) For fIscal year 1992, 94,343,000,000, of
which not less than $861,000,000 shall be for
farm ownership loans under subtItle A of
such Act.

(3) Far fIscal year 1993, $4516000000, of
which not less than $895,000,000 shall be for
farm ownership loans under subtitle A of
such Act.

(4) For fIscal year 1.994, $4,697,000,000, of
which not less than $931,000,000 shall be for
farm ownership loans under subtitle A of
such Act.

(5) For fiscal year 1995, $4,886,000,000. of
which not less than $968,000,000 shall be for
farm ownership loans under subtitle A of
such Act.

(b) Arvoanoic-r Os' Insvam AND
anmm Lou's—Subject to subsectiun (C),
the amounts set forth in subsection (a) shall
be apportioned ar fallow

(1) For fiscal year 1991—
(A) $1,019,000,000 for Insured loans, of

which not less than $93,000,000 shall be for
farm ownership io and
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(B) $3,154,000,000 for guaranteed loans, of

which not less than $744,000,000 shall be for
guarantees of farm ownership loans.

(2) For fiscal year 1992—
(A) $1,060,000,000 for Insured loans, of

which not less than $87,000,000 shall be for
farm ownership loans; and

(B) $3,283,000,000 for guaranteed loans, of
which not less than $774,000,000 shall be for
guarantees of farm ownership loans.

(3) For fiscal year 1993—
(A) $1,192,900,000 for Insured loans, of

which not less than $90,000,000 shall be for
farm ownership loans; and

(B) $3,414,000,000 for guaranteed loans, of
which not less than $805,000,000 she,ll be for
guarantees of farm ownership leans.

(4) For fIscal year 1994—
(A) $1,147,000,000 for insured loans, of

which not less than $04,000,000 shall be for
farm ownership loans; and

(B) $3,550,000,000 for guaranteed loans, of
which not less than $837,000,000 shall be for
guarantees of farm ownership loans.

(5) For fiscal year 1995—
(A) $1,192,000,000 for Insured loans, of

which not less than $97,000,000 shall be for
farm ownership loans; and

(B) $3,693,000,000 for guaranteed loans, of
which not less than $871,000,000 shall be for
guarantees of farm ownership loans.

(c) TRANSFER OF FuNDS FROM INSURED TO
GuARAR7 LoANs.—Notwlthstandlng any
other provision of law, for each of fiscal
years 1991 through 1995, the Secretary
shall—

(1) reduce the amounts otherwise made
available for insured loans made from the
Agricultural Credit Insurance Fund by—

(A) $432,000,000 for fIscal year 1991;
(B) $564,000,000 for fIscal year 1993:
(C) $710,000,000 for fiscal year 1993;
(D) $809,000,000 for fIscal year 1994; and
(E) $857,000,000 for fIscal year 1995; and
(2) use the funda made available from the

reduction made In paragraph (1) in the
available amount of Insured loans In each of
the fIscal years to guarantee loans made
from the Fund.

(c) MANDATORY Lrvn,s.—Notwlt.hstanding
any other provision of law, the Secretary
shall make or insure loans at the levels au-
thorized by this sectIon for each of fiscal
years 1991 through 1995.
SEC. 1203. APHIS INSPECTION USER PEE ON INTER.-

NATIONAL PASSENGERS.
(a) IN Qzirsa&i..—The Secretary may pre-

scribe and collect fees to cover the cost of
providing agricultural quarantine and in-
spection services in connection with the ar-
rival at a port in the customs territory of
the United States, or the preclearance or
preinspection at a site outside the customs
territory of the United States, of an interna-
tional passenger.

(b) T*zAsuay.—Any person who collects a
fee under this section shall remit the fee to
the Treasury of the United States prior to
the date that Is 31 days after the close of
the calendar quarter in which the fee is col-
lected.

(c) Acazcuu'vn QuAJwrrrIrs iNsPECTION
Usm Fri Accouzrr.—

(1) Esmauslnszrrr.—There Is established
in the Treasury of the United States a no-
year fund, to be known as the 'Agricultural
Quarantine Inspection User Fee Accourt"
(hereafter In this section referred to as the
"Account"), for the use of the Secretary of
Agriculture for quarantine or Inspection
services under this section.

(2) Azsousrrs IN ACCOUNT.—
(A) DEPosxTs.—All fees collected under

this subsection shall be deposited in the Ac-
count.

CD) AurnoaszArzon or APPROPRIATIONS.—
There are authorized to be appropriated



October 16 1990
amounts in the Fund for use by the Secre-
tory of Agriculture for quarantine or Inspec-
tion services.

(d) Anjvss'znT in Fss AMouwrs.—The
Secretary shall adjust the amount of the
fees to be assessed under this section to re-
flect the cost to the Secretary in—

(1) administerIng this section;
(2) carryIng out the activities at ports In

the cestoms territory of the United States
and preclearance and preinspection sites
outside the customs territory of the United
States in connection with the provision of
agricultural quarantine inspection services;
and

(3) maintainIng a reasonable balance in
the Account
SVC. 1354. MAET PlOII(1T1 PROGRAM.

Notwithstanding any other provision of
law, the Commodity Credit Corporation
8111.11 not make available assistance to carry
out the market promotion program estab-
lished under sectIon 202 of the Agricultural
Trade Act of 1918 (as amended by section
1221(s) of 5. 2830 (as passed by the House
of RepresentatIves on August 3, 1990)) stI
level in excess of $200000000 for each of
the fIscal years 1901 through 1995.
SSC. 1105. INTEGRATED FARM MA!AGE10ENT P110.

GRAM OO%
Notwithstanding any other provision of

law, the Secretary shall only make such fair
and equitable adjusents as the Secretary
determines are appropriate In acreage timi-
tatiosi at set-aside requirements applicable
to producers participating in the integrated
farm management program option estab-
lished under sectIon 1611 of 8.. 2830 (as
passed by the house of Representatives on
August 3, 1990).
SEC. 1206. OTHER RURAL DEVELOPMEN'T PRO-

GRAMS. -

(a) Paoezsrnoii ON IMPL13(ENTATI0N.—
Notwithstanding any other provision of law,
the Secretary shall not expend any funcis to
implement the provisions of title XXV of S.
2830 (as passed by the House of Representa-
tives on August 3, 1990).

(b) APpaopaIArIons.—Notwtthstanding
any other provision of taw titles XIX.
XX, XXI, XXII, XXIII, XXIV. XXVI,
XXVII. and XXVIII of S. 2830 (as passed by
the House of Representatives on August 3,
1990), and the amendments made by such
titles, shall be carried out only as provided
In advance In aproprlatlons Acts.
SabiMie C—i'ssd Stamp and Related Pro'visiean

SEC. 1351. FOOl) STAMP PROGRAM.
(a) Au.oc*rion Poe Joe TRAnIwc PRo-

osau.—Effective October 1, 1990, paragraph
(1) of section 16(h) of the Food Stamp Act
of 1971 (7 U.S.C. 2025(hXl)) is amended to
read as follows:

"(1) The 8ecretary shall allocate among
the State agencies In each fiscal year. from
funds appropriated for such fiscal year
under section 18(aXl), the amount of
$75,000,000 for each of the fiscal years 1991
through- 1995 to carry out the employment
and training program under section 6(dX4),
except as provided In paragraph (3), durIng
the fiscal year.".

(b) ExTENsloll 0? PILOT PR0JECTS.—SeC-
tion 17(bXl) of such Act (7 U.S.C.
2026(bXI)) Is amended by striking "1990"
and Inserting 1995'.

(c) AumoasasTion or ApvRopaIAIlous.—
Section 1aX1) of such Act (7 U.S.C.
2027(aXl)) is amended by striking the first
two sentences and Inserting the following
new sentence: "To carry out this Act, there
are authorised to be appropriated auth
sums as are necessary for each of fiscal
years 1991 through 1995.".

(d) Biocx Gaan'r in Puairro Rico—Effec-
tive October 1, 1990, section I9taX1XA) of
such Act (1 U.S.C. 2028<aXl)(A)) is amended
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by striking "$825,080,080" and all that fol-
lows through "September 30, 1990" and in-
seeting "$974,009,000 for fiscal year 1991,
$1,013,000,000 for fiscal year 1992,
$1,951,000,000 for flacal year 1903,
$1,091,000,000 fat fiscal year 1994, and
$1,133.000,000 for fiscal year 1995".
S&C. 1152. COMMODITY MSillIDtJ'IION AND SUP.

PLNTAL 0000 PROGRAMS.
Effective October 1, 1990, the Agriculture

and Consumer Protection Act of 1973 (7
U.S.C. 612c note) is amended—

(1) in sectIon 4(a). by itrikthg "1986, 1987,
1988, 1989, and 1990" and InsertIng "1991
through 1905"; and

(2) In section 6(aX2), by striking "1986
through 1990" and inserting "1991 through
1995".
SEC. 1303. DISTRIBUTION Of SURPLUS C*)MMOD-

17155 - TO SPECIAL NUTRITION
PROJECES PROCESSING AGREE-
RENTS.

Section 1114(a)(2)(A) of the Agriculture
and Food Act of 1981 (7 U.S.C.
1431e(aX2XA)) is amended by striking
"1990" and insertIng "1995".
SEC. 1304. TEFAP REAUTHORIZATIONS.

The Temporary Emergency Food Assist-
ance Act of .1983 (7 U.S.c. 912c note) is
amended—

(1) effective October 1, 1990, in section
204—

(A) by striking subsections (a) and (b);
(B) by redesignating subsections (c) and

(d) as subsections (a) and (b), respectively;
and

(C) In subsection (a)(1) (as so redesignat-
ed), by striking "ending September 30. 1986,
through September 30, 1990," and Inserting
'1991 through 1995"; and

(2) in sectIon 212, by strIking "1990" and
Inserting "1995'.
SEC. 1305. NVTRITION EDUCATION AUTHORIZATION.

SectIon 1588(a) of the Food Security Act
of 1.985 (7 U.S.C. 3175e) Is amended by strik-
ing '$5.000,000" and all that follows
through the period at the end and Inserting
"$8,000,000 for each of the fiscal years 1991
through 1995.".
Subtitle D—Agrieulture Committee Oversight of

Credit
SEC. 1451. CREDIT sctivmss OP GOVERNMENT

AGENCIES AND INSTRUMENTAUTIES.
(a) In GsziERsL.—Any provision of this Act

and any amendment made by this Act to
chapter 31 of title 31. UnIted States Code, or
any other provision of law, that would have
the effect of restricting the authority of any
corporation owned hi whole or in part by
the Federal Government (such as the Com-
modity Credit Corporation, the Federal
Crop Insurance Corporation, or the Farm
Credit System Assistance Board, or any pri-
vately owned Government-sponsored entity,
such as a Farm Credit Bank, the Federal
Bank for Cooperatives, or the Federal Agri-
cultural Mortgage Corporation) from bor-
rowing from or Issuing obligations to any
person other than the Secretary of the
Treasury or guaranteeing any obligation
Issued by any person shall not take effect.

(b) CERTAin Acrion Paouiazrzn.—Notwlth-
standing any other provision of this Act or
any amendment made by this Act to any
other provision of law, no officer or employ-
ee of the United States may take any action
that would have the effect of Implementing
any provision of. or any amendment made
by, this Act that is described in subsection
(a)-

(c) PEnALTy—Any person violating this
section shall, on conviction, be subject to a
fine of not more than $.10,000 or to lmprls-
omnent for not more than 1 year, or both,
and (if an officer or employee of the Feder-
al Government) shall be removed from
office.
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SEC. 1402. REPORT ON FARM CREDIT AND THE iSSU-

ANCE OF RELATED NOTES AND THE
SEDEJIPI'ION THEREOF.

(a) REPORT REQuuun.—In order to assist
the Committee on Agriculture of the House
0f Representatives in Its oversight of, and
legislatIve activities with respect to, farm
credit and the issuance of related notes and
the redemptIon thereof, and to reduce the
costs associated with credit activities and
the Issuance and redemption of-notes. the
Secretary of the Treasury shall submit an
annual report tothe Committee on Agricul-
ture of the House of Representatives on the
credit activities of the Secretary and the
policies of the Secretary with respect to the
issuance and redemption of notes.

(b) Coirrsirrs or REP0RT.—The annual
report required to be made by the Secretary
of the Treasury under subsection (a) shall—

(1) describe the policies with respect to
the credit activities of the Department of
the Treasury and their effect on availability
and affordability of farm credit;

(2) descrIbe the policies of the Secretary
and the Department with respect to the is-
suance and redemption of notes and the
effect of such policies on the availability,
and affordability and delivery of farm
credit;

(3) contaIn a report on the amount of the
coats, as determined by the Secretary, of
such credit activities and the issuance and
redemption of notes;

(4) IdentIfy actions taken by the Secretary
to reduce costs associated with such credit
activities and the Issuance and redemption
of notes during the period covered by such
report with special emphasis on the effect
of such actions on the availability and of.
fordabluty of farm credit; and

(5) any recommendations for legislative
action which would reduce the coats associ-
ated with the credit activities of the Depart-
ment of the Treasury and the issuance and
redemption of notes with special emphasis
as they relate to the availability, affordabil-
Ity, and delivery of farm credit.

4c) Anai.yszs or Errrcr on Paivarn Camrr
AcTivziiES.—The annual report required to
be made by the Secretary of the Treasury
under subsection (a) shall contain an analy-
81s of the effect of—

(1) government credit activities; and
(2) government policies with respect to

the issuance and redemption of notes,
on private farm credit activities,

(d) Me'rIIoDoI.oGy ron R55ORTIYG on Dz-
TERMINATIONS Of COST.—

(1) In GZNIRAL.—ID determining the cost
of, and in Identifying methods for reducing
the cost of, credit activities and the issuance
and redemption of notes and their effect on
farm credit, the Secretary of the Treasury
shall quantIfy the cost associated with each
type of credit activity and note.

(2) FACTORS TO BE TAKEN INTO ACC0VNT.—ID
quantifying the costs involved with each
type of credit activity and note pursuant to
paragraph (1), the Secretary of the Treas-
ury shall determine—

(A) the volume of each type of credit ac-
tivity and note; and

(B) the costs involved with each type of
credit actMty and the issuance and redemp-
tion of each type of note with respect to any
relevant factor, including—

(I) credit coat;
(II) interest coat;
(iii) management and operational coats;

and -

(iv) expenses incurred in connection with
the issuance and redemption of notes.

Ce) Daruimons.—For purposes of this see-
tion

(1) CamIT scrivzi.—The term "credIt ac-
tivity" includes any borrowing or lending ac-
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tivity and any extensionof credit by or to
any person or governmental entity, includ-
Ing the Issuance of notes In connection with
Such activity.

(2) Non—The term "note" includes any
obligation, including any bill, bond, or other
instrument, Issued In connection with any
credit activity.
SEC. 1403. EFFECT OF CHANGES IN GOVERNMENT

POLICY ON FARM CREDIT, AND AGRI-
CULTURE.

(a) REPORTS REQUIRZD.—The Comptroller
General of the United States and the Secre-
tary of the Treasury shall each submit an
annual report to the Committee on Agricul-
ture of the United States House of Repre-
sentatives on the effect of changes In Feder-
al tax and revenue laws on—

(1) the cost and availability of farm credit:
(2) agrIculture generally;
(3) agricultural production and marketing

and stabilization of prices of agricultural
products and commodities;

(4) the financial condition of banks ex-
tending farm credit;

(5) the animal and dairy Industries;
(6) the forestry industry; and
(7 rural electrification and rural develop-

ment.
(b) RvcozNDArIoN.—Each report re-

quired under subsection (a) shall also con-
tain the recommendations of the Comptrol-
ler General and the Secretary of the Treas-
ury or changes in law or government policy
to reduce Federal spending with special em-
phasis on potential savings that may be
achieved in the operation and administra-
tion of the Department of the Treasury in
order to enhance the activities described in
subsection (a) (1), (2), (3), (4), (5), (6), and
(7), and address the effect of the changes in
tax and revenue laws of the subjects de-
scribed in subsection (a).

(c) EFTECT OF CHANGPS IN TAX L*W5 ON
CREDIT FAcILnxs A1i1 ACTIVITIES—The
first reports required under subsection (a)
shall contain an analysis of the effect of
changes in tax law during the perIod 1980 to
1990 and recommendations for changes in
law or government policy to address the
effect of the changes in tax and revenue
laws during the period from 1980 to 1990 on
the subjects described in subsection (a) and
each subsequent report shall analyze the
effect of changes in tax and revenue law
during the immediately preceding year and
contain recommendations to respond to
changes in tax and revenue law during the
ünxnediately preceding year.

(d) TIMING or REP0RT5.—The first reports
by the Comptroller General and the Secre-
tary of the Treasury pursuant to subsection
(a) shall be submitted no later than July 1,
1991, and each subsequent report shall be
submitted no later than February 1 of each
subsequent year.

Subtitle E—Contingent Termination Date
SEC. 1501. CONFINGENT TERMINATION DATE.

Notwithstanding any other provision of
this title, this title (other than subtitle D of
this title) and the amendments made by this
title shall cease to be effective on July 1,
1992, if legislation to implement an agree-
ment of the Uruguay Round of the General
Agreement on Tariffs and Trade (GATT)
for international agricultural trade is not
enacted on or before June 30, 1992.

TITLE H—COMMII'I'EE ON BANKING,
FINANCE AND URBAN AFFAIRS

SubUtk A—Federal Depoflit InBurance Premiums

SEC. 2001. ELIMINATION OF CEILINGS ON INSUR-
ANCE PREMIUMS AND ANNUAL PREMI-
UM INCREASES.

(a) BANK INstrncE FUND.—Clause (iv) of
section 7(b)(1)(C) of the Federal Deposit In-
surance Act (12 U.S.C. 1817(b)(1)(C)) is

amended by striking "and capitalization,
except that—" and all that follows through
the end of such clause and inserting and
capitalization: and".

(b) SAVINGS ASSOCIATION INsURANCE
FUND—Clause (v) of section 7(b)(l)(D) of

the Federal Deposit Insurance Act (12

U.S.C. 1817(b)(l)(D)) is amended by striking
"and capitalization, except that—" and all
that follows through the end of such clause
and inserting 'and capitalization: and".

SEC. 2002. FOIC AUTHORITY TO ADJUST ASSESS-
MENT RATES MORE FREQUENTLY
THAN ANNUALLY.

(a) BANK INsURANCE FUND—Section
7(b)(1)(A) of the Federal Deposit Insurance
Act (12 U.S.C. 1817(b)(1)(A)) is amended—

(1) by striking clause (i) and inserting the
following new clause:

"(i) AUTHORITY TO ESTABLIsH RATEs—The
Corporation shall set assessment rates for
Insured depository Institutions at such times
as the Corporation, in the sole discretion of
the Corporation, determines to be appropri-
ate."; and

(2) by striking clause (iii) and inserting
the following new clause:

"(iii) ANNOUNCEMENT 0? RATE CHANGES—If
the Corporation changes the assessment
rate, the Corporation Shall provide public
notice of such change on or before the be-
ginning of the 60-day period ending on the
date such change takes effect.".

(b) TECHNICAL. AND CONFORMING AMEND-
MEN'rs.—

(1) Section 7(b)(1)(A)(ii) of the Federal
Deposit Insurance Act (12 U.S.C.
1817(b)(1)(A)(ii)) is amended by striking
annual".
(2) Section 7(b)(1) of the Federal Deposit

Insurance Act (12 U.S.C. 1817(b)(l)) is
amended—

(A) in subparagraph (C)(iv) (as amended
by section 2001(a) of this title)—

(i) by striking "on January 1 of a calendar
year" and inserting for any period': and

(ii) by inserting ', in the sole discretion of
such board," after rate determined by the
Board of Directors: and

(B) in subparagraph (D)(v) (as amended
by section 2001(b) of this title)—

(i) by striking 'on January 1 of a calendar
year" and inserting for any period': and

(i),by inserting ", in the sole discretion of
such board," after 'rate determined by the
Board of Directors'.

(3) Section 7(d)(l)(A) of the Federal De-
posit Insurance Act (12 U.S.C.
1817(d)(l)(A)) is amended—

(A) by striking 'By September 30 of each
calendar year," and inserting Before the
beginning of the 60-day period ending on
the 1st day of each semiannual period": and

(B) by striking the succeeding calendar
year" and Inserting such semiannual
period".

(4) Section 7(d)(2) of the Federal Deposit
Insurance Act (12 U.S.C. 1817(d)(2)) is
amended—

(A) in subparagraph (A), by striking in
the coming year" and inserting in the
coming semiannual period"; and

(B) in subparagraph (B)—
(i) by striking 'succeeding year' each

place such term appears and inserting suc-
ceeding semiannual period"; and

(Ii) by striking succeeding calendar year"
and Inserting "succeeding semiannual
period".

(5) Section 7(d)(3) of the Federal Deposit
Insurance Act (12 U.S.C. 1817(d)(3)) is
amended—

(A) in subparagraph (A), by striking 'in
the coming year" and inserting in the
coming semiannual period"; and

(B) In subparagraph (B)—
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(i) by striking succeeding year" each

place such term appears and inserting sue
ceeding semannuaI period': and

(ii) by striking succeeding calendar year

and inserting succeeding semiannual
period'.

Subtitle B—FHA Mortgage Insurance

SEC. 2101. INCREASE IN MORTGA(;E LIMIT.

Section 203(b)(2) of the National Housing

Act (12 U.S.C. 1709(b)(2)) i amended by
striking 150 percent (185 percent until Oc•
tober 31, 1990) of the dollar amount speci-
fied" and inserting the following: 185 per-
cent of the dollar amount specifed.
SEC. 2102. MORTGAGOR EQUITY.

Section 203(b)(2) of the National Housing
Act (12 U.S.C. 1709(b)(2)) is amended by
adding at the end the following new undes
ignated paragraph:

'Notwithstanding any other provision of
this paragraph, a mortgage may not involve
a principal obligation (including such initial
service charges, appraisal, inspection, and
other fees as the Secretary shall approve) in
excess of 98.75 percent of the appraised
value of the property (97.75 percent, in the
case of a mortgage with an appraised value
in excess of $50,000), plus the amount of the
mortgage insurance premium paid at the
time the mortgage is insured. For purposes
of the preceding sentence, the term ap-
praised value' means the amount set forth
in the written statement required under sec-
tion 226, or a similar amount determined by
the Secretary if section 226 does not
apply.".
SEC. 2103. MORTGAGE INSURANCE PREMIUMS.

(a) PRZMIUM5.—Section 203(c) of the Na-
tional Housing Act (12 U.S.C. 1709(c)) is
amended—

(1) by inserting (1)" after (c)";
(2) by striking the last sentence: and
(3) by adding at the end the following new

paragraph:
(2) Notwithstanding any other provision

of this section, each mortgage secured by a
1- to 4.family dwelling and insured on or
after October 1, 1994, shall be subject to the
following requirements:

'(A) The Secretary shall establish and col
lect, at the time of insurance, a singie pre
mium payment in an amount equal to 2.25
percent of the amount of the original in-
sured principal obligation of the mortgage.
Upon payment in full of the principal obli
gatlon of a mortgage prior to the maturity
date of the mortgage, the Secretary shall
refund all of the unearned premium charges
paid on the mortgage pursuant to this sub-
paragraph.

"(B) In addition to the premium under
subparagraph (A). the Secretary shall estab
lish and collect annual premium payments
in an amount equal to 0.50 percent of the
remaining insured principal balance for the
following periods:

(i) For any mortgage involving an origi•
nal principal obligation that is less than 90
percent of the appraised value of the prop..
erty (as of the date the mortgage is acceptS
ed for insurance), for the first 11 years of

the mortgage term.
(ii) For any mortgage involving an origi.

nal principal obligation that is greater than

or equal to 90 percent of such value, for the

first 30 years of the mortgage term: except
that notwithstanding the matter preceding
clause (i), for any mortgage involving an
original principal obligation that is greater
than 95 percent of such value, the annual
premium collected during the 30-year period
under this clause shall be in an amount
equal to 0.55 percent of the remaining in•
sured principal balance.'.

(b) TRANSITION PROVI5ION5.—NOtWi '
standing section 203(c) of the Natiot-I
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Housing Act (as amended by subsection (a)),
mortgage Inaurance premiums on mortgages
insured under sectbon 203(b) at such Act
during fiacal years 1.101 through 1094 shall
he subject to the following requfremits:

(1) 1901 AD 1992.—For mortgages Insured
during fiscal years 1991 ..xal 1912 (t alter
the date of the effectiveness of tons
issued under subsection (c)), the Secretary
shall estahll.sh and collect the ZO&IOWIng pre

(A) Up-enogr.--At the that of Insurance, a
single premium payment in an aaount
equal to 3.80 percent of the amount of the
original insured principal obligation of the
mortgage.

(B) AIQNVAL.—In addition to the premium
under subparagraph (A), annual premium
payments In an amount equal to 0.50 per-
cent of the remaining Insured principal bal-
ance, for any mortgage Involving an original
principal obligation that Is—

(i) less than 90 percent of the appraised
value of the property (as of the date the
mortgage Is accepted for Insurance), for the
fh'st 5 years of the mortgage term;

(Ii) greater than or equal to 90 percent of
such value but equal to or less than 95 per-
cent of such value, for the fIrst 8 years of
the mortgage term: and

(iii) greater than 95 percent of such value,
for the first 10 years of the mortgage term,

t) 1993 AaD 1994.—For nex-tgages insured
during fiscal years 1993 and 1994, the 8ccre-
tary shall establish and collect the following
prenilunts

CA) Up-rsowr.—At the tune of Insurance, a
single premium payment in an amount
equal to 3.00 percent of the amount 01 the
original Insured principal obligation of the
mortgage.

(B) ANNUAI..—ln a&litlon to the premium
under subparagraph (A), annual premium
payments In an amount equal to 0.50 per-
cent of the remaining Insured principal bal-
ance, for any mortgage involving an original
principal obligation that is—

Ci) less than 90 percent of the appraised
value of the property (as of the date the
mortgage Is accepted for Insurance), for the
first 7 years of the mortgage term

(Ii) greater than or equal to 90 percent of
such value but equal to or less than 95 per-
cent of such value, for the first 12 years of
the mortgage term: and

(iii) greater than 95 percent of such value.
for the first 30 years of the mortgage term.

(3) Rsytnns.—Wtth respect to any mort-
gage subject to premiums under this subsec-
tion, the Secretary shall refund all of the
unearned premium charges paid on a mort-
gage pursuant to paragraph (1XA) or (2)(A)
upon payment In full of the principal obli-
gation of the mortgage prior to the maturi-
ty date.

(c) REGUt*Tlows.—The Secretary shall
issue regulations to carry out this section
and the amendments made by this section
not later than the expiration of the 00-day
period beginning on the date of the enact-
ment of this Act.
SEC 21M. MUTUAL IIORTGAGE INSURANCE 'UND

INgrKIBUTIOr4S-
ction 205 of the National Housing Act

(12 U.&C. l'lll) Is amended by adding at the
end the following new subsection:

"Ce) In determining whether there Is a
surplus for distribution to mortgagors under
this section, the Secretary shall take into
account the actuarial statim of the entire
Fund;'.
SEC. 6106. ACTUARIAL SOU1NESS OF VTUAL

MORTGAGE IN&JRAM PtThd).
Section 205 of the National Heeng Act

(12 U.&C. 1711), es amended by the preced
ing provisions of this Act. Is further ani-
ed by adding at the end the following uew
subsections

"(f)(1) The Secretary shall ensure that
the Mutual Mortgage Issuranee Fund at-
tatna a capital ratio of not lees than 1.25
percent wIthin 24 months after the date of
the enactment of this subsection.

(2) The Secretary shall ensure that the
Mutu&l Mortgage bmn'ance Fend attains a
capital ratio of not less than 2.0 percent
wIthin 10 years alter the date of the enact-
ment 01 thIs subsection, and shall ensure
that the Fund maintains at least such cap-
ital ratio at all times thereafter.

"(8) Upon the expiration 01 the 84-month
period beginning on the date of the enact-
ment 01 this subsection, the Secretary shall
suinnit to the Congress a report deacribing
the actions the Secretary will take to ensure
that the Mutual Mortgage Insurance Fund
attains the c&pttsl ratio required under
paragraph (2).

"(4) For purposes of this aubsect1on.
"(A) The term 'capital' means the eco-

nemic net worth of the Mutual Mortgage
Insurance Fund, es determined by the Sec-
retary under the annual at required
under section 538.

"(B) The term 'capital ratio' means the
ratio of capital to unamorthed Insurance-In-
force.

'(C) The term 'economic set worth'
means the current cash available to the
Fund, plus the net present value of all
future cash Inflows and outflows expected
to result from the outattth%g mortgages in
the Fund.

"CD) The term 'unamortised Insurance-In-
force' means the remaining obligation on
outstanding mortgages which are obliga-
tions of the Mutual Mortgage Insurance
Fund, as estimated by the Secretary.

"(g) The Secretary shall provide for an In-
dependent actuarial study of the Mutual
Mortgage Insurance Fund to be conducted
annually and shall report annually to the
Congress regarding the financial status of
the Fund.

'th)( 1) If, pursuant to the Independent
annual actuarial study of the Mutual Mort-
gage Insurance Fund required under subsec-
tion (g), the Secretary determines that the
Mutual Mortgage Insurance Fund Is not
meeting the operational goals under para-
graph (2), the Secretary may not Issue dis-
tributions, and may, by regulation, propose
and Implement any adjustments to the In-
surance premiums under section 203(c) or
section 2103(b) of the Omnibus Budget Rec-
oncinatlon Act of 1990, or any other pro-
gram requirements established by the Sec-
retary emary to achieve such goals.
Upon determining that a premium or other
change Is appropriate under the preceding
sentence, the Secretary shall Immediately
notify Congress of the proposed change and
the reasons for the change. Any such premi-
um change shall not take effect before the
expiration of the 90-day period beginning
upon such notification.

"(2) The operational, goals referred to In
paragraph (1) shall be—

"(A) maintaining an adequate capital
ratio;

"(B) meeting the needs of homebuyers
with low downpayments and first-time
hornebuyers by providing access to mort-
gage credit; and

"(C) minimizing the risk to the Fund and
to homeowners from homeowner defan.lt,".
SEC. 2106. PERIODIC MORTGAGE INSURANCE

SAFETY ANt) SOUNDNESS PREMIUM.
Section 203(e) of the National Housing

Act (12 U.S.C. 1709(c)), as amended by the
preceding provisions of this Act, Is further
amended by e.iidlng at the end the following
new paragraph:

"(3) Notwithstanding any other provision
of law, the Secretary way require payment
on an mortgages that am obligations of the
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Mutual Mortgage Insurance Fund of an ad-
ditional premium charge on a periodic basis
as determined by the Secretary to be con-
sistent with sound actuarial practice. Such
determination shall be in accordance with
the findings of the annual actuarial study of
the Mutual Mortgage Insurance Fund re-
qtzlred under section 205(g). The additional
premium charge for each mortgage may not
exceed an amount amount equal to 0.50 per-
cent per year of the remalnIn Insured prin-
cipal balance of the mortgage.".
SEC 2107. HOME EQUITY CONVERSION MORTGAGE

INSURANCE DEMONSTRATION.

Ca) TERMINATIOR Dars.—The first sen-
tence of section 225(g) of the National
Housing Act (12 U.S.C. 1715z-20(g)) Is

amended by strIking "September 30, 1991'
and inserting "September 30, 1995".

(b) NUMBER OF MORTGAGES INsuaxn.—Sec-
tion 255(g) of the National Housing Act (12
U.S.C. 1715z-20(g)) is further amended by
striking the second sentence and inserting
the following new sentence: "The total
number of mortgages Insured under this sec-
tion may not exceed 25,000.".

Subtitle C—Auction of Federally busied
)1.rtgag

SEC. 22I. AUCTION ALTERNATIVE TO ASSIGNMENT
Of MORTGAGES.

(a) Aucrrou.—SeCtIOfl 221(gX4) of the Na-
tional Housing Act (12 U.S.C. 17151(gX4)) is
amended by adding at the end the foliowlng
new subparagraph:

In lieu of accepting assignment of
the original credit Instrument and the mort-
gage securing the credit Instrument under
subparagraph (A) In exchange for receipt of
debentures, the Secretary may provide for
the sale under this subparagraph of the
beneficial interests In the mortgage loan
through auction and sale of the mortgage
loan, participation certificates, or other
mortgage-backed obligations in a form ac-
ceptable to the Secretary, unless the mort-
gagee can demonstrate to the satisfaction of
the Secretary that such auction and sale
will be less economically advantageous to
the mortgagee than the receipt of deben-
tures. The Secretary shall provide that any
beneficial Interest auctioned and sold under
this subparagraph are sold at a price, to be
paid to the mortgagee, of par plus accrued
Interest to the date of sale. The sale price
shall also Include the right to a subsidy pay-
ment described in clause (vill). The Secre-
tary may, when appropriate, adjust the
price paid to the mortgagee to equal the net
present value of the debentures that the
mortgagee would have received pursuant to
assignment under subparagraph (A).

"(ii) The Government National Mortgage
Association (In this subparagraph referred
to as the 'Association') shall conduct public
auctions under this subparagraph on behalf
of the Secretary to determine the lowest In-
terest rate necessary to carry out a sale of
the beneficial interests in the original credit
Instrument and mortgage securing the
credit instrument.

"(lii) Any mortgagee who elects to assign a
mortgage shall provide to the Association
and persons bidding at an auction under
this subparagraph a description of the char-
actertsties of the original credit Instrument
and the mortgage securing the credit Instru-
ment, which ahali Include statements of the
principal mortgage balance, the original
stated Interest rate, any service fees, the
real estate and tenant characteristics of the
property secured by the mortgage, the level
and duration of any applicable Federal sub-
sidies, the status of the property with re-
spect to eligibility to prepay the mortgage
under to the Emergency Low Income Rous-
ing Preservation Act of 1981, whether the
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owner has filed a notice Of Intent to prepay
the mortgage under such Act or any other
notice required under such Act, any Incen-
tives provided under such Act In lieu of pre-
payment, and any other Information deter-
mined by the Association to be appropriate.

"(iv) Upon receipt of the Information
under clause (ill) regarding a mortgage, the
Association shall promptly provide iotice of
any auction with respect to the mortgage
and publish such Information In advance of
the luction. To promote administrative effi-
ciency, the Association may conduct the
auction at any time during the e-month
period beginning upon notice by the mort-
gagee of election to assign the mortgage.
Notwithstanding the preceding sentence,
the Association may not conduct any auc-
tion before the expiration of the 2-month
period beginning upon notice and publica-
tion under this clause.

"(v) In any auction under this subpara-
graph, the Association shall accept the
lowest Interest rate bid for purchase by any
bidder determined by the Association to be
acceptable. The Association shall cause the
bid to be published In the Federal Register.
Settlement for the sale of the credit Instru-
ment and the mortgage securing the credit
Instrument shall occur not later than 30
days (not Including Saturdays, Sundays, and
legal public holidays) after the date of the
selection of the accepted bid.

"(vi) If no bids are received or the bids
that are received are not accepted by the
Association, the mortgagee shall retain all
rights under this paragraph to assign the
mortgage loan to the Secretary. The Asso-
ciation may determine that a bid is unac-
ceptable if the Association determines that
the bid is at a price that would result in
costs to the Federal Oovernment exceeding
the costs Incurred if the mortgage were to
be assigned to the Secretary under subpara-
graph (A).

"(vU) The holder of a mortgage, represent-
ative of the holder of a mortgage, and enti-
ties affiliated with the holder of the mort-
gage may not participate In the auction
under this subparagraph unless the holder,
representative, or affiliate Is also providing
secondary financing for the project secured
by the mortgage for the purpose of (I) re-
solving the physical and financial needs of
the project, or (U) enabling a purchaser to
acquire a project that Is ellgible low Income
housing (as such term is defined under the
Emergency Low Income sousing Preserva-
tion Act of 1987) and preserve its use as
housing affordable for low- and moderate-
Income families.

"(VIII) In carrying out an suction under
this subparagraph, the Secretary shall
agree to provide a monthly Interest subsidy
payment from the General thsurance Fund
to the holder of the original credit Instru-
ment and the mortgage securing the credit
thntrument (and any assigns of the holder
who are approved by the Secretary). The
subsidy payment shall be paid on the first
day of each month In an amount equal to
the difference between the stated interest
due on the mortgage loan (less any servicing
fee) and the lowest interest irate necessary
to provide for £aie of the participation cer-
tificate for the ema1n1ng unpaid principal
balance plus accrued interest on the mort-.
gage loan. Each interest ub3idy payment
hafl be treated by the holder of the mort-
gage as hiterest paid on the mortgage. The
interest subsidy payment 8hall be provided
until the earlier of—

"(I) the maturity date of the loan;
"(II) prepayment of the mortgage loan; or
"(XXI) default and fuil payment of Inur-

ance benefits on the mortgage loan by the
Secretary.

CONGRESSIONAL RECORD — HOUSE
'(ix) The Secretary, or the Association on

behalf of the Secretary, may require that
the loans auctioned under this subpara-
graph be sold together with servicing rights
as whole loans if the Secretary determines
that the Inclusion of servicing rights will
further the financial Interests of the Feder-
al Oovernxnent. To further maximize the In-
terest of the Federal Government, the Sec-
retary may also acquire the servicing rights
and hold a separate auction of the rights.

"(x) This subparagraph may not be con-
strued to alter, limit, or impair any low
Income use restrictions applicable to any
project under the original regulatory agree-
ment for the project, any revised agreement
entered Into pursuant to the Emergency
Low Income Housing Preservation Act of
1987, or any other agreement for the provi-
sion of Federal assistance to the housing or
Ith tenants. This subparagraph may not be
construed to alter the affordability and low
Income use restrlctiona agreed to by owners
of projects insured with mortgages under
this Act.

"(xi) The provisions of this subparagraph
shall not apply after September 30, 1995.".

(b) hm.i'rAfloN.—The Secretary shall
Implement the provisions under the amend-
ment made by subsection (a) not later than
30 days after the date of the enactment of
this Act. The provisions shall not be subject
to prior issuance of regulations and notice
in the Federal Register. The Secretary shall
Issue regu1ation to carry out the provisions
under the amendment not later than 6
months of the date of the enactment of this
Act.

(c) REp0RT.—The Secretary of }Iousing
and JJrban Development shall submit a
report to the Congress, not later than the
expiration of the 1-year period beginning on
the date of the enactment of this Act, re-
garding any actions taken under section
221(g)(4)(C) of the National Rousing Act (as
amended by this section). The report shall
include Information regarding the number
of mortgages auctioned and sold and their
value, the amount of subsidies committed
under this program, the number of mort-
gages transferred to preferred mortgagees,
the ability of the Secretary th coordinate
this program with the incentives provided
under the Emergency Low Income Housing
Preservation Act of 1987, and the costs and
benefits derived from this program for the
Federal Government.

Subtitle D—Crime azd F'ood Xrzurance
PrO?am

SEC. SOI. CRIME SURANCE PROGRAM.
(a) xSION 0? GENAL Av'rxoRxry.—

Section 1201(b) of the National Housing Act
(12 U.S.C. 1749bbb(b)) xnended by strik-
ing "September 30, 1991" in the matter pre-
ceding paragraph (1) nd Inserting 'Septem-
ber 30, 1995".

(b) ComNvATxoN OF Exxsma Cow-
1tAcTh.—Section 1201(b)(1) o the National
Housing Act (12 U.S.C. 749bbb(b)(1)) !
amended by strikIng "September 30, 1992"
nd insertIng "September 30, 1996".(c) Etsio o Irxmr1oN o Pi•
uis.—Section 42(c) of the Housing and
Community Development Act of 198'l (12
U.S.C. 1'49bbb-1Oc note) Is amended by
striking "September 30, 1991" nd Inserting
"SepteEiber 30, 195".
SEC. FLOOD SURANCE PROGRAM.

(a) ExsxoN 0? GRAL AuTioRx'rY.—
Section 1319 of the National Flood Insur-
once Act of 1968 (42 U.S.C. 4026) s amended
by striking "September 30, 1991' nd Insert-
Ing 'September 30, 1995".

(b) ExsIos OP EwcT PROGRAM.—
Section 1336(a) of the National Flood thsur-
ance Act of 1968 (42 U.S.C. 4056(a)) is
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amended by striking "September 30, 1991'
and Inserting 'September 30, 1995".

(c) EXTzrsIoN 0? LIMITATION ON PREMI.
tYMs.—8ection 541(d) of the Housing and
Community Development Act of 1987 (42
U.S.C. 4015 note) is amended by striking
"September 30, 1991" and Inserting 'Sep-
tember 30, 1995".

(d) ExTzrsIoN OF EROSION PROvISIONs.—
Section 1306(cX7) of the National Flood In-
surance Act of 1968 (42 U.S.C. 4013(c)(7)) is
amended by striking "September 30, 1991"
and InsertIng "September 30, 1995".

(e) INCLtYSI0N OF Cosrs ni PIIEMItYM5.—
(1) ESTIMATES OF PBIUM RATEs.—Section

1307(a) of the National Flood Insurazce Act
of 1988 (42 U.S.C. 4014(a)) is amended—

() in paragraph (1)(B)(i), by striking
"and" at the end;

(B) in paragraph (1)(B)(ii), by Inserting
"and" after the comma at the end;

(C) In paragraph (1)(B), by tnserting at
the end the following new clause:

'(ill) any remaining administrative ex-
penses incurred In carrying out the flood in-
surance and floodplain management pro-
grams (including the costs of mapping ac-
tivities under section 1360) not Included
under clause (Ii), which shall be recovered
by a fee charged to policyholders and such
fee shall not be subject to any agents' com-
missions, company expense allowances, or
State or loca' premium taxes,"; and

(D) in paragraph (2), by inserting after
"title" the following: ", and which, together
with a fee charged to policyholders that
shall not be not subject to any agents' com-
mission, company expenses allowances, or
State or local premium taxes, shall include
any administrative expenses incurred in car-
rying out the flood insurance and floodplain
management programs (including the costs
of mapping activities under section 1360)".

(2) EsTLIs1mrEwr OP CRARGEALE PREMItYM
s.—Section 1308 of the National Flood
Insurance Act of 1968 (42 U.S.C. 4015) is
amended—

(A) in subsection (b)—
(i) by atriking 'and" at the end of para-

graph (2);
(ii) by redesignating aragraph (3) as

paragraph (4); and
(ill) by insertIng after paragraph (2), the

following new p&ragraph:
"(3) adequate, together with the fee under

paragraph (1)(B)(iii) or (2) of section
1307(a), to provide for any administrative
expenses of the flood Insurance and flood-
plain management programs (including the
costs of mapping activities under section
1360), nd"; and

(B) by striking subsection (d) and insert.
Ing the following new subsection:

"(d) With -espect to any chargeable pre-
miwn rate prescribed under this section, a
um equal to the portion of the rate that
covers any dm1xdstrative expenses of carry-
Ing out the flood hisurance and floodplain
mn&gement programs which have been es-
timated undei paragraphs (1)(B)(ii) and
(1)(B)(iii) of section 1307(a) or paragraph
(2) of such section (including the fees under
such paragraphs), shall be paid to the Direc-
tor. The Director shall deposit the sum in
the NtioxmI Flood Insurance Fund estab-
Ushed under section 1310.".

(3) NATIONAL FLOOD XN5tYRANCE rtYNn.---Sec-
tion 1310(a)(4) of the National Flood Insur-
ance Act of 1968 (42 U.S.C. 4017(a)(4)) is
amended to read s follows:

"(4) to the extent approved in appropria-
tions Acts, to pay any dmlnistrative ex
penses of the flood lnsurince and floodplain
management programs (including the costs
of mapping actLvltles under section 1360):
and".
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(41) ADMINISThATIVE Nsrsgs.—Section

1375 of the National Flood Insurance Act of
1968 (42 U.SC. 41126) is amended by striking
progra2n" and all that follows and insert-
ing the following: "and floodplain manage-
ment programs authorized under this title
may be paid with amounts from the Nation-
al Flood Insurance Fund (as provided under
section 1310(a)(41)), subject to approval In
appropriations Acts.".

(5) Excmxoa vo LIISITATION ON NREaIUN1
lncnaszs.—NotwithstandiflZ section 5411(d)
of the Housing and Community Develop-
ment Act of 1987 (412 U.S.C. 41015 note) (as
amended by this section), the premium
rates charged for flood insurance under any
program established pursuant to the Na-
tional Flood Insurance Act of 1968 may be
increased by more than 10 percent durinR
fiscal year 1991, except that any increase in
such rates not resulting from the inclusion
in chargeable premium rates of adininistra-
tive expenses of the flood insurance and
floodplain management programs (pursuant
to the amendments made by this subsec-
tion) may not exceed 10 percent.

Smiltie E—Banking Coaulttes Oversight of
Credit

SEC. 2401. CREDIT IVITIES OF GOVERNMENT
AGENCIES AND INSTRUMENTAUTY.

(a) IN GENERaL—Any provision of this Act
and any amendment made by this Act to
chapter 31 of title 31, United States Code, or
any other provision of law, which would
have the effect of restricting the authority
of any corporation owned in whole or in
part by the Federal Government, such as
Amtrak, the Tennessee Valley Authority or
the Saint Lawrence Seaway Development
Corporation, or any privately owned Gov-
ernment-sponsored entity, such as a nation-
al bank, Federal savings association, or Fed-
eral credit union, from borrowing from or is-
suing obligations to any person other than
the Secretary of the Treasury or guarantee-
ing any obligation issued by any person
shall not take effect.

(b) CERTAIN Ac'rxoNs PROrnBrrzD.—Not-
withstanding any other provision of this Act
or any amendment made by this Act to any
other provision of law, no officer or employ-
ee of the United States may take any action
which would have the effect of implement-
ing any provision of, or any amendment
made by. this Act which is described in sub-
section (a).

(c) VIox,anoN Tamvm as VIOLATION ON
AnTIDEFICIENCY AcT.—Any violation of sub-
section (b) shall be treated as a violation of
section 13411(a) of title 31, UnIted States
Code.
sac. soa aIaIrOre'lr ON cnaonr AND ma ussuclz

ON NOTES AND TNE

(a) RaroaT Rquxam.—1n order to assist
the. Committee on ank1ng, Finance and
Urban Affairs of the House of epreaenta-
tives in its oversight of, and legislative ac-
tivities with respect to, money and credit
and the issuance of notes and the redemp-
tion thereof, and to reduce the costs aesoci-
ated with credit activities and the issuance
and redemption of notes, the Secretary of
the Treasury shall submit an annual report
to tha Committee on ISanking. Finance and
Urban Affairs of the House of iepresenta-
tivas on the credit activities of the Secretary
and the policies of the Secretary with re-
spect to the issuance and redemption oil
Dotes.

(Is) Copnm'ma 01? H1o1s'r,—The annual
report required to be made by the Secretary
of the Treasury under subsection (a) shall—

(1) describe the policies with respect to
the credit activities of the Department of
the Treasury;

(2) describe the policies of the Secretary
and the Department with respect to the is-
suance and redemption of notes:

(3) contain a report on the amount of the
costs, as determined by the Secretary, of
such credit activities and the issuance and
redemption of notes;

(41) identIfy actions taken by the Secretary
to reduce costs associated with such credit
activities and the issuance and redemption
of notes during the period covered by such
report; and

(5) any recommendations for legislative
action which would reduce the costs associ-
ated with the credit activities of the Depart-
ment of the Treasury and the issuance and
redemption of notes.

(c) As&aLYsxs ON E5'NECT ON PRIvATE CameT
AcrxvzTIzs.—The annual report required to
be made by the Secretary of the Treasury
under subsection (a) shall contain an analy-
sis of the effect of—

(1) government credit activities; and
(2) government policies with respect to

the Issuance and redemption of notes,
on private credit activities.

(d) MznionoLocy NOR REPORTING ON Ds-
TERMINATION ON CosTs—

(1) IN GsIUmRAL.In determining the cost
of, and in identifying methods for reducing
the cost of, credit activities and the issuance
and redemption of notes, the Secretary of
the Treasury shall quantify the cost associ-
ated with each type of credit activity and
note.

(2) Facroas TO as TAXER INTO accousrr.—In
quantifying the costs involved with each
type of credit activity and note pursuant to
paragraph (1). the Secretary of the Treas-
ury shall determine—

(A) the volume of each type of credit ac-
tivity and note; and

(13) the costs involved with each type of
credit activity and the issuance and redemp-
tion of each type of note with respect to any
relevant factor, Including—

(i) credit cost:
(ii) interest cost;

(iii) management and operational costs;
and

(iv) expenses incurred In connection with
the issuance and redemption of notes.

(e) DxrIwrnoNs.—For purposes of this sec-
tion—

(1) Cxtanrr acrxvrr.—The term "credit ac-
tivity" includes any borrowing or lending ac-
tivity and any extension of-credit by or to
any person or governmental entity, includ-
ing the issuance of notes in connection with
any such activity.

(2) N0TE—The term "note" includes any
obligation, including any bill, bond, or other
Instrument, issued in connection with any
credit activity.
SEC. 2453. ENIYISCI? ON CHANGES 114 GOVERNMENT

NOLUCY ON CgEDmr, MOUSING, UIUIISAPUI
DEviaLorugrUrir, naima AND 91'IlIE

DANIAING Ir4DUgT12(, AND NONETAIRY
NOLUCY.

(a) Rmosxs Hquxnm.—The Comptroller
General of the United States and the Secre-
tary of the Treasury shall each submit an
annual report to the Committee on Hank-
Ins, Finance and Urban Affairs of the
United States House of Hepresentatives on
the effect of changes in Federal tax and rev-
enue laws on—

(1) the cost and availability of credit;
(2) the cost and availability oil public and

private housing;
(3) the progress of urban development;
(41) the financial condition of banks and

the banking industry; and
(5) the conduct of Federal monetary

policy and the operation of the Federal Re-
serve System.

(b) RSco NDATII0IU.—ESch report re-
qufrad under subsection (a) ahall also con-
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tam the recommendations of the Comptrol-
ler General and the Secretary of the Treas-
ury for changes In law or government policy
to reduce Federal spending and address the
effect of the changes in tax and revenue
laws on the subjects described in subsection
(a).

(C) ENNecT 01? CRUANGES IN TAx L*ws ON
Cllumrm FACILITIES awn AcrxvrrlEs.—

(1) lID oaann.AL.—The first reports required
under aubaection (a) shall contain an analy-
sis of the effect of chanEes in tax law during
the period 1980 to 1990 and recommends-
.tions for changes in law or government
policy to address the effect of the changes
in tax and revenue laws during the period
from 1980 to 1990 on the subjects described
In subsection (a) and each subsequent
report shall analyze the effect of changes in
tax and revenue law during the immediately
preceding year and contain recommenda-
tions to respond to changes in tax and reve-
nue law during the immediately preceding
year.

(2) ANALYSIS 01? ENTECT OP 1586 AND 11581
TA acTs ON SAVINGs AND LOAN cRIsIs.—In ad-
dition to the requirement of paragraph (1)
relating to the first reports required under
subsection (a). such reports shall contain a
detailed analysis of the extent to which the
abrupt changes in the tax consequences of
various kinds of investment activities as a
result of the enactment of the Tax Reform
Act of 1986 and the Economic Recovery Tax
Act of 1981, and the effect such changes
had on real property values and institutions
which provide credit with respect to such in-
vestment activities and property, contribut-
ed to the rapid escalation of the crisis in the
savings and loan industry in 1987 and 1988.

(d) TIMING 01? REPORTS.—The first reports
by the ComptroUer General and the Secre-
tary of the Treasury pursuant to subsection
(a) shaU be submitted no later than July 1.
1991, and each subsequent report shall be
submitted no later than February 1 of. each
subsequent year.

TI1'LE Ui-gllUCATION AND LABOR
COMMIT1'EE

Subtitle A=-Student Loan Frograis SavingI
SEC. SOOl. SHORT TIThE.

•
This subtitle may be cited as the "Student

Loan Default Prevention Initiative Act of
1990".
911G. 8532. NRECLAINS ASSISTANCE PAYMENTS.

(a) AneswDsszNT.—Section 428(f)(1)(A) of
the Higher Education Act of 1965 (20 U.S.C.
'1O78(f)(1XA)) is amended—

(1) by striking clause (lii); and
(2) by redesignating clauses (iv) and (v) as

clauses (Lii) and (iv), respectively.
STIC. esss. INITIAL DUSISURSENENT AND ENDORSE-

1111NT REQUIIREISENTS.

(a) AJnmnIlENz'.—&ection 42Wi(b)(1) of
the Higher Education Act of 1985 (20 U.S.C.
YiOlO—T(bXl)) is amended to read as follows:

"(1) FeasT Ta Svum2Urrs.—The first in-
stallment of the proceeds of any loan made,
Insured, or guaranteed under this part that
is made to a student borrower who Is enter-
ing the first year oil program of postsecond-
ary education, and who has not previously
obtained a loan under this part, shall not
(regurd11ees oil the amount of such loan or
the duration of the period of enrollment) be
presented by the institution to the student
for endorsement until 30 days after the bor-
rower begins a course of study, but may be
delivered to the eligible Institution prior to
the end of that 20-day period.".

(IS) l11wImVxTE DATE.—The amendment
made by this section shall lbs effective for
loans made on or after the date of enact-
ment of this Act to cover the cost of instruc-
tlon for periods of enrollment beginning on
or afterJanunry 1, 1991.
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SEC 5504. INELICIRILITY BA2ED ON HIGH l*-

S'ALT RAT AND BANIaUPTCY.
(a) IN Gcztz.aj.,—.6ectjon 435(a) of the

Higher Educatlos Act of 1988 (30 U.S.C.
1088(a)) La amended by adding at the end
thereof t.he following new paragraph:

"(3) INELIGIBILITY BASED ON HIGH DAVLT
asTxs—<A) An Institution whose cohort de-
fault rate Is equal to or greater thaz the
threshold percentage specified In subpara-
graph (B) los' each of the three most recent
fIscal years for which data are available
shall not be an eligible ht1tutlon under
this part unless. withIn 30 days of receiving
notification from the Secretary at the loss
of eligibility under this paragraph, the tnst.i-
tutlon appeals the lor,s of its eligibility to
the Secretary and—

"(1) the Instlt.utjon demonstrates to the
satisfaction of the Secretary that the Secre-
tary's calculation of its cohort default rate
Is not accurate, and that recalculation
would reduce Its cohort default rate for any
of the three fiscal years below the threshold
percentage specified In subpa.'-agraph (B); or

"(U) there are, in the judgment of the Sec-
retary, exceptional mitigating circumstances
that would make the application of this
paragraph Inequitable.
During the pendency of an appeal, the Sec-
retary shall suspend the eligibility of the In-
stitution In accordance with his authority to
take emergency actions under section
487(c) 15(E).

"(8) For purposes of determinations
under subparagraph (A) for academIc year
1991-1992 and any succeeding academic
year, the threshold percentage Is 35 percent.

"(C) This paragraph shall not apply to
any institution that Is—

"(I) a part B natttutlon within the mean-
log of section 322(2) of this Act;

"(II) a tribally controlled community col-
lege within the meaning of section 2(a)(4) of
the Tribally Controlled Community College
Asslat.anoe Act of 1978; or

"(lii) a Navajo Community College under
the Navajo Coznmuiiity College Act.".

• '(4) INELIGIBILITy aa ON a.alqzaUpTcy.—
An institution shall cease to be an eligible
Institution under this part if that institu-
tion commences a voluntary case by filing a
petition with a bankruptcy court under title
11, UnIted States Code.".

(b) Rfl"usAt. To Paovios STATEMENT TO
Lgrmga.—Sectlon 428(a)(2)(F) of such Act
(20 U.S.C. lO'T&aX2F) Is amended by In-
serting before the period at the end thereof
the following: ", except In individual cases
where the Institution determines that the
portion of the student's expenses to be cov-
ered by the loan can be met more appropri-
ately, either by the tnstitutkm or directly by
the student, from other souroes".

(C) ExTxNSIOt. or DNPAULT RATE LIMITA-
TIONS OH 81.8 LOAZIS.—Section 2003a3) of
the Omnibus Budget Reconciliation Act of
1.989 Is amended by striking out "October 1,
1.991" and inserting "October 1, 1998".

(d) Emc'rIvE flars,—The amendments
made by this section shaLl be effective July
L 1991.
SEC. 250$, SPEC1AL ALLOWANCE&

(a) REDUCTION 01' RsTL—Sectkm
43&b)(2XAXjij) of the Higher Education
Act of 1988(20 U.S.C. 198'l-1(bX2xAXiil)) is
amended by striking "3.25 percent" sod In-
serting "3.0 peroent".

(b) ELIMINATION os' FLOOR ON ALLOWA.ME
rON Lcaws FRoM Tax ExEMPT FUNDS—Sec-
tion 43&bX2)8) of such Act (20 U.S.C.
1087-1bx2)(B)) is amended—

(1) by striking division (ii); and
(2) by redesignating division (iii) as

sion (II).
(C) T5CTTVE D*i'm.—The amendments

made by this section shall *ppl.y with re-
spect to loans made on or after the date of
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enactment of this Act to cover periods of in-
struction beginning on or alter $ovember 1,
1990.
SEC 8000 ABILITY TO BENEFIT.

(a) 1w OENERAL—Sectlon 484(d) of the
Higher Education Act of 1995 (20 U.S.C.
1091(d)) is amended to read as !ollows

"(d) Aan.iry To Haz'rsr'rr.—In order for a
student who Is admitted on the basis of abil-
Ity to benefit from the education or training
offered to be eligible for any grant, loan, or
work assistance under this title, the student
shall, prior to enrollment, pass an independ-
ently administered examination approved
by the Secretary.".

(b) Cosyo,sriw AMENmsacr.—Section
481b) of the Higher Education Act of 1965
(20 U.S.C. 1088(b)) is amended in the fourth
Sentence by Inserting ", except in accord-
ance with section 484(d) of this Act," alter
"shall not".

(C) E71'xc'rrva Darx.—The amendments
made by this section shall apply to any
grant, loan, or work assistance to cover the
cost of instruction for periods of enrollment
beginning on or alter January 1, 1991.
SEC. 3001. MAXIMUM SLS LOA.N AMOUNTS

(a) Es'yzcnvx DATE ExrEusIoN.—Section
2003(b)(2) of the Omnibus Budget Reconcil-
lation Act of 1989 is amended by striking
"1991" and Inserting "1996'.

(b) PERIOD ron DzrpxsnsanoN OF MAXI-
MUM Lo*w AMotrwrs.—Section 428Ab)U) of
the HIgher Education Act of 1965 (20 U.S.C.
1078-1(b)) is amended by strikIng "9 consec-
ut.Ive" and kises-ting "7 consecutive".
SEC 3008. COLLECE FACJUTIEa

(a) COLLEGE COW8TRUC'rION LoAN liesim-
Arcs AssocIATIoN Rss'oer.—The College
Const.ructlon Loan Insurance Association
shall prepare and submit to the Committee
on Education and Labor of the House of
Representatives and the Committee on
Labor and Human Resources of the Senate
a plan for expanding the Association's oper-
ations and activities to provide direct insur-
ance to Institutions that do not have invest-
ment-grade rated debt Instruments. Such
plan shall also Include an analysis of the
knpact of such expansion on the Associa-
tion's ability to do business and recommen-
dations as to the level of Federal Investment
that would be necessary to assist the Asso-
ciation with such an expansion. Such plan
shall be submitted not later than August 1,
1991.

(b) ADDITIONAL Aurnoar-ry rca HOUSING
AND EDUCATION k'ACILITIE8 LOAI1S.—SectlOn
761 of the Higher Education Act of 1965 (20
U.S.C. 1132g) is amended by adding at the
end thereof the following new subsectioot

'( g) ADDITIONAL ACITHORIIATION.—
"(1) In addition to the amounts author-

ized by subsection (f), there are authorized
to be appropriated to the Secretary such
swns as may be necessary to provide loans,
under terms and Conditions consistent with
this part, to private, 4-year, nonprofit Insti-
tutions of higher education that serve pri-
marily low-Income and minority students
and that have been In existence for at least
80 years.

"(2) Loans from funds appropriated under
this suinection may be used—

"(A) to ccswtruet, reconstruct, or renovate
any classroom facility, library, laboratory
facility, dormitory (including dIning facili-
ties) or other facility customarily used by
Institutions of higher education for Instruc-
tional or research purposes or for housing
students, faculty and staff;

"(B) to purchase or lease Instructional
equipment, research Instrumentation and
any capital equipment or fixture related to
facilities described In subparagraph (A);

"(C) to finance any other f&dhlty, equip-
Ingot, or flxtwe the construction, acquisl-
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tion, or renovation of which is essential to
the maintaining of accreditation of the
member Institution by a nationally recog-
nised accredltlng agency or association: and

'(D) to purchase any real property or in-
terest therein underlying facilities described
In subparagraph (A) or (C).

"(3) SectIon 763(a) shall not apply to
funds provided In the form of loans from
amounts appropriated under this subsec-
tion.".
SEC 3005. SUNSET PROVISION.

The amendments made by this subtitle
shall cease be effective on October 1, 1996,
Subtitle B—Amendments Relating to Employee

Ratiresiest Income Security Act of 1974
PART I—'TRFATMEN'T 0? REVERSIONS OF QUAU-

VIED PLAN ASSETS TO EMPLOYERS
SEC. 8151. INCREASE IN REVERSION TAX.

Section 4980(a) (relatIng to tax on rever-
zion of qualified plan assets to employer) is
amended by striking "15 percent" and In-
serting "20 percent".
SEC. 3102 ADDITIONAL TAX FOR FAILURE TO ES-

TABLIS1I REPLACEMENT PLAN OR It)
INCREASE BENEFITS.

(a) IN Gurrxicu..—.Sectlon 4980 is am'rlded
by adding at the end thereof the following
new subsection:

"(d) INCREASE IN TAx FOR Fsn.USE ro Es-
TABLISH REPLACEMENT PLAN OR INCREASE BEN-
EFITS.—

"(1) In cszexaju..—Subsection a) shall be
applied by substituting '50 percent' for '20
percent' with respect to any employer rever-
sion from a qualified plan unless—

"(A) the employer establishes or main-
tains a qualified replacement plan, or

"(B) the plan provides benefit Increases
meeting the requirements of paragraph (3).

"(2) Qv.u,xrun aEPLAcEMENT PLAN .—For
purposes of this subsection, the term quali-
fied replacement plan' means a qualified
plan established or maintained by the em-
ployer In connection with a qualified plan
termination (hereinafter referred to as the
'replacement plan') with respect to whIch
the following requirements are met:

"(A) PARTICIPATION REQUIREMENT—Sub-
stantIally all of the active participants In
the terminated plan who remain as employ-
ees of the employer alter the termination
are active participants in the replacement
plan.

"(B) Asser rRAIqsFsR REQUIREMENT.—
'(i) 30 PERCErer CtJSHI0N.—A direct transfer

from the terminated plan to the replace.
ment plan is made before any employer re-
version, and the transfer is In an amount
equal to the excess (if any) of—

'(I) 30 percent of the maximum amount
which the employer could receIve as an em
ployer reversion without regard to this sub.
section, over

"(II) the amount determined under clause
(Ii).

"(ii) REDUCtION FOR I1CREAS! IN BENE
rrrs.—The amount detennined under thU
clause is an amount equal to the present
value of the aggregate Increases in the non
forfeitable accrued benefits under the ter.
minated plan of any participants (Including
roonactlve partic-Iponts) pursuant to a piar
amendment which—

"(I) is adopted during the 60-day perlo
ending on the date of termination of th
qualified plan. and

"(11) takes effect immediately on the ter
minatlon date.

(iii) TREATMENT OF AMOUNT TRANS
FEaRED—In the case of the transfer of ar
amount under clause ti

"(1) such amount shall not be Incluctible Ir
the gross Income of the employer,

"(U) no deduction shall be allowable a-Itt
respect to such transfer, and
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(HI) such transfer shall not be treated as

an employer reversion for purposes of this
section.

"(C) ALLOcATION RIQUIREMENT5.—
'(i) IN GENERAL—In the case of any de-

fined contribution plan, the portion of the
amount transferred to the replacement plan
under subparagraph (B)(i) is—

"(I) allocated under the plan to the ac-
counts of participants In the plan year In
which the transfer occurs, or

"(H) credited to a suspense account and
allocated from such account to accounts of
participants no less rapidly than ratably
over the 7-plan-year period beginning with
the year of the transfer.

"(ii) CooRDINATIoN WITB SECTION 415 LIMI
TATI0N.—If, by reason of any limitation
under section 415, any amount credited to a
suspense account under clause (i)(II) may
not be allocated to a participant before the
close of the 7-year period under such
clause—

'(I such amount shall be allocated to the
accounts of other participants, and

"(II) if any portion of such amount may
not be allocated to other participants by
reason of any such limitation, shall be allo-
cated to the participant as provided In sec-
tion 415.

"(ill) ThATMENT or INcoME—Any income
on any amount credited to a suspense ac-
count under clause (i)(II) shall be allocated
to accounts of participants no less rapidly
than ratably over the remainder of the
period determined under such clause (after
application of clause iW.

"(iv) UNALLOCATED AMOtTNTS AT TZRMINA-
TI0N.—If any amount credited to a suspense
account under clause (i)(II) is not allocated
as of the termination date of the plan—

"(I) such amount shall be allocated to the
accounts of participants as of such date,
except that any amount which may not be
allocated by reason of any limitation under
section 415 shall be allocated to the ac-
counts of other participants, and

'(II) if any portion of such amount may
not be allocated to other participants under
subclause (I) by reason of such limitation,
such portion shall be treated as an employer
reversion to which this section applies.

"(3) PRO P.ATA BENEFIT INCREAsEs.—
'(A) IN agL.—The requirements of

this paragraph are met if a plan amendment
to the terminated plan is adopted in connec-
tion with the termination of the plan which
provides pro rata Increases in the present
values of the nonforfeitable accrued bene-
fits of all participants (including nonactive
participants) which—

(i) have an aggregate present value not
less than 25 percent of the maximum
amount which the employer could receive as
an employer reversion without regard to
this subsection, and

'(ii) take effect Immediately on the termi-
nation date.

'(B) PRo RATA INcRZA5E.—For purposes of
subparagraph (A), a pro rata increase is an
increase in the present value of the nonlor-
feitable accrued benefit of each participant
(including nonactive participants) in an
amount which bears the same ratio to the
aggregate amount determined under sub.
paragraph (A)(i) as—

'(i) the present value of such participant's
nonforfeitable accrued benefit (determined
without regard to this subsection), bears to

"(ii) the aggregate present value of non-
forfeitable accrued benefits of the terminat-
ed plan (as so determined).
Notwithstanding the preceding sentence,
the aggregate increases in the present
values of the nonforfetable accrued bene
fits of nonactive participants shall not
exceed 40 percent of the aggregate amount
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determined under subparagraph (A)(i) by
substituting 'equal to' for 'not less then'.

'(4) COORDINATION WITH OIlIER PROvI-
SION5.—

"(A) LIMITATIONS—A benefit may not be.
increased under paragraph (2)(B)(ii) or
(3)(A), and an amount may not be allocated
to a participant under paragraph (2)(C), if
such increase or allocation would result in a
failure to meet any requirement under sec-
tion 401(a)(4) or 415.

"(B) TaATMm As EMPLOYER CONTRIBU-
TIONs—Any increase in benefits under para.
graph (2)(B)(ii) or (3)(A), or any allocation
of any amount (or income allocable thereto)
to any account under paragraph (2)(C),
shall be treated as an annual benefit or
annual addition for purposes of section 415.

"(C) 10-YEAR PARTIcIPATION REQUIRES
MENT.—Except as provided by the Secretary,
section 415(bX5)(D) shall not apply to any
increase in benefits by reason of this subsec-
tion to the extent that the application of
this subparagraph does not discriminate in
favor of highly compensated employees (as
defined in section 414(q)).

"(5) DNrrIoNs AND sPECIAL RULEs—For
purposes of this subsection—

'(A) NONACTIvE PARTIcIPANT—The term
'nonactive participant' means an individual
who—

'(i) is a participant in pay status as of the
termination date,

'(ii) is a beneficiary who has a nonlorfeit-
able right to an accrued benefit under the
terminated plan as of the termination date,
or

"(iii is a participant not described in
clause (I) or (ii)—

"(I) who has a nonlorfeitable right to an
accrued benefit under the terminated plan
as of the termination date, and

"(II) whose service, which was creditable
under the terminated plan. terminated
during the period beginning 3 years before
the termination date and ending with the
date on which the final distribution of
assets occurs.

"(B) PRESENT vALUE—Present value shall
be determined as of the termination date
and on the same basis as liabilities of the
plan are determined on termination.

"(C) RFALLOCATION OF INcREAsE—Except
as provided in paragraph (2)(C), if any bene.
fit increase is reduced by reason of the last
sentence of paragraph (3)(A)(ii) or para-
graph (4), the amount of such reduction
shall be allocated to the remaining partici-
pants on the same basis as other increases
(and shall be treated as meeting any alloca-
tion requirement of this subsection).

"(D) AGGRIGAnON or pLANs—The Secre-
tary may provide that 2 or more plans may
be treated as 1 plan for purposes of deter-
mining whether there is a qualified replace-
ment plan under paragraph (2).

'(6) SUBsECTION NOT TO API'LY TO EMPLOYEE
IN BANKRUPTCY—This subsection shall not
apply to an employer who, as of the termi-
nation date of the qualified plan, is in bank.
ruptcy liquidation under chapter 7 of title
11 of the United States Code or in similar
proceedings under State law.'

(b) AMEDMZNTS TO EMPLOYEZ RIi1zwr
INCOME SECURITY Acr.—

(1) FIDUcIARY RI5P0NsIBIUTY.—Section
404 of the Employee Retirement Income Se.
curity Act of 1974 (29 U.S.C. 1104) is amend-
ed by adding at the end thereof the follow-
ing new subsection:

'(d)(l) 11. in connection with the termina.
tion of a single-employer plan. an employer
elects to establish or maintain a qualified
replacement plan, or to increase benefits, as
provided under section 4980(d) of the Inter-
nal Revenue Code of 1986. a fiduciary shall
discharge the fiduciary's duties under this
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title and title IV in accordance with the fol-
lowing requirements:

"(A) In the case of a fiduciary of the ter.
minated plan. any requirement—

'(i) under section 4980(d)(2)(B) of such
Code with respect to the transfer of assets
from the terminated plan to a qualified re
placement plan, and

"(ii) under section 4980(d)(2)(B)(u) or
4980(d)(3) of such Code with respect to any
increase in benefits under the terminated
plan.

"(B) In the case of a fiduciary of a quali.
fied replacement plan, any requirement—

'(i) under section 4980(dX2)(A) of such
Code with respect to participation in the
qualified replacement plan of active partici.
pants in the terminated plan.

'(ii) under section 4980(d)(2)(B) of such
Code with respect to the receipt of assets
from the terminated plan. and

"(iii) under section 4980(d)(2)(C) of such
Code with respect to the allocation of assets
to participants of the qualified replacement
plan.

"(2) For purposes of this subsection—
"(A) any term used in this subsection

which is also used in section 4980(d) of the
Internal Revenue Code of 1986 shall have
the same meaning as when used in such sec-
tion. and

"(B) any reference in this subsection to
the Internal Revenue Code of 1986 shall be
a reference to such Code as in effect on Jan-
uary 1. 1991."

(2) CoNFo1&INa AMENDMENTS.—
(A) Section 404a1D of such Act (29

U.S.C. 1104(a)(1XD)) is amended by striking
"or title IV" and inserting and title IV".

(B) Section 4044(d)(1) of such Act (29
U.S.C. 1344(d)(1)) is amended by inserting
section 404(d) of this Act, and section
4980(d) of the Internal Revenue Code of
1986 (as in effect on January 1. 1991)" after
"paragraph (3)".

(C) Section 3 of such Act (29 U.S.C. 1002)
is amended by adding at the end the follow-
ing new paragrkph:

'(41) The term 'single-employer plan'
means a plan which is not a multiemployer
plan.".
SEC. 3103. EFFECFIVE DATE.

(a) IN GENAL.—Except as provided in
subsection (b), the amendments made by
this subpart shall apply to reversions occur-
ring after September 30, 1990.

(b) ExcEPTION—The amendments made
by this subpart shall not apply to any rever
sion after September 30. 1990. if—

(1) in the case of plans subject to title IV
of the Employee Retirement Income Securi
ty Act of 1974, a notice of intent to termi-
nate under such title was provided to par-
ticipants (or if no participants, to the Pen-
sion Benefit Guaranty Corporation) before
October 1. 1990, or

(2) in the case of plans subject to title I
(and not to title IV) of such Act. a notice of
intent to reduce future accruals under sec-
tion 204(h) of such Act was provided to par-
ticipants in connection wfth the termination
before October 1, 1990.
PART 2—TRANSFERS TO RETIREE HEALTH AC-

COUNTS
SEC. 3111. TRANSFER OF EXCESS PENSION ASSETS

TO RETIREE HEALTH ACCOUNTS.
(a) IN GwE1w.—Part I of subchapter D of

chapter 1 (relating to penston, profit-shar-
ing, and stock bonus plans) is amended by
adding at the end thereof the following new
subpart:
'Subpart E—rettm.nt of Tranfen to Retiree Health

Accounts

'SEC. 420. TRANSFERS OF EXCESS PENSION ASSETS
TO RETIREE HEALTH ACCOUNTS.
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inaction, any nesount paid out of a health
benefits account shall be trescf�sd us
first cut of the sasete rind looses deacribed
In oubparsgraph (A).

"(2) qumm aascionse inc
acaemroa ccsuxo 5m-ORS rnnsrwa—

"(A) in oanan—The reqalnementa of
this parapraph are soot if the plan provides
that the accrued pension benefits of any
participant or beneficiary under the plan
become nonlorfeltnble In the same manner
which would be requIred 11 the plan had ter-
minated Immediately before the qualified
transfer (or In the case of a participant who
separated during the 1-year period ending
on the date of the transfer. immediately
before such separation).

"(B) Spiciaz. RnLE rca isso—to the case
of a qualified transfer described In subsec-
tion (b)(4), the requirements of thie para-
graph are met with respect to any partici-
pant who separated from service during the
taxable year to which such transfer relates
by recomputing such participant's benefits
as if subpors-aph (A) had applied Inunedl-
ately before such separation.

"(13) Necoxrau coor craquxcamum-nu.—
"<A) ha uasnm—The requirements of

this paragraph are met If each group health
plan or arrangement under which applica-
ble health benefits ore provided provides
that the applicable employer coat for each
taxable year during the benefit 2natnte-.
nones period ahab not be less than the
higher of the applicable employer costs for
sash ol' the 13 taxable years ImmedIately pre-
ceding the taxable yasir of the qualified
transfer.

"(13) Iarrucasccas asrrvoyan cosv—13'or par-
poem of tleIa paragraph, the term 'applica-
ble employer eoof means, with respect to
any taxable year, the amount determined
by dividing—

'MI) the qualified current retiree health II-
abbitlea of the employer for such taxable
year determined—

"fl) 'aithout regard to any reduction
under eubeectiocs (eXllXl8), and

"UI) In the coos of a tcnexencble year In enhich
there noo ceo qualified llaan?er, in the some

us If there hcicid been ouch a transfer
at the and of the taxable year, 'by

"UI) the number of individuals to whom
cseca'ccrecge for applicable health benefits was
provided during such taxable year.
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"(C) llcaeas'xoa vo coecerum cosr scmexcerg-

gx.—Me employer may elect to have this
paragraph applied separately with respect
to individuals eligible for benefits under
title VXIX of the Social Security Act at any
tines during the taxable year and with re-
ripest to individuals not so eligible.

"(IC) l8nanrcirxv a nrouaxcs ocnuoe.—Por
purposes of this paragraph, the term bene-
fit maintenance period' means the 13 taxable
year period beginning with the taxable year
in eahlth the qualified transfer occurs. XE a
taxable year Ia In 13 or more overlapping
benefit meintenouce periods, this paragraph
rthacl] Ite applied by taking Into account the
highest appUcable employer cost required to
he provided under subparagraph (A) foe-
ouch taxable year.

"(d) Lxcnxersxxoene on 18 ooxcxcs,—Por pur-
poses of this title—.-

"U) IC cnccsc -x oxeecs,—)lo deduc-
tion shall be allowed—

"(A) for the transfer of spy amount to a
health benefits account in a qualified trans-
fer (or ceny retransler to this plan under oub-
section (cXIXB)),

"UI) for ualifled currant retires health 11-
abilities paid out of the assets (and Income)
described In subsection (c)(1), or

"(C) for any amounts to which subpara-
graph (B) does not apply and which are paid
for qualIfied current retiree health lia),il-
Itles for the taxable year to the extent such
amounts ore not greater than the excess (if
any) of-

"(I) the amount determined under crab-
paragraph (A) (and Income allocable there-
to), over

"(II) the amount determined under sub-
paragraph (B).

"(2) No eserrarsuTsonee assowm.—An em-
ployer may coot contribute after December
1313, 1980, any amount to a health benefits
account or welfare benefit lund (as defined
in section 418(e)(l)) with respect to quali-
fIed current retiree health liabilities for
which transferred assets are required to be
used under subsection (c)(1).

"(e) DurINmON ND &'acxAx. Ptne&—For
purposes of this section—

"(1) QusLxyxm cuaszrr ecrrxnn xEALTa u-
ABaxTxss.—For purposes of this section—

"(A) In oxsxasi..—The term 'qualified cur-
rent retiree health liabilities' means, with
respect to any taxable year, the aggregate
amounts (including administrative ex-
penses) which would have been allowable as
a deduction to the employer for such tax-
able year with respect to applicable health
benefits provided during such taxable year
11—

"Cl) such benefits were provided directly
by the employee-, and

"(Ii) the employer used the cash receipts
and disbursements method of accounting.
For purposes of the preceding sentence, the
rule of section 419(c)(3)(B) shall apply.

"(B) ]Itmuc'noas cios axourrrs eaxvsoustv
sr cisxoco—The amount determined under
subparagraph CA) shall be reduced by any
amount previously contributed to a health
benefits account or welfare benefit fund (as
defined in section 119(e)(1)) to pay for the
qualified current retiree health liabilities.
The portion of any reserves remaining as of
the close of December 131, 1990, shall be allo-
cated on a pro rota besie to qualified current
retiree health liabilities,

"(C) 'e,xcasun asxax.rrcc aouzwxria—The
term 'applicable health benefits' mean
health benefits or coverage which are pro-
vided to—

"U) retired employees who, Inunedisciely
before the qualified transfer, are entitled to
receive such benefits upon retirement axed
who are entitled to pension benefits under
the plan, and
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"(U) thefr spot and dependents.
"(D) Kr EMPWY IxL.uDzD.—If an em-

ployee Is a key employee (within the mean-
ing of section 418(1)(l)) with respect to any
plan year ending In a taxable year. such em-
ployee shall not be taken Into account In
computing qualified current retiree health
liabilities for such taxable year or In ealen-
lating applicable employer cast der sub-
eection (CX3XB).

"(2) Ex t'sssiow usars.—Tbe term
ezc pension aets' the exc Cli
any) of—

"(A) the amount determd under section
412(cX7XA)(il), over

"(B) the greater of—
"(I) the amount determd under section

412(cX7KAXI), or
"(U) 125 percent of current lIsbIlity (es de-

fined in section 412(eX'XB)).
The detenninatlon under th paragraph
shall be made as of the meat. rnt valu-
atlcn date of the plan preceding the quail-
f led transfer.

"(3) Hz&x.m BITs s000uwL—The term
"health benefits account" means an aceowit
established and maintained under section
401(h).

"(4) Cooanxx*rio wms sscrwa 412.—In
the case of a qualified transfer to a health
benefits account—

'(A) any assets transferred In a. plan year
alter the valuation date for such year (and
any Income allocable thereto) shall, for pur-
poses of section 412(cX7), be treated as
assets In the plan as of the valuation date
for the following year, and

"(B) the plan shall be treated as hasring a
net experience loss under section
412(b)(2XB)(Iv) for the first. plan year after
the plan year in which such transfer occurs
in an amount equal to the amount of such
transfer (reduced by ally amounts trans-
ferred back to the pension plan under sub-
section (c)(l)(B)), except that such section
shall be applied to such amount by subetl-
tutlng '10 plan years' for '5 plan years'."

(b) COIFORMmG AxaaDsrmer.—SectIon
401(h) is amended by InsertIng °', and sub-
ject to the provisions of section 420" after
'Seeretary.

(C) ppvg Davz.—The anndinenta
made by this section shall apply to trasuf era
In taxable years beginning after Deorseber
31, 1990.

silt APPUCATIO OY Z% TO ThAJPEE8
OP EXCESS PENSION ASSETS TO I-
flaEg HEALTh ACCOU5

(a) SzcLvalv* BL&LWA Rzqnmr.—
Section 403(cXl) of the Splnyee Retire-
ment Income Security Act of 1914 (29 U.S.C.
1103(c)i1)) Is amended by insertl ", or
under section 420 of the Internal Revenue
Code of 1988 (as in of fect en January 1,
1991)' alter "Insured plans)".

(b) Fzaucssitr Dunxs.-.-Sectlon
4O4taX1XA) of such Act (29 U.S.C..
1104(a)(1)(A)) Is amended by inserting "sub-
ject to sectIon 420 ci the Internal Revenue
Code of 1980 (as in effect en January 1,
1991)," after (AY.
(C) PTIOns Fao Paosusrr Taans-

*crsois.—Section 408(b) of such Act (29
U.S.C. 1108(b)) is amended by addeig at the
end thereof the following new paragraph:

"(13) Any transfer In a. taxable year begin-
ning before January 1, 1994. of eacma pen-
sion assets fran a able-employer plan
which Is a defined benefit plan t a. retiree
health acosurd In a qualified transfer per-
mltted under sectIon 429 of the Internal
Revenue Code of 1988 (as in effect on Janu-
ary 1, 1541)"

(d) Postmsu Lnerrxon&—Seetlen 982 of
such Act (29 U.S.C. 1082) Is amended by re-
ctesatlngsuinects tg) se subalon (hI
and by adding at the and thereof the
tag new subseetlon

"(g) Qu*unsn TRM!SPanS To Hw.Tw Sew-
svrrs Acvovuva.—Thr purposes of this sec-
tion, in the case of a qualified transfer (as
defined In sectIon 420 of the Internal Reve-
nue Code of 1986)—

"(1) any assets tranafei+ed in a plan year
after the valuation date for such year (and
any Income allocable thereto) shall, for pur-
poses of subsection (CX'?). be treated as
assets In the plan as of the valuation date
for the followIng year, and

"(2) the plan shall be treated as basing a
net experience kiss under subsection
(bX2XB)(Iv) for the first plan year alter the
plan year In which such transfer occurs in
an amount equal to the amount of such
transfer (reduced by any smounts trans-
ferred back to the plan under section
420(cX1XB) of such Code), except that such
neect1on shall be applied to such amount
by substltuUng '10 plan years' for '5' plan
years'."

(e) Worica Rzqvmzwr.wrs.—
(1) Ii, onERAL.—Seetlon 101 ci such Act

(29 U.S.C. 1021) Is amended by redesignat-
lag subsection (e) se subsection (I) and by
Unerting after subsection (d) the following
new subsection:

"Ce) Nonca or Tasxsrzs or Excma Pan-
axon Assers ro Hmi.na srrr0 Ac-

"(1) Norics TO pairiciPiNT&—Not later
than 60 days before the date of a qualified
transfer by an employee pension benefit
plan of excess pension assets to a health
benefits account, the abninistrator of the
plan shall notify (In such summer as the
Secretary may pmrlbe) each participant
and beneficiary under the plan of such
transfer. Such notice shall indude kifcrxna-
Ussi with respect to the amount of excess
pension assets, the portion to be trans-
ferred, the amount of health benefits lisbil-
Ities to be funded with the assets tram-
ferred. and the amount of pension benefits
of the participant which will be vested Im-
mediately alter the transfer.

"(2) Warzcs in gacsar*aim. aauwrRA-
T. *1) PLOY ORGAnIZATIONS.—

"(A) In iunsi..—Not later than (11) days
before the date of any qualified t mafer by
an employee pension benefit plan of excess
pension assets to a health benefits seuount
the employer maintaining the plan from
which the tz-snsfer Is made shall provide the
Secretary, the Secretary of the Treasury,
the athnlnlstrator, and cache employee orgu-
atlon representing participants lix the
plan a written notice of such transfer. A
oy of any such notice shall be available
for Inspection In the principal office of the
adininistrator.

"(B) Inroassarsow maTr To
Such notice shall Identify the plan from
which the transfer Is made, the asnouset of
the trarwier, a detailed accountIng of et
projected to be held by the plan ImIedexIe-
ly bafore and Immedlatehy alter the trans-
fer, and the current Usbilitles under the
plan at the time of the transfer.

"(C) Auencan'v sos annrnoaas, acvx
szquxRxlranTs.—The Secretary may e-
scribe ouch additional reporting nequire-

as may be necessary to carry cat the
purposes of this section.

"(3) bariwiriosu.—Por purposes of pose-
graph (1), any term used In such paragraph
which Is also used ire sectIon 420 Cl the 1
tesnal Revenue Code of 1906 (se In effect. on
January 1, 1901) shaD have the susse mecma-
Ins as when used In such section."

(2) PansarTan.—
(A) Section 902(cXI) of such Act. 119

U.S.C. 1132(cXlI) is amended by kiserting
"or section I01(eXlr alter eection 808".

(B) Section 502(cX3) of such Act 119
U.S.C. 1132(c)(3)) Is amended—
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11) by inserting "or who fails to meet the
requirements of section IOUeX2) with re-
spect to any person" after "benefidary" the
first place it appears, and

(II) by Inserting "or to suds person" after
'beneflcisry" the second p1mw appears.
(f) rsuuvI DAxI.—The amenthnents

made by this section shall apply to qualified
transfers under section 420 of the Internal
Revenue Code of 1988 made after the date
of the enactment of this Act.

PART 3—PBGC PREMIUMS
SEC SilL INCHEASE IN PSEMIUM RATES

(a) IncasAss Lw BASCc PRmIIuM.—
(1) IN GENERAL.—Clause (i) of section

4008(aX3XA) of the 3nployee Retirement
Income Security Act of 1974 (29 USC.
1308(a)(3)(A)) Is amended by striking 'for
plan years beginning alter December 31,
1987, an amount equal to the sum of $16"
and Inserting "for plan years beginning
after December 31, 1990, an amount equal
to the sum of $19".

(2) Coen'oruslwG £MENnuErrr.—Sect&on
4008(c)(1)(A) of such Act (29 U.S.C.
1308(c)(1)(A)) Is amended—

(A) in clause (Ii). by striking "and" at the
end; -

(B) by adjusting the marginatlon of clause
(Ill) so as to conform to the margination of
clauses (i) and (1D and

(C) by adding at the end thereof the fol-
lowing new clause:

"(iv) with respect to each plan year begin-
ning alter December 31, 1967, and before
January 1, 1991, an arnoxmt equal to $18 for
each Individual who was a participant In
such plan during the plan year, and".

(b) INCREASE xx AnsIrsorcaL Psznztrw.—
Section 4006(a)(3XE) of suds Act (29 U.S.C.
1306(a)(3)(E)) is amended—

(1) by strikinE "$8.00" In clause (ii) and In-
serting "$9.00,', and

(2) by striking "$34" in dame (tvXI) and
inserting "$53".

(C) EFFSCTI VS Dvrg.—The amendments
made by this sect shall apply to plan
years beginning after December 31, 1990.

Subtitle C—Labor Civil Penalties and Fines

SEC. 325L CIVIL PENAI.TIES AM) 51)158 U)IDF.R OC-
CUPATIONAL SAFETY AND HEALTh
ACT OF 1575.

(a) 1w OENERAL.—Sectlon 17 of the Occu-
pational Safety and Health Act of 1970 (29
U.S.C. 686) Is amended—

(1) in subsection (a), by striking out
"810,000 for each violation" and Inserting In
lieu thereof 'W,0O0 for each violatIon, but
not less than $7,000 for each willful viola-
tion and not less than $1,000 for ead re-
peated violation";

(1) In subsection (b), by striking out
"$1,000 for each such violation" axed Insert-
beg lxx lieu thereof "$7,060 for etch such yb-
lotion, but not less than $7i)0 for each sxath
violation";

(3) In subsection Cc), by ststbing cut
"$1,090 for each such violation" and insert-
ing In lieu thereof "$7,000 foe each such vio-
lation, but not less than $700 for each such
violation";

(4) in subsection Cd), by otrikiag out
"$1,000" and Inserting in lieu thereof

CS) In subsection (el—
(A) by striking out "fine of not more than

$10,000" and Inserting in lieu thereof "fine
in accordance with section 3071 of title 10.
United States Code,";

(B) by striking out "stx months" and In-
serting in lieu thereof "10 years";

(C) by striking out "fIne of not more than
$20,000" and Inserting hr lieu thereof "fine
In accordance with section 3571 of title 10,
United States Code,"; and
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(D) by striking out 'one year" and Insert-

ing in lieu thereof 20 years";
(6) in subsection (f), by striking out fine

of not more than $1.000 or by Imprisonment
for not more than six months" and Insert-
ing in lieu thereof fine In accordance with
section 3571 of title 18, United States Code,
or by Imprisonment for not more than 2
years,":

(7) in subsection (g) by striking out 'fine
of not more than $10,000, or by imprison-
ment for not more than six months," and
Inserting in lieu thereof "fine in accordance
with section 3571 of title 18. United States
Code, or by Imprisonment for not more than
1 year,';

(8) by redesignating subsections (h)
through (I) as subsections (i) through (m),
respectively:

(9) by Inserting in lieu thereof after sub-
section (g) the following new subsection:

'(h) If any employer willfully violates any
standard, rule, or order promulgated pursu-
ant to section 6 or any regulation prescribed
pursuant to this Act and If that violation
caused serious bodily Injury to any employ-
ee but did not cause death to any employee,
such employer shall, upon conviction, be
punished by a fine in accordance with sec-
tion 3571 of title 18. United States Code, or
by Imprisonment for not more than 5 years,
or by both, except that if the conviction is
for a violation committed after a first con-
viction of such person, punishment shafl be
by a fine in accordance with section 3571 of
title 18. United States Code, or by Imprison-
ment for not more than 10 years, or by
both.':

(10) in subsection (j) (as redesignated), by
striking out "$1,000 and Inserting in lieu
thereof $7,000"; and

(11) by adding at the end the foflowlng
new subsections:

'(n) If a penalty or fine is Imposed on a di-
rector, officer, or agent of an employer
under subsection (e), (f), (g), or (h), such
penalty or fine shall not be paid out of the
assets of the employer on behalf of that di-
rector, officer, or agent.

'(0) Nothing in this Act shafl preclude
State and local law enforcement agencies
from conducting criminal prosecutions in
accordance with the laws of such State or
locality.".

(b) DEYINITIoN,—Section 3 of such Act (29
U.S.C. 652) is amended by adding at the end
the following new paragraph:

'(15) The term serlous bodily Injury'
means bodily injury that involves—

"(A) a substantial risk of death;
"(B) protracted unconsciousness;
"(C) protracted and obvloua physical dis-

figurement; or
"(D) protracted loss or Impairment of the

function of a bodily member, organ, or
mentai faculty.",
SEC. 820t CIVIL PENALTIES UNDER FEDERAL MINE

SAFETY AND HEALTH AC! OF !!77.
(a) ScrxoN 110(a).—Section 110(a) of the

Federal Mine Safety and flealth Act of 1977
(30 U.S.C. 820(a)) is amended by striking out
"$10,000 for each such violation" and Insert-
ing in lieu thereof '$50,000 for each such
violation but not less than $1,000 for each
such violation".

(b) SEcTIoN 110(b).—Sectlon 110(b) of the
Federal Mine Safety and Health Act of 1977
(30 US.C. 820(b)) is amended—

(1) by striking out "1,000" and Inserting in
lieu thereof "$5,000", and

(2) by Inserting before the period the fol-
lowing: "but not less than $1,000 for each
day during which such failure or violation
continues".
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SEC. 3203. CIVIL PENALTIES UNDER CHILD LABOR

PROVISIONS OF THE FAIR LABOR
STANDARDS ACI OF 1938.

Section 16(e) of the Fair Labor Standards
Act of 1938 (29 U.&C. 216(e)) is amended—

(1) by striking out 'not to exceed $1,000
for each such violation" and Inserting in
lieu thereof "not to exceed $10,000 for each
employee who was the subject of such a vio-
lation but not less than $1.000 for each em-
ployee who was the subject of such a viola-
tion",

(2) by striking out "or any person who re-
peatedly or wlllfuUy violates section 6 or 7",

(3) by Inserting after the first sentence
the followtn. "Any person who repeatedly
or willfully violates section 6 or 7 shall be
subject to a civil penalty of not to exceed
$ 1.000 for each such violation.',

(4) by striking out "such penalty" each
place it occurs except after 'appropriate-
ness of" and Insert in lieu thereof 'any pen-
alty under this subsection", and

(5) by striking out ", sums coflected" and
all that follows in such section and Inserting
in lieu thereof a period and 'Civil penalties
collected under this subsection shall be de-
posited in the general fund of the Treas-
ury.".
SEC. $205. CIVIL PENALTIES FOR CERTAIN UNFAIR

LABOR PRACTICES.
(a) PqArrIEs.—Section 10(b) of the Na-

tional Labor Relations Act (29 U.S.C.
160(b)) is amended by Inserting "(1)" after
"(b)' and by adding at the end the foflow-
ing

'(2)(A) if a complaint is issued under
paragraph (1) statIng that a person has en-
gaged in an unfair labor practice within the
meaning of section 8(a)(3) or 8(b)(2), such
person shall be subject to a civil penalty of
not more than $10,000 for each employee
who is the subject of such unfair labor prac-
tice and not less than $1,000 for each em-
ployee who is the subject of such unfair
labor practice.

"(B) If a complaint is Issued under para-
graph (1) stating that a person has engaged
in an unfair labor practice within the mean-
ing of section 8(a)(5) or 8(b)(3), such person
shall be subject to a civil penalty of not
more than $10,000 for each such unfair
Labor practice and not less than $1,000 for
each such unfair labor practice.

"(C) The General Counsel shall assess
civil penalties under subparagraphs (A) and
(B). In determining the amount of a civil
penalty, the General Counsel shall take into
account the nature. circumstances, extent.
and gravity of the unfair labor practice with
reapect to which the civil penalties are to be
assessed and, with respect to the person
who engaged in such unfair labor practice.
ability to pay, effect on ability to continue
to do business, any history of prior such
unfair labor practices, the degree of culpa-
bility, and such other matters as justice may
require.

'(D) An aa8essment of civil penalties
under subparagraph (C) shall be reviewable
in the hearing held under paragraph (1) on
the complaint referred to in subparagraph
(A) or (B).

"(E) Civil penalties coflected under sub-
paragraphs (A) and (B) shall be deposited in
the general fund of the Treasury.'.

(b) Coiroxno AMENDMEJr8.—
(1) Section 3(d) of the National Labor Re-

lation Act (29 U.S.C. 153(d)) is amended by
Inserting after "section 10" the foflowlng:
"and the assessment of civil penalties under
section 10(b)(2)".

(2) The third sentence of section 10(c) of
the National Labor Relations Act (29 U.S.C.
160(c)) is amended by Inserting after "such
unfair labor practice" the foflowing: ', to
pay any civil penalty assessed under subsec-
tion (b)(2)",
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Subtitle U—Early Childhood Education and

Development

SEC. $301. SHORT TITLE.

This subtitle may be cited as the 'Early
Childhood Education and Development Act
of 1990'.
SEC. 33O2 PURPOSES.

The purposes of this subtitle are—
(1) to build on and to strengthen the role

of the family by seeking to ensure that par-
ents are not forced by lack of available pro-
grams or financial resources to place a child
in an unsafe or unhealthy child care facility
or arrangement;

(2) to promote the availability and diversi-
ty of quality child care services and early
childhood development programs to expand
child care options available to all families
who need such services:

(3) to assist States and Indian tribes to
work with businesses to find innovative
ways to provide employee child care services
through the workplace:

(4) to provide assistance to families whose
financial resources are not sufficient to
enable such families to pay the full cost of
necessary child care services and early child-
hood development;

(5) to lessen the chances that children will
be left to fend for themselves for significant
parts of the day:

(6) to Improve the productivity of parenLs
in the labor force by lessening the stresses
related to the absence of adequate child
care services:

(7) to provide assistance to States and
Indian tribes to Improve the quality of, and
coordination among, child care programs
and early childhood development program.s;

(8) to increase the opportunities for at-
tracting and retaining qualified staff in the
field of child care and early childhood devel-
opment to provide high quality child care
services to children: and

(9) to strengthen the competitiveness of
the United States by providing young chil-
ciren with a sound early childhood develop-
ment experience.
SEC. 33O3 AUTHO1IZATION OF APPROPRIATIONS.

(a) IN GK1Lu—There are authorized to
be appropriated for the purposes specified
in subsection (b) $1,300,000,000 for fiscal
year 1991 and such sums as may be neces-
sary for fIscal years 1992. 1993. 1994, and
1995.

(b) AvAn..&Bru or APPR0PRIATX0N5.—Of
the aggregate amount appropriated under
subsection (a) for a fiscal year—

(1)47 percent shall be available to provide
developmentally appropriate child care sex-v-
ices under the Head Start Act, as amended
by part 1 of this subtitle:

(2) 33 percent shall be available to carry
out title VIII of the Elementary and Sec-
ondary Education Act of 1965, as added by
part 2 of this subtitle; and

<3) 20 percent shall be available to carry
out the Child Care Quality Improvement
Act, as added by part 3 of this subtitle.

PART 1—EXPANDED READ START
SEC. 331!. DEFINmONs.

Section 637 of the Head Start Act (42
U.S.C. 9832) is amended by adding at the
end the foflowlng:

"(4) The term 'full calendar year' means
all days of the year other than Saturdays.
Sundays. and legal public holidays.

"(5) The term full-working-day means at
least 10 hours per day.

'(6) The term lower living standard
income level means that income level (ad
Justed for regional, metropolitan, urban.
and rural differences and family size) deter-
mined annually by the Secretary of Labor
and based on the most recent lower living
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family budget Issued by tie Secretary of
Labor.

'(it Thc term 'sliding fee scale' means the
sliding fee scale established and revised
under section 65&.".
SW. 3312. FINANCIAL A&.iSTANC1. FO IEAD.

STAIcD PROCIUMS.

Section 638 of the Head SI.art Act (42
USC. 9833) is amended—

(1) in subsection (a)—
(A) by striking "and (2)" and inserting

(2); and
(B) by Inserting the followthg before the

period at the end: "; and (3) may provide de-
ve}OpTflentafly apprüpriate child care aerv-
tees in acftrdarwe with this sijchapter';
and

(2) in subsection (b) by striking "stsbcl'iap-
ter E" and inserting "n,bch'spter (3".
SEC. 3315 co*sw; AW1)MENT.

Section 639 of the Head Start Act (42
U.S.C. 9634) Is amended by inserting "(other
than the prow'tsions relatIng to child care
services referred to In section 638IaE3)"
after subchapter".
EC 3114. ALL M5T(W YUNUS.

Section 640(a) of the Head Start Act (42
U.S.C. 9835(a)) Is amended—

(1) in paragraph (1) by Inserting 'and the
amount made available under section
3303(b'1) of the Early Childhood Ethics-
tion and Derelopsnent Act of 1990' after
'sectton 639":

(2) in paragraph (2)—
(A) in the matter preceding subparagraph

(A) by inserting "under secto,i 639" after
appropriated";
(B) in the second sentence by inserting

"under section 639" after "spvropriaton";
C) In the last sentence by striking '$uch

funds appropriated under this subchapteT"
and berting "'such tm reserved under
this paragraph';

(D) by inserting before the last sentesce
the follo'a'mg: 'The Secretary shall reserve
8 percent of the azount made available
Under section 3303(b)(1) of the Erty Child-
hood Education and Development Act of
1990 for any fiscal year. foe te in acc*ad-
ance with subparagraphs IA) and 4Bl." and

(3) in paragraph (3>—
(A) by stnking "The Secretary" and In-

serting "After resemng the amounts re-
quired by paragraph (2), the Secretary".
and

(B) by striking remaining S'l percant of
the amounts appropriated" and irerting
remainder".

tX. s& Fl(D€IAL SHAMI
Section 640(b) of the Read Start Act 442

U.S.C 9€35'b)) is amended—
(1) in the first sentence by striking "Fl-

rncia1" and Inserting 'Escept as provided
in parl.gTp.ph (2). finaiia)"

(2>by insertthg"(lY' after"(b)". arid
(3) by adding at the end the fouowing
'(2) Ftrncial assistance extended nncàer

this subchapter to a Head Start agency, si-
tzibutabie to funds made available tinder
section 33G3(b)11 of the Early Childhood
Education and Development, Act 04 1990.
shall be 100 percent of the approved costs of
the developmentally appropriate child carc
services for which such L%lstaLw7e IS procid-

SIC. 3315. PAMT)CIPA?H)N IN MEAl) Si'Awr PRO-

(a) Ciiii,n Cssz Sgavicis awn EXPAP.vea
R&cn START EUGLSILZTY.—Sectioo 645(a) of
tbe Read Start Act 42 13 SC. 9840(a)) is
amended—

(it In the second sentence of paragraph
1) by striking paragraph (2)" and insert-

ing "p ragraphs (2) and t3Y,; and
(2) by adding at the end the fo.low1ng
"(3XA) Funds allotted under section 640

that are attributable to funds tne avaIl—

able under section 3303(b)(l) cit the Early
Childhood Education and Development Act
of 1990 shall be expended ossly in aceord-
ance with this paragraph.

'CR) Funds allotted under seclxin 640 that
are attributable to funds made available
under section 3303(b)(l1 of the Early Child-
hood Education and Development Act of
1999 may be expended to enable Read Start
programs to provide developmentally appro-
priate child care aervlees throughout the
Lull calendar year to children who are ebgi-
ble under paragraphs (1) and 12) to parted-
pate in. and are participating In, head Start
programs so that such children receive full-
working.day services if such child care serv-
ices arc provided to meet the needs of par-
ents each of whom is working, or aU.ending
a job training or educational program,

"(C) Subject to subparagraph (D) and sub-
section (b)(2). funds allotted under section
640 that are attributable to funds made
available under section 303(b)1) of the
Early Cliiklhood Education and Develop-
ment Act of 1990 may be expended to
enable Head Start programs to provide
throughout the full calendar year both
Head Start services (other than services
specified in section 638(a)(3)) and develop-
mentally appropriate child care services to
children—

'(i) who are ineligible under paragraphs
U) and (2) to participate in Head Start pro-
granis and

"(ii) whose family Income is greater than
the poverty tine but less than 125 percent of
the poverty Tine:
so that such children receive full-working-
day services if such services are provided to
meet the needs of parents each of whom is
woi-king, or attending a job training or edu-
cational program.

"(D)(I) For purposes of carrying out this
paragraph, funds allotted under section 640
that are attributable to funds made avail-
able under section 3303(bXI of the Early
Childhood Education and Development Act
of 1990 may not be expended for a fiscal
year fr the purpose speclflcd in subpara-
graph (C> unless developmentally appropri-
ate child care services are provided under
subparagraph (B) for such fiscal year to all
children who are eligible to receIve such
serelees and whose parents resuest such
services.

"(ii) For any fiscal year, an amount not to
exceed 20 percent of the funds allotted
under section 640 that are attrlblitable to
funds made available under section
3303(bXl) of the Early Childhood Educa-
tion and Development Act of 1994) may be
expended for the purpose specified m sub-
paragraph (C>.

fbI s.—SectO 645'b) of the Head
Start Act (42 U.S.C. 9640(b)) is amended—

(1) by Inserting "U)" aftet-"(b)"; arid
(2) by adding at the end the Iollowtng
( 2) Parents of children who receIve Head

Start services (Including developmentally
appropriate child care services) under the
authority of subsection (aX3XC) s-hall pay a
portion of the cost of such services, based
on a sliding fee scale. Payments receIved
under this paragraph shsJ) be retained by
Head Start agencies and shall be expended
by such agencies only to carry out this sob-
chapter.".
SEC. 3317. ALNJMaNT A RgVtSlON OF

SLIDING PE) SCALE
The Heed Start Act (42 V.S.C. !81 -9852

is amended by adding at the end the follow-
ing:
"ESTABLISHMENT AND REVISION OF SLIDiNG YES

SCM.E

'Sac. 658. The Secretary shall estab&tsh
arid periodically revise, by rule, a sliding fee
scale that provides for cost sharing bctween
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the Federal Goeernment (acting Indirectly
through Head Start agencies) and the fami-
lies that receive services for which as,sist-
ance is provided under the amendments to
this Act made by Early Childhood Educa-
tion and Development Act of 1990. Such fee
scale shall be bit-ted on the services provided
to. and the income of the families (adu5ted
for family size and extraniclinary medical
expenses paid by the family as a result of a
disability of a family riiemler) 0.1. eltgble
children who receive such services, except
that families whose inconie does not exceed
the poverty line (as determined under sec
tion 652) may not be reQuired to pay a fee
for such services,".
SEC 331(4. TECflNICAL A3IEN0UENT.

Section 652(b) of the Head Start Act (42
US.C. 984ib)) amended by bwn-thig
"For All Urban Con.suiners" after Con-
eumer Price Index".
PART 2—EARLY CHIIJ)!lOOI) DE%'ll()P-

MF'4T AN!) SCIIOOL-ItFLATET) ChilD
CARE

SEC. 3321. CKAN-rS FOR STATE ANI) L04'AL V11i4-
GSAMS,

The Elementary and Secondary &hicatiori
Act of 1965 is amended—

(1) by redesignatthg tile X as title IX;
(2) by redesignating section;, 8001 through

8005 as sections 9001 through 900.5. respec-
tively; and

(3) by inserting before title IX (as redesig'
nated by paragraph (1)) the following new
title:
"Tl'TLE VIIl—KARLY CHILDW)O1) DEVEIAW.

MEN1' ANt) SCIIOOL-RELATfl) (:HlP.t
CARE

"SEc. tool: PROGR.SM At'rnogIyEn.
"(a) GENERAL Aumoairy,—The Secretary

shall make grants to eligible States to assist
in the expansion or establishment of bela-re-
and after-school child care or early child-
hood development programs thai. offer serv-
ices that—

"(I) are intended to provde an environ-
ment which enhances the educaiioaal.
social, cultural, emotional, and recreational
development of children; and

"(2) in thc case of before- and alter-school
child care—

"(A) are provided Monday through
Friday. including school holidays and vaca-
tion periods other than legal public boll,-
days, to children attending half'day early
childhood development progranls, kinder'
garten. or elementary or secondary school
classes during such times of the day and on
auch days that regular instructional services
are not in session; and

"(B) are not intended ta-extend or replace
the regular academic program.

'(b) AVAILABILITY OF APi-R0PaXATICiNs.—
Amounts shall be available to carry out this
title as provided in section 3303(b)(21 a-f the
Early Childhood Education and Develop'
nient Act of 1990.
'SEC. 52 sot:sm of GRAN'TS.

"(a) Gasans ros TanRJTtwiss.—
"U) The Secretary shall reserve 1 percent

Cd the amount made available for purpes
of carrying ovt this title in e&h fai year
for payments to—

'tA) Guam, American Samoa. the Virgin
Islands, the Commonwealth ci the North-
ern Mariana Islands, and the Trust Terri-
tory of the Pacific Islands aceordthg to their
respective needs for grants under this title;
and

'eB) the Secretary 01 the Interior in the
amount necessary—

'(i) to make paymentS to local educationo,l
agencies, upon such terms as the Secretari
determines will best carry oat the purposes
of this title wtth rect to mit-of-State
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Indian children in the elementary and sec- (C) Each State shall give priority for
ondary schools of such agencies under spe- grants under Bubparagraph (B) to local edu-
cial contracts with the Department of the cational agencies—
Interior, In amounts determined by the See- '(i) that have under their jurisdiction the
retary In accordance with the provisions of greatest concentrations of children whose
section -1005(d)(1); and families have very low income;

"(H) to meet the needs of Indian children "(ii) that will use amounts made available
on reservations serviced by elementary and under the grant to supplement not sup-
secondary schools for Indian chfldren oper- plant, non-Federal funds being used before
ated with Federal assistance or operated by the grant Is received for the purposes for
the Department of the Interior, pursuant to which the grant is provided; and
an agreement between the Secretary and "(iii) that are located in areas in greatest
the Secretary of the Interior made in ac- need of child care and early childhood de-
orthnce with the prov1sions of section velopment services, taking Into consider-
1005(dX2). ation the needs and resources assessment

"(2) The grant which a local educational conducted under section 659F of Public Law
agency In Ouam, American Samoa, the 97-35.
VirgIn Islands, the Commonwealth of the "(D) The State may not make a giant
Northern Mariana Islands, and the Trust under th paragraph for an amount that is
Territory of the Pacific Islands is eligible to less than $5,OW
receive shall be determined pursuant "(3) For purposes of determining the
such criteria as the Secretary determines amount that a local educational agency in a
will best carry out the purposes of this title. State would be eligible to receive under this

"(b) Grrrs FOR LOCAL EDUCATIONAL AGEN. title, the Secretary shall include children
CIES AND CoMMoNwL pO aged 4 in the count conducted under section
Rico.— 1005(c).

"(1XA) In each fiscal year, the Secretary "(4) For purposes of this subsection, the
ahall determine which local educational term 'State' does not Include Guam, Amen-
agencies in a State are eligible to receive a Samoa, the Virgin Islands, the Corn-
grant under subparagraph (B) and the monwealth of the Northern Mariana Is-
amount of the grant each such local educa- lands, and the Trust Territory of the
tional agency is eligible to receive in accord- Pacific Islands.
nce with the provisions of subsections (a) "(c) LIMITATION—Notwithstanding the
through (C) of section 1005, section 1403(b), provIsions of this section, the amount paid
and subparagraph (B). to any State under this title for any fiscal

"(B) Except a provided n paragraph (2), year shall not exceed 150 percent of—
and subject to the availability of appropria- "(1) the amount received by such State
tions, in any fiscal year a local educational under this title in the preceding flscal.year;
agency shall receive a grant under this sub-
section only if the amount of the grant
which 8uch local educational agency is eligi-
ble to receive, as determined, under subsec-
tions (a) through (c) of section 1005 and sec-
tion 1403(b)—

"(i) isnot less than $15,000; or
"(ii) is not tess than $5,000, in the case of

a local educationa' agency which has under
its jurisdiction children at least 30 percent
of whom are eligible to be counted under
section 1005(c).

"(2)(A) In each fiscal year, amounts re-
maining from amounts appropriated for the
purpose of making grants under this title
after carrying out subsection (a) and para-
graph (1) shaU be allocated to the States for
the purpose of making grants to local educa-
tional agencies that did not receive a grant
under paragraph (1) for such fiscal year,
Each State shall receive under this para-
graph an amount that bears the same rela-
tionship to such remaining amounts as the
amount received by all local educational
agencies in such State under chapter 1 of
title I in the preceding fiscal year bears to
the amount made available to carry out
such chapter in such fIscal year, except that
In any fiscal year no 8tate may receive any
amount under this paragraph that, when
added to the amount received under para-
graph (1) in such fIscal year by all local edu-
cational agencies In such State, would total
more than an amount that bears the same
relationship to the amount made available
for purposes of carrying out this title for
such fIscal year a the amount received by
all local educational agencies In such State
in the preceding fIsca' year under chapter 1
of title I bears -to the amount made avail-
able to carry out such chapter In such fiscal
year.

"(B) 8ubject to subparagraphs (C) and
U)), in each fIscal year each State shall,
from amounts made available to it under
this paragraph, make grants to local educa-
tional agencies that did not receive a grant
under paragraph (1) for such fiscal year, for
the purposes specified in sectIon 8001.

or
"(2) an amount that bears the same rela-

tionship to the amount made available to
carry out this title as the amount received
by all local educational agencies in such
State under chapter 1 of title I in the pre-
ceding fiscal year bears to the amount made
available to carry out such chapter in such
fiscal year.
"SEC. 8003. LOCAL PROGRAM REQUIREMENTS.

"(a) APPLICATION.—A local educational
agency that desires to receive funds under
this title shall submit an application to the
State that includes a 2.year plan describing
how the local educational agency will use
such funds to carry out the purposes of this
title.

'(b) Us OF Fuxns.—Each local education-
al agency that receives funds under this
title shalt use such funds to expand, estab-

- lish, or operate an early childhood develop-
ment program or before- and after-school
child care program, or both, in accordance
with the application and plan approved by
the State. Each such program shafl meet
the fouowing requfretnent:

"(1)(A) An early childhood development
program shall be provided at the costs de-
sciibed In subparagraph (C) for children de.
scribed in subparagraph (B).

"(B) Children described in this 8ubpara.
graph are children from families—

"(1) wIthin the area served by the local
educational agency; and

"(U) In which the parent or parents work
or are in education or training programs.

"(C) The program described In subpara-
graph (A)—

"(I) shall be provided at no cost for 4-year-
old children from families within the area
served by the local educational agency with
income of not more than 100 percent of the
poverty level (to the extent such services
are not available under the Head Start Act);
and

'(ii) may be provided, from not more than
25 percent of the funds provided under this
title that will be used to provide such pro-
gram-
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"(I) on a sliding fee scale for 4year-old

children from families within the area
served by the local educational agency with
income of more than 100 percent of the pov-
erty level but not more than 160 percent of
the lower living 8tandard income level; and

"(LI) on a full-fee basis for children from
families within the area served by the local
educational agency with income of more
than 160 percent of the lower living stand-
ard income level.

"(2) At the option of the local educational
agency, an early childhood development
program may be provided for 3year-old
children under the terms described in para-
graph (1).

"(3)(A) A before- and after-school child
care program shall provide such care at the
costs described in subparagraph (C) for chil
dren described in subparagraph (B). Such
program shall consist of services that—

(i) are provided during such times of the
day when regular Instructional services are
not in session; and

"(ii) are not Intended as an extension of or
replacement for the regular academic pro.
gram, but are intended to provide an envi-
ronment that enhances the social, educa-
tional, cultural, emotional, and recreational
development of school-age children.

"(B) Children described in this subpara-
graph are chfldren from famflies within the
area served by the local educational agency
and in which—

"U) the parent or parents work or are in
education or training programs; and

"(ii) the children are attending early
childhood development programs, kinder-
garten, or elementary or secondary school
classes.

"(C) The care described in subparagraph
(A)—

"U) shall be provided at no cost for chfl
dren from families within the area served by
the local educational agency with income of
not more than 100 percent of the poverty
level; and

"(ii) may be provided, from not more than
25 percent of the funds provided under this
title that will be used to provide such care—

"(I) on a sliding fee scale for children
from families within the area served by the
local educational agency with income of
more than 100 percent of the poverty level
but not more than 160 percent of the lower
living standard income level; and

"(H) on a full-fee basis for children from
families wIthin the area served by the local
educational agency with income of more
than 160 percent of the lower living stand-
ard income level.

"(4XA) Services shall be available during
the full working day for 4-year-olds (and for
3-year-olds, where offered). Such services
may only include an early childhood devel-
opment program or before and after-school
care, or both.

"(B) Before- and after-school care shall be
available for the calendar year, Monday
through Friday, excluding legal public holi-
days.

"(5) The local educational agency shaH
provide for the Inclusion in each program of
eligible children enrolled in private early
childhood development programs and in pri-
rate kindergarten and elementary and sec-
ondary schools in accordance with the pro-
visions of chapter 1 of title I relating to the
participation of children enrolled in private
schools.

"(6) Each early childhood development
program shall be in compliance with—

"(A) applicable State regulatory standards
for health an safety; and

"(B) applicable State standards for proS
ginn quality.
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"(7) With respect to early childhooddevel-

opment programs, norm-referenced and cri-
terion-referenced standardized tests shell
not be administered.

"(8) With respect to before- and after-
school child care programs—.

"(A) each such program Provided shall.he
developmentally appropriate and meet the
diverse recreationaL social, emotional, cul-
turel, end educational needs of school-aged
children; and

"(B) each such program shall be in corn-
pilonce with—

"(I) applicable State regulutorystandards
filw health end safety; end

"(II) applicable State standards for pro-
gram uellty.

"(s) A smooth transition of children shall
be encouraged—

"(A) from early childhood development
programs to kindergarten; and

"(B) from kindergarten to grade 1.
"(10) ServIces shall include—
"(A) ade<uate and nutritious meals and

snacks;
"(B) If practicable, social services; and
"(C) In the case of early childhood devel-

opment programs—
"U) coordination of such health and nutri-

tion services as are availabler from other
agencies for children in such programs; and

"(Ii) referrals to health and social services
for which en enrolled child end the family
of such child are eligible under Federal,
State, or local law.

"(11) InformatIon, programs, and activi-
ties for parents shall be provided, to the
extent practicable, In a language and form
the parents understand.

"(c) Fzss.—Payments received by local
educational agencies from parents of chil-
dren who receive early childhood develop-
ment services under the authority of subsec-
tion (b)(1)(C)(ii) or before- and after-school
child care services under the authority of
subsection (b)(3)(C)(ll) shall be retained by
such agencies and shall be expended by
such agencies only to carry out this title.

"(d) CooannirnoN wim EXISTING PRovIa-
zas.—Each local educational agency that re-
ceives funds under this title shall coordinate
the program carried out with such funds
with other public entities and private non-
profit community-based organizations that
provide before- and after-school child care
and early childhood development programs
in the area served by the local educational
agency, Including entities and organizations
that provide programs with assistance re-
ceived under section 619 of the Education of
the Handicapped Act.

"(e) CONTR.AC'rING Aumoarry.—
"(1) A local educational agency may pro-

vide a before- and after-school child care
program or early childhood development
program in accordance with the provisions
of this title through grants to or contracts
with other public entities and eligible pri-
vate nonprofit community-based organiza-
tions that provide before- and after-school
child care programs or early childhood de-
velopment programs, as appropriate. In
making a grant or entering into a contract
under the authority of the preceding sen-
tence, a local educational agency shall give
priority to a program offered in a public
school building, If the cost of 8uch program
is comparable to the costs of programs of-
fered in other facilities.

"(2) To be eligible for a grant or contract
under this subsection, a private nonprofit
community-based organization shall provide
assurances that—

"(A) the organization is able to and willing
to enroll in the program, or has a history of
enrolling, racially, ethnically, linguistically,
and economically diverse children and chil-
dren with disabilities;
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"(B) the organization will .ensura that the

program is in compliance with section 35 of
the Heed Start Act; and

"(C) the organization will comply with
other reasonable reculrei-nents established
by the local educational agency consistent
with the purposes of this title.

"(3) TItle IX of the Education Amend-
ments of 1372 shall apply to any program or
octivity provided with anistance under this
title to the same extent end In the same
manner so any program or activity included
within the meaning of such term under
such title IL References In this title to sec-
tion 65I of the Head Start Act shall be con-
strued so as to be consistent with such title
Ix'
"sac. sss. 5AT5 OCLWS nzQWnaMenIw.

"(a) Smrx Esucsrsoasa AGmCY Assun-
sncxs.—Xn order for a State to participate
under this title, the State shall submit to
the Secretary, through its State educational
agency, assurances that the State educa-
tional agency—

"(1) will meet the recluirements in para-
graphs (2) and (5) of section 435 of the Gen-
eral Education Provisions Act, relating to
fiscal control end fund accounting proce-
dures;

"(2) will establish, before the expiration of
the 3-year period beginning on the date of
the enactment of the Early Childhood Edu-
cation and Development Act of 1990—

"(A) standards for early childhood devel-
opment programs for which funds are re-
ceived under this title, which shall include
standards relating to—

"(i) group size limits In terms of the
number of staff members and the number
and ages of children;

"(II) the maximum appropriate child-staff
ratios;

"(III) qualifications and background of
8taff members;

"(iv) health, nutrition, and safety require-
ments for children and staff members; and

"(v) parental involvement; and
"(B) standards for before- and after-

school child care programs for which funds
are received under this title, which shall in-
dude standards relating to—

"(I) Inservice training for staff members;
"(Ii) health, nutrition, and safety require-

ments for children and staff members; end
"(iii) parental involvement;
"(3) wIll ensure that its local educational

agencies and State agencies receiving funds
under this title comply with any applicable
statutory and regulatory provisions pertain-
ing to this title; and

"(4) wIll require any local educational
agency that desires to receive assistance
under this title to submit an application for
such assistance that includes a 2-year plan
describing how the local educational agency
will carry out the objectives of this title.

"(b) LIMITATION ON STATE PRoGa,ass
Cosiu.—The State educational agency may,
from the amounts paid to it pursuant to sec-
tion 8008, use not more than 3 percent of
such amounts for costs of administration re-
lated to carrying out this title.
"SEC. MIS. ESTABUSHMEN'T AND REVISION OF

SUDING FEE SCALE.
"The State shall establish and periodically

revise, by rule, a sliding fee scale that pro-
vides for cost sharing between the Federal
Government (acting indirectly through the
State and local educational agencies) and
the families that receive child care or early
childhood development services for which
assistance is provided under this title. Such
fee scale shall be based on the aervlces pro-
vided to, and the income of the families (ad-
justed for family size and extraordinary
medical expenses paid by the family as a
result of a disability of a family member) of,
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eligible children who receive such services,
except that it shall apply only tp services re-
ceived by children from families with
income of more than 100 percent of the pov-
erty level but not more than 160 percent of
the lower living standard income level.
"sac. ens. IAYNEN1'S YO STATES.

"The Secretary shell pay to each State on
timely basis, in advance or otherwise, the

amount which it and the local educational
agencies of such State are eligible to receive
under this title.-
"sac. SSSS. rrnwm 10 LOCAL SISUCATIO%AL

"Each State educational agency shall dis-
tribute not less than 97 percent of the
amounts paid to it pursuant to section 8006
to the local educational agencies of the
State which are eligible to receive grants
under this title and which have applications
and plans approved by the State.
"sat. ICSS. D51TIONS.

"For purposes of this title:
"(1) The term 'community-based organiza-

tion' means an organization that—
"(A) is representative of the community

or significant segments of the community;
and

"(B) provides child care, preschool pro-
grams, or early childhood development pro-
grams.

"(2) The term 'early childhood develop-
ment program' means a program to provide
educational services that are appropriate for
the child's age and all areas of the individ-
ual child's development, including physical,
emotional, social, cultural, cognitive, and
communication, and including services ap-
propriate to meet the needs of children with
disabilities.

"(3) The term 'full working day' means at
least 10 hours per day.

"(4) The term 'lower living standard
income level' means that income level (ad-
justed for regional, metropolitan, urban,
and rural differences and family size) deter-
mined annually by the Secretary of Labor
and based on the most recent lower living
family budget Issued by the Secretary of
Labor,

"(5) The term 'poverty level' means the
criteria of poverty used by the Bureau of
the Census in compiling the most recent de-
cennial census for a family of 4 in such form
as those criteria have been updated by in-
creases in the Consumer Price Index For All
Urban Consumers.

"(6) The term 'sliding fee scale' means the
sliding fee scale established and revised
under section 8005.".
SaC. 3322. TECIO4ICAL AMENDMENT.

The first sentence of section 1005(c)(2)(B)
of the Elementary and Secondary Education
Act of 1965 (20 U.S_C, 2711(c)(2)(B)) is
amended by inserting after "Consumer
Price Index" the followthg "For All Urban
Consumers".

PART 3—CMILD CARE QUALITY
IMPROVEMENT

SEC. 3331. QUALITY IMPROVEMENT.
Chapter 8 of subtitle A of title Vi of

Public Law 97-35 (42 U.S,C. 9871-9877) is
amended—

(1) by redesignating subchapters C, D, and
E, as subchapters D, E, and F, respectively;
and

(2) by Inserting after subchapter B the
followthg

"SUBcHAP'rsR C—CIm.D C*sa QUALITY
IMPROVEMENT

"SEC. 658A. SHORT TITLE.
"This subchapter may be cited as the

'Child Care Quality improvement Act'.
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"SEC. 65R. AUTHORITY TO PROVIDE FINANCIAL

ASSISTANCE.

The Secretary may provide financial as-
sistance to eligible States, and to Indian
tribes and tribal organJzation, to carry out
thLs subchapter.
SEC. 68C. AMOUNTS RESERVED; ALLOTMENTS.
'(a) ArtoUNrs REsv.—
"(1) TERRITORIES A!cD PossEssioNs—The

Secretary shall reserve not to exceed one
half of 1 percent of the amount made avail-
able under section 3303(bX3 of the Early
Childhood Education and Development Act
of 1990 in each fiscal year for payments to
Guam, Amedcan Samoa, the Virgin Islands
of the United States, the Commonwealth of
the Northern Martana Islands, the Repub'ic
of the Marshall I1ands, the Federated
States of Micronesia, and Palau, to be allot-
ted tn accordance with their respective
needs.

"(2) INDIs.—The Secretary shall reserve
an amount, not less than 1.5 percent and
not more than 3 percent of the amount
made available under section 3303(b)(3) of
the Early Childhood Education and Devel-
opment of 1990 tn each fiscal year, to carry
out subsection (c) regarding Indian children.

'(b) STATE ALLOTMErr.—
"(1) GENERAL RULE—From the remaLnder

of the amount made available under section
3303(b)(3) of the Early Childhood Educa-
tion and Development Act of 1990 for each
fIscal year, the Secretary shall allot to each
State (excluding jurisdictions referred to tn
subsection (a)(1)) an amount eQual to the
sum of the following:

"(A) Fifty percent of the amount that
bears the same ratio to such remainder as
the product of the young child factor of the
State and the allotment factor bears to the
sum of the corresponding products for all
States.

"(B) Fifty percent of the amount that
bears the same ratio to such renainder as
the product of the school lunch factor of
the State and the allotment factor bears to
the sum of the corresponding products for
all the States.

'(2) LIMrrATI0N5.—If a sum determined
under paragraph (1)—

"(A) exceeds 1.2, then the allotment
factor of that State shall be considered to
be 1.2; and

(8) Is less than 0.8, then the allotment
percentage of the State shall be considered
to be 0,8.

"(3) DETERMIWATIOT OF ALLOTMtNr
FACTOR.—

"(A) Ir GENtflAL.—The allotment factor for
a State means—

'(i) the per capita income of all Lndivid-
uals in the United States; divided by

"(ii) the per capita Income of all Individ-
uals in the State.

'(B) PER cApITA INc0ME.—For purposes of
subparagraph (A), per capita Income shall
be-

"(i) determined at 4-year tntervais;
"(ii) applied for the 4-year period begin-

ning on October 1 of the first fiscal year be-
ginning on the date such determination Ls
made: and

"(iii) equal to the average of the annual
per capita Incomes for the most recent
period of 3 consecuti'e years for which sat-
isfactory data are available from the De-
part.ment of Commerce at the time such de-
termination is made.

"(c) PAYMENTS FOR THE BENEFIT OF INDIA1
CRILDN.—

"(1) INDIAN TRIBES AND TRIBAL ORGANIZA-
TX0N5.—From the funds reserved under sub-
section (a)(2), the Secretary may. upon the
application of an Indian tribe or tribal orga-
nization, enter into a contract wiTh or make
a grant to such Indian tribe or tribal organi-
zation for a period of 2 years, subject to sat-
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Lsfactory performance, to plan and carry out
programs and activities that are consistent
with thLs subchapter. Such contract or
grant shall be subject to the terms and con-
ditions of section 102 of the Indian SeIf-De-
termination Act (25 U.S.C. 450f) and shall
be conducted Ln accordance with sections 4,
5. and 6 of the Act of April 16, 1934 (48 Stat.
596; 2.5 U.S.C. 655-657), that are relevant to
such programs and activities.

"(2) INDIAN RESERvATIONS.—Ifl the case of
an Indian tribe Ln a State other than the
States of Oklahoma, Alaska, and California.
such programs and activities shall be carried
out on the Indian reservation for the bene-
fit of Indian children.

'(d) Rioriziis,—
'(1) IN GENEEAL.—Afly portion of the allot-

ment under subsection (b) to a State that
the Secretary determines Is not required to
carry out a State plan approved under sec-
tion 658E, In the period for which the allot-
ment Is made available, shall be reallotted
by the Secretary to other States In propor-
tion to the original allotments to the other
States.

"(2) LIMnATI0N5.—(A) The amount of any
reallotment to which a State Is entitled to
under paragraph (1) shall be reduced to the
extent that it exceeds the amount that the
Secretary estimates win be used In the State
to carry out a State plan approved under
section 658E.

"(B) The amount of such reduction shafl
be similarly reallotted among States for
which no reduction Ln an allotment or real-
lotment Is required by this subsection.

"(3) AiouiTs ftEALLoTrED.—For purposes
of any other section of thIs subchapter, any
amount reallotted to a State under this sub-
section shall be deemed to be part of the al-
lotment made under subsection (b) to the
State.

"(e) DpnrrjoN.—For the purposes of this
section. the term 'State' means any of the
several States, the District of Columbia. or
the Commonwealth of Puerto Rico.
"SEC. 6580. LEAD AGENCY.

"The chief executive officer of a State
that desires to receive funds under this sub-
chapter shall designate, in an application
submitted to the Secretary under section
658E(a), a State agency to act as the lead
agency to perform administrative functions
to carry out this subchapter. The State
agency so designated shall be the State
agency that has primary responsibility for
child care Ln the State.
"SEC. 6&SE. APPLICATION AND PLM.

"(a) APPLIcATION—To be eligible to re-
ceive funds under this subchapter, a State
shall submit an application to the Secretary
a 3uch time, In such manner, and contain-
ing sueh Information as the Secretary may
require by rule.

'(b) PLAj.—(1) The application of a State
submitted under subsection (a) shall Lnclude
an assurance that the State will comply
with the requirements of this subchapter
and a State plan that Is designed to be im-
plemented during a 5-year period and that
meets the requirements of subsection (c).

"(2) A State that receives funds for thLs
subchapter after the expiration of the
three-year period beginning on the date of
enactment of this subchapter shall have in
effect minimum child care standards that
apply to child care services provided Ln the
State by child care providers that receive
public financial assLstance and that are re-
quire to be licensed and regulated by the
State. The standards shall consLst of the fol-
lowIng:

'(A) Ct-s cHILD CARE sERvIcES.—
Such standards submitted with respect to
child care services provided by center-based
child care providers shall be limited tO—
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U) group size limits Ln terms of the
number of caregivers and the number and
ages of children;

'(ii) the maximum appropriate child-staff
rations:

'(iii) qualifications and background of
child care personnel;

"(iv) health, nutrition, and safety require-
ments for children and caregivers: and

"(v) parental involvement in licensed and
regulated child care services.

'(B) FAMiLY CHILD cARE sRvICEs.—Such
standards submitted with respect to child
care services provided by family child care
providers shall be limited to—

'(I) the maximum number of chi]dren for
which child care services may be provided
and the total number of inZants for which
child care services may be prosidecL

"(ii) the minimum age for caregivers; and
'(iii) health, nutrition. and safety requIreS

ments for children and caregivers.
"(C) GROUP HOME CHILD CARE sERvIcES.—

Such standards submitted with respect to
child care services provided by group home
child care providers shall be limited to the
matters specified Ln subparagraphs (A) and
(B).

'(c) REQUXREMINT5 OF THE PLAN.—
'(1) LEAD AGENcY.—(A) The plan shall

identify the lead agency designated in ac-
cordance with section 658D and contain as-
surances that—

'(i) funds received under this subchapter
by the State will be adminLstered by the
lead agency; and

"(ii) the lead agency will comply with the
requirements of subparagraph (B).

"(B)(i) The lead agency shall review the
law applJcable to, and the licensing require-
ments and the policies of, each licensLng
agency that regulates child care services and
programs in the State unless the State has
reviewed such lawS requirements, and poli-
cies In the 3-year period ending on the date
of the enactment of the Early Childhood
Education and Development Act of 1990.

"(ii) Not later than 18 months after the
date of the enactment of the Early Child-
hood Education and Development Act of
1990, the lead agency shall prcpare and
submit a report to the chief executive offi-
cer of the State. Such report shall contain—

"(I) a statement of the findings and rec-
ommendations that result from the review
carned out under clause (i), Including a de-
scription of the current status, and recom-
mendations for improvement, of child care
licensing, regulating, monitoring, and en-
forcement In the State; and

"(II) recommendations regarding stand-
ards that should apply to local educational
agencies that receive funds under title VIII
of the Elementary and Secondary Education
Act of 1965 to provide child care services.

"(2) ACTIvITIES TO LMPROV THE QUALITY OF
cHILD cAa1.—The plan shall provide that the
State shell use funds receIved under this
subchapter to do I or more of the following

"(A) Provide fInancial a.ssi5tance to estab-
lish or expand local resource and referral
programs under section 658F.

'(B) Improve the quality of child care
services and early childhood development
programs In the State by providing training
In accordance with th.e requirements of sec-
tion 65RG.

"(C) improve the quality of child care
services by improving the monitoring of
compliance with, and enforcement of, the li-
censing and regulatory requirements (in-
clud.ing registration requirements) of the
State.

"(D) Improve salaries and other compen-
sation paid to full- and part-time staff who
provide child care services—
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"(i) for which assistance Is provided under

the Head Start Act or title VU! of the Ele-
rnentary and Secondary Education Act of
1965: and

"(ii) to the extent practicable, In other
major Federal and State child care pro-
grams, except programs conducted pursuant
to part A of title IV of the Social Security
Act;
to the extent that such salaries and other
compensation are Inadequate.

"(3) OTHER ALLOWABL.E AcrIvITIzs.—The
plan shall provide that the State may use
not more than 5 percent of the funds re-
ceived under this subchapter to do 1 or
more of the following:

"(i) Make low-Interest loans t.o eligible
child care providers that are nonprofit child
care providers and family child care provid-
ers to make renovations and improvements
In existing facilities to be used to carry out
child care programs.

"(ii) Make grants or low-interest loans to
child care providers to assist such providers
to meet Federal, State, and local child care
standards, giving priority to such providers
that serve children of families that have
very low Income.

"(iii) Make grants to local public libraries
(and elementary and secondary school li-
braries, as appropriate) to Improve tle qual-
ity of early childhood learning resources
and to expand the availability of such re-
8ources to eligible child care providers (par-
ticularly family child care providers) that
provide child care services to preschool chil-
dren, and to the preschool children and
their familles served by such providers.

"(iv) if funds are not appropriated to
carry out title V of the Early Childhood
Education and Development Act of 1990 In a
fiscal year, make grants In such fiscal year
to busmessea for the purpose, and under the
terms and conditions, specified In such title.
Amounts (Including Interest) received by
the State for the repayment of loans made
under this paragraph shall be used by the
State to carry out this subchapter.

0(4) ENFoRccicr OF UCEN5ING F.ND OTHER
REGULATORY RQUIRZME1TS (INCLUDING REGIS-
TRATIoN RZQUIREMENTS) .—The plan shall
provide that the State, not later than 3
years after the date of enactment of the
Early Childhood Education and Develop-
ment Act of 1990, shall have In effect en-
forcement policies and practices that wiUbe
appilcable to all licensed or regulated child
care providers (Including child care provid-
ers required to register) In the State, Includ-
ing policies and practices that—

'(A) require personnel who perform In-
spection functions with respect to licensed
or regulated child care services to receive
tra$nlng In child development, health and
safety, child abuse prevention and detec-
tion, the needs of children with a disability,
program management, and relevant law en-
forcement;

"(B) Impose personnel requirements to
ensure that Individuals who are hired as li-
censIng Inspectors are qualified to Inspect
and, to the maxImum extent feasible, have
Inspection responsibility exclusively for chil-
dren's services;

"(C) require—
°(i) personnel who perform Inspection

functions with reapect to licensed or regu-
lated child care services to make not less
than 1 unannounced Inspection of each
center-based child care provider In the State
annually;

"(U) personnel who perform Inspection
functions with respect to licensed or regu-
lated child care services to make unan-
nounced Inspections periodically, and during
noi-nial hours of operation, of licensed and
regulated family child care providers In the
State; and
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"(D) require the ratio of licensifg person-

nel to child care providers In the State to be
maintained at a level sufficient to enable
the State to conduct Inspections of child
care facilitiea and providers on a timely
basis and otherwise to comply with the en-
forcement requirements of this section;

"(E) require licensed or regulated child
care providers (Including registered child
care providers) In the State—

"(i) to have written policies and program
goals and to make a copy of such policies
and goals available to parents; and

"(ii) to provide parents with unlimited
acce to their children whenever children
of such parents are In the care of such
providers;

"(F) implement a procedure to address
complaints of parents and child care provid-
ers;

"(0) prohibit the operator of a child care
facility to take any action agaInst an em-
ployee of such operator that would adverse-
ly affect the employment, or terms or condi-
tions of employment, of such employee be-
cause such employee communicates a fail-
ure of such operator to comply with any ap-
plicable licensing or regulatory requirement;

"(H) make consumer education Iiiforma-
tion available to Iiiform parents and the
general public about licensIng requirements,
complaint procedures, and policies and prac-
tices required by this paragraph;

"(I) require a child care provider to post,
on the premises where child care services
are provided, the telephone number of the
appropriate licensIng or regulatory agency
that parents may call regarding a failure of
such provider to comply with any applicable
licensing or regulatory requirement; and

"(J) require the State to maIntain a record
of parental complaints and to make Iiil or-
mation regarding substantiated parental
complaInts available to the public on re-
quest.

"(5) LIMITATION ON ?DMINISTRATIV! LX-
pNsEs.—The plan shall provide that not
more than 2 percent of the funds received
under this subchapter will be used to pay
adrnlnLstrative costs Incurred by the lead
agency to carry out this subchapter.

"(6) RgP0RT.—The plan shall provide that
not later than December 31, 1992, and at 2-
year Intervals thereafter, the State will
submit to the Secretary a report—

"(A) specifying—
"(i) the uses for which the State expended

under paragraph (2) funds received by the
State; and

"(ii) with respect to each use specified
under clause (i), the amount of such funds
expended;

"(B) stating the reasons supportIng the se-
lection of each such use and the amount of
such funds expended for each such use;

"(C) identifying the extent to which other
resources of the State were expended for
each of the activities described In subpara-
graphs (A) through (D) of such paragraph;
and

"(D) containing data designed to show—
"(i) how the child care needs of families In

the State are beIng fulfilled, Including Iiifor-
ination on—

"(I) the number of children being assisted
with funds provided under this subchapter,
and under other State and Federal child
care programs, except programs conducted
pursuant to part A of title IV of the Social
8ecurlty Act,

"(H) the type and number of child care
programs, child care providers, caregivers,
and support personnel located In the State;
and

"(III) salaries and other compensation
paid to fuJi- and part-time staff who provide
child care services; and
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"(ii) the extent to which the availability

of child care services has Increased:
during the 2-year period for which such
report is required to be submitted.
SEC. 658F. RESOURCE AND REFERRAL PROGRAMS.
"(a) REC0GNITI0N.—Each State that de-

sirea to provide assistance under subsection
(b) shall recognize a community-based orga-
nization, a public organization, a unit of
general purpose local government, or a
public agency that represents a combination
of units of general purpose local govern-
ment as the resource and referral agency
for a particular geographical area in the
State.

'(b) FuNDING—Each State that receives
funds under this subchapter for a fIscal year
may provide assistance, In such fiscal year,
to the organizations recognized under sub-
section (a) to enable such organizations to
carry out resource and referral programs—

"(1) to identify existing child care serv-
ices;

"(2) to provide to Interested parents infor-
mation and referral regarding such services;

"(3) to provide or arrange for the provi-
sion of information and trainIng to existing
and potential child care providers and to
others (including busInesses) concerned
with the availability of child care services:
and

"(4) to provide Iiiformation on the
demand for and supply of child care services
located in a community.

"(c) REQUIRXMENTS.—TO be eligible for rec-
ognition as a resource and referral agency
for a designated geographical area in a
State, an organization shall—

"(1) have or acquire a database of infor-
mation on child care services In the geo-
graphical area that the organization conun-
ually updates, Including child care services
provided In centers, nursery schools, and
family child care settings:

"(2) have the capability to provide re-
source and referral services In the designat-
ed geographical area;

"(3) be able to respond In a timely fashion
to requests for Iiiformation or assistance;

"(4) be a public agency, or a community-
based organization, located In the geo-
graphical area to be served: and

"(5) be able to provide parents with a
checklist to identify quality child care serv-
ices.

'(d) Dtrr.—An organization recognized
under subsection (a) as a resource and refer-
ral agency shall gather, update, and provide
Information concernIng child care services
available from eligible child care providers
In the geographical area served by such or-
ganization.

'(e) LIMITATION ON INTORMATI0N.—Afl or-
ganization recognized under subsection (a)
as a resource and referral agency shall not
provide Iiiformation concerning any child
care program or services which are not li-
censed or regulated, and not exempted from
licensing and regulation, by the State.
SEC. 658G. TRAINING AND RELATED ACFIV!TIES.
"(a) GPAiis &m CoIqrnAcrs FOR TRAXN-

ING.—A State may make grants to and enter
Into contracts with public agencies, nonprof
it organizations, and Institutions of higher
education to develop and carry out child
care trainIng programs under which preser
vice and contInuing Inservice trainIng is pro.
vided to—

"(1) staff who provide child care services
for which assistance is provided under the
Head Start Act or title VIII of the Elemen
tary and Secondary Education Act of 1965
and

"(2) staff of eligible child care providr
and staff of resource and referral prograrn
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food proaes spaoes, and mily child
care ciMions to li1e such orgsnlan-
tl to develop sad carry out child caretintag rogsncae under which Naserwboo
and Imervice training Ic to eligible
child care providers that are family child
care providers.

"(2) ilO5I5UiiT 5QUI von OaABXS
AnD cos'rasers.—To be eligible to receive a

or enter into a contract under pam-
grh (1),, a nonprofit organIzation shall—.

'1k) recruit and train Individuals to
become family child care providers, incThd-
lag providers with the capacity to provide
night-time child care services and emergen-
cy child care services at irregular hours (as
well as emergency care for sick children);

"(El provide ongo4ng training to individ-
uals who are family child care providers, In-
eluding spreinutsed training in working with
lofante

"(C) eperwte reeoca'ce centers to make de-
velopmentally appropriate curriculum mate-
rials available to family child care providers;

"ID) provide grants to family child care
providers for the purchase of moderate coat
equipment to be used to provide child care

cad
'(L) provide such other services to family

child care providera Ia the communities of
such organhetlon m the lead' agency deter-'
mines tn be. appropriate.
'8C. 155* L5MlTA1'an8 O! il85 Of FDMNCL&L

4STANCE
"(a) asrvTuTIca Or F Ba,—Fun4is re-

ceived under—
"(1) the amendments to the Head Start

Act made by the 3rly Childhood Education
and Development Act of 1990

"(2) tIti. VIII of the Elementary and Sec-
ondary Education Act of lOIS or

"(3) taubchapter
by the State may be used only to supple-
ment, not to supplant, the amount of Feder-
al. Stat., end local funde expended for the
support of the setivlties for which such
funds are received.

"(b) EXTSTIIPG Faczurne.—No financial
assistance provided txider the provisions of
law specified in subsection (a) may be ex-
pended to renosu or repair any facility
unless.—

"(1) the child care provider that receives
such financial assistance agrees—

"(A) hi the case of a grant, to repay to the
S.es'etary or the State, the case may be,
the ainmmt that bears the same latin to the
amount of such vn as the value of the
renovatloa or aIr, as of the date such
pmvider ce to provide child care services
in such isdhity in secordence with this sub-
chapter, bean to the or Inal value of the
renovation orrepalr. and

"(B) lu the case 01 a loan, to repay lmmè-
diately to the Secretary or the State, as the
case may be, the principal amount of such
loan outstanding and any interest accrued,
as of the date such provider ceases to pro-
vide child care services in such facUlty In ac-
cordicc- with this subchapter;
if such provider does ant provide child care
services in suck facility In accordance with
this subchapter thsoughout the useful life
of the renovation or repair; and

"(2) if such provider is a sectarian agency
or orgknl7.atlon. the renovation or repair Is
necessary to bring such facility Into compil-
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anee with health aM safety asquhomenin
Imposed as result of such proalsions of

sect rrcnna
"in) orxnw or Coaceusace n

shell mon-
itor Stain aw with this schapter
and' the glan arovcU cactian 6iSE
fce the Stole.

"(bNoncoreruansu.—
"(11 In csujaaan,—If the Seccatar, 1ter

rcaah1h notice and opportunity for
hearing to StcLc, finds that—

"(Al there han bean a failure by the Stein
to comply aubstantisl]y with any pcavtslcn
or any requirements act forth in the plan
approved under section SliE for the State;
or

'W) In the operation ci any program or
project for which assistance is provided
under this subchapter there is a failure by
the State to comply substantially with any
provision of this subchapter;
the Secrotary shall notify the State of the
finding and that no further payments may
be made to such State under this subchap-
ter or, in the case of noncompliance in the
operation of a, prom cv activity, that no
further payments to the Stats will be made
with respect to such program er activity)
until the Secretary I satisfied that there is
noinoger any such failure to comply or that
the noncompliance will be promptly carrect
ed,

"(21 Asoirsonar, s rrnan.—to the case of
a finding of aancosapliance made pursuant
to paragraph (1), the Secretary may, in ad-
dition to Imposing the sanctions deecribed in
such psxsgz-aph, impose other appropriate
sanctions, Including recoupment of money
improperly expended for purposes prohibit-
ed or not authorired by this subchapter, and
dIsqualificatIon from the receipt of financial
assistance under this sub- chapter.

"(3) Nonce.—The notice required under
paragraph (1) shall include a specific Identi-
ficatlon of any additional sanction being ha-
posed under paragraph (2).

"Cc) Issuanca or Rwss,—The Secretary
shall establish by rule ps-omdures for—

"(1) receivIng, precessing, and determining
the mildity of complaints concerning cay
failure of a State to comply with the State
plan or any requirement of this subchsptjr
and

"(2) ImposIng sanctions under this section.
"egg. case. aonu a.nrmoav corrrcc ON

REOMMWED CHILD CASS STANU-
Anon

"Cal ESrABLJ5HMNT.-
•'U.) In snrcaaz..—In order to Improve the

quality of child care services, the Secretary
shall establish, not later than 00 days alter
the. date of the enactment of the Early
Childhood Education and Development Act
of 1990, the National Advisory Committee
On H nm-ned Child Care Standards the
membeza of which shall be appointed from
mnng representatives of—

"(A) persons who carry out various types
of child care psograms;

"(B) persons who carry oat resource and
refezani programs;

"(C) child care and early childhood devel-
opment specislists;

"CD) early childhood education speclellsts
and specIalists in the education of children
with a disability and children whose English
language pa-o&lency Is limited as a result of
their non-English language background;

"CE) Individuals who hare expertis, in pe-
diatric health care, nutrition, disabilities,
and related fields;

"(F) organizations representing child care
employees;

"CU) individuals who have experience in
the regulation of child care services,
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"(B) pareerts who have been actively in-
voiced. in child ess-e programs; and

"(I) States,
"(2) oiamarwr or acmrsms—The Cam-

mittes- shall be composed of 21 members of
whIms—

"(A) ¶ bars shell be appointed by the

"(5) members shall be appointed by the
ncasefty lm of the Senate;

"(C) I membesa shall he appointed by the
micority tendei- of the Scunte;

4 members shall Ito appointed by the
Speaissr of the cuse of lleprgsentatives,
and

"CE) I members shall he appointed by the
minority leader of the House of Repe-esenta-
tires.
Not less than one-third of the members of
the Committee shall be appointed from
among Individuals described In paragraph
(1KB).

"(I) ChaIauAn.—The Committee shall ap-
point a chairman from among the members
of the Committee,

"(4) Vacaziczss.—A vacancy occurrIng on
the Committee shall be filled in the same
manner as that In which the original ap-
polntment was made.

"(hI PassOnuaL, Rnxanunsannsz aim

"(1> Pmaou.—The Secretary shall
make available to the Committee office 1*-
cilitlea, personnel who are familiar with
child development and with developing and
Iniplementing regulatory reauireenenta.
technical omimanee, and funds as are neces-
sai'y to enahie the Committee to carry out
e'ectively its duties.

"(1) Rxxamuassaa-r.—Mombers of the
Committee who ore not regular ull-tlme
employees of the United States Govern-
ment, while away from their homes or regu-
lar places of business on the business of the
C.mm4tt,ee cray be allowed travel expenses,
Including per diem in lieu of subsistence, as
authorized by section 5703 of tItle 5, UnIted
Stater Code, for suns employed Intermit-
tently in the Government service.

"(3) Omsam'r.—The Secretary shall
enste that the Committee Is established
and operated hr accordance with the Feder-
al Advisory Committee Mt (5 U.S.C. App)

"(c) DuTma.—The Committee shall—
I) review Federal policies with respect to

child care services and such other data as
the Committee may deem appropriate;

"(2) net later than 180 days after the date
on which a majority of the members of the
Committee me first appointed, submit to
the Secretary proposed recommended stand-
ards described in subsection (d) for child
care services, taking Into account the differ-
ent needs of Infants, toddlers, and preschool
and school-age children; and

"(3) develop and make available to lead
agencies, for distribution to resource and re-
ferral agencies In the State, recommended
requlrementsfor resource and referral agen-
cies.

"Cd) RzcolmmsnsD CHILD Cans STAND-
aaus.—The proposed recommended child
care standards submitted pursuant to sub-
section (c)(2) shall consist of only the f ol-
lowing:

"(I) Czn-na.sm carLa cass smvwzs.—
Such standards submitted with respect to
child care services provided by center-based
child care providers shall be limited to—

"(A) group size limits in terms of the
number of cazegivers and the number and
ages of children;

"(Ba the maxlm&en appropriate child-Mall

"(C) qMaHilcMiom and background of
child care personnel;
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"CD) health, nutrition, sitel safety require-

ments for children and earegh'em
"CE) Inservice training In areas apiropd-

ate to pro,ldli* such child care services, In-
eluding the minimum number of hours of
aseh training; and

"(F) parental Involvement In licensed and
regulated thllii care services.

"(2) Fasemv CHILD CARS szRvicEs.—Such
etanthrde submitted with respect to chfld
care services provided by fimily child care
providers shall be limited to—

"(A) the maxhuum number of children for
which child care services may be provided
and the total number of infants for which
child care servioes may be providect

"(B) the minimum age for careglvers;
"(C) health, nutrition, and safety require-

ments for children and caregtverz and
"(D) tzvice training In areas appropri-

ate to providing such chIld care services, In-
cluding the mhilzuum number of hours of
such training.

"(3) Gaour HOME CHILD 'CARE SERVICES.—
Such standards submitted with respect to
child care services provided by group home
child care providers shall be limited to the
matters specified In paragraphs (IX B) and
(2).

"(e) Cosinmarxou AND ESTABLISHMENT OF
STANDARDS.—

"(1) NOTICE OF PROPOSED RtILEMAKUrG.—Not
later than 90 days after receiving the recom-
mendations of the Committee, the Secre-
tary shall—

"(A) publish In the Federal Register—
"(I) a notice of proposed rulemaking con-

cerning the recommended standards pro-
posed under subsection Cd) to the Secretary
and

"(ii) such proposed recommended stand-
ards for public comment; and

"(B) distribute such proposed recommend-
ed standards, for comment, to each lead
agency.

"(2) ESTABLISHMEWr or nsco!emeDm CHILD
CARE STANDARDS.—(A) The Secretary shall, in
consultation with the Committee—

"(I) take into consideration any comments
received by the Secretary with resp to
the recommended standards proposed under
subsection Cd); and

"(II) not later than 180 days after publica-
(ion of such standards, shall issue rules es-
tablishing recommended child care stand-
ards for purposes of this subchapter. Com-
pliance with such standards shall be at the
option of the States. Such standards shall
Include nutrition reQuirements,

"(B) The Secretary may amend any stand-
ard first established under subparagraph
(A), except that such standard may not be
modified, by amendment or otherwise, to
make such standard less comprehensive or
less stringent than it is when first estab-
lished.

"(3) ADDIIIONAL COMMERTL—The Commit-
tee may submit to the Secretary and to the
Congress such additional comments on the
recommended child care standards estab-
lished under paragraph (2) as the Commit,-
tee considers appropriate.

"(f) TERMINATION OF COMMn'ras.—The
Committee shall cease to emdat 96 days after
the date the Secretary establishes recom-
mended child care standards under mbsee-
(ion (eXZ).
"SEC 8555. D€PINITIOP(&

"As used in this subchapter:
"(I) CENTER-SASED CHILD CARE FROTIDEL—

The tern, 'center-based Child care provider'
means a child care provider that provides
child care services In a nonresidential faefli-
ty, and may include a nonprofit Institution
of higher education.

"(2) CoMMVJ!ITy-assan eaSANIZATION.—
The term 'community-based organization'—
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"(A> meai * private It organiza-

tion that—
"(I) la representative of the amuasmity or

of significant segments of the conunhI
and

"Ui) provides child care, preschool pro-
grams, or early childhood development pro-
grams; or

"(B) has the mannIng given It in section
4(5) of the Job Training Partnership Act (29
U.S C. 1503(5)).

"(3) DIsaaIr.nl.—The term 'disability'
means any condition set forth In section
602aX1) of the Education of the Handi-
capped Act (20 U.S.C. !401(a)(1)) or sub-
paragraph (A) or (B) of section 072(1) of the
Education of the Handicapped Act (20
U.S.C. 1472(1)).

"(4) Esaz.r CLnUOOD LmRNIRIS RE-
souzcm.—The term 'early childhood learn-
ing resources' includes books, audio and
video tapes, films, educatIonal toys and
games and other materials designed princi-
pally for use by or with children who are
less than 6 years of age. -

"(5) ELIGIBLE CHILD CARS paovmzs.—The
term 'eligible child care provide? means—

"(A) a center-based child care provider, a
group home child care provider, a family
child care provider, or other provider of
child care services for compensation th&t.

"CL) Is licensed or regulated under State
law; and

"(ii) satisfies—
"(I) the Federal requlrementg amid
"(II) the State and local requirements;

applicable to the child care servIces it pro-
vides; and

"(B) a child care provider who provides
child care aerviem only to an eligible child
who is, by affinity or consanguinity, the
grandchild of such provider If such provider
satisfies the State requirements (If any) ap-
pjicable to such services.

"(6) FusILT cuii.a caaz psovuma.—The
term 'family child care provider' means 1 in-
diVidUal who provides child care services to
any eligible child who does not reside with
such Individual, as the sole careglver and In
the private residence of such IndividuaL

"(7) GRouv HOME CHILD CARE PROVIDER—
The term 'group home child care provider'
means 2 or more lndMdusiz who jointly
provide child care services In a private resI-
dence to any eligible child who deco not
reside with any of such Indivlduale.

"(8) INDIAN TRIBE.—The term 'Indian tribe'
has the meaning gIven ft in section 4(e) of
the Indian Self-DeterminatIon and Educa-
lion Assistance Act (25 U.S.C. 450b(e)).

"(9) Iws'nTIrnoo OF HIGE EDUCATION.—
The term 'Institution of higher edueat,lem'
has the meaning given such term in section
481(a)(1) of the Higher Education Ast of
1965 (20 U.S.C. 1088(aXl)). eaeei* that wIth
respect (.0 a tribally controlled community
college such term has the meaning given it
In section 2(aX5) of the Thbally Controlled
Community College Assistance Act of 1978
(25 U.S.C. 1301(aX5)).

"(10) LEAD aozacy.—The term 'lead
agency' means the agency designated under
section 659D.

"(ii) LOCAL EDUUATIONAL £cENcy.—The
term 'local educational agency' has the
meaning given that term in section 1471(12)
of the Elementary and Secondary Education
Act of 1965(20 U.S.C. 2891(12)).

"(12) Pussac LIB&AaY—The term 'local
public library'. has the meaning given that
term In section 3(5) of the Library Services
and Construction Act.

"(13) Nowpaoirr oRcAmzirrroIr.—The term
'nonprofit organization' Includes an Indian
tribe and a tribal organization.

"(14) N0R-El,oz.rsn LANGuAGE EACH-
GPOoiID—The term noo-Eimgtish language
background' means the experience of living
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in a home in which the primary language
spoken is not English.

"(15) PAItE1vr.—The term 'parent' Includes
a legal guardian or other person standing In
luco parentis.

"(16) SEcPxrARy.—The term 'Secretary'
means the Secretary of Health and Human
Services.

"(17) Smyr.—The term 'staff' means an
Individual who provides a service directly to
an eligible child on a person-to-person basis.

"(18) STATE.—The term 'State' means any
of the several States, the District of Colum-
bia, the Virgin Islands of the United States,
the Commonwealth of Puerto Rico. Ooam.
American Samoa, the Commonwealth of the
Northern Marlana Islands, the Republic of
the Marshall islands, the Federated States
of Micronesia, or Palau.

"(19) ThrEAx owo*,cini,'roir.—The term
'tribal organization' has the meaning given
It in sectIon 4(1) of the Indian &Lf-Determl-
smtlon and Education Assiztance Act (25
U.S.C. 450b(l)).

"(20) UNIT or ossuam. puaposs LOCAl. coy-
term 'unit of general pur-

pose local government' means a city, county,
town, parish, village, or other general pur-
pose political subdivision of a State.".
PAil? 4—BUSINESS INVOLVEME4T IN MEET-

ING EMPLOYEE CHILD CABE NEEDS

C 3341. ESTABL!STIMENT(W CRAM' PROGRAM.
The Secretary of Health and Human Serv-

ices shall establish a program to make
grants to eligible businesses—

(I) to pay start-up costs incurred to pro-
vide child care servicer, or

(2) to provide additional child care serv-
ices;
needed by the employees of such businesses,
SEC. 3342. ELIGIBLE BUSINSE&

To be eligible to receive a grant under 'sec-
tion 3341, a business shall submit t the Sec-
retary an application In accordance with
section 3343
SEC. 3343. APPLICATION.

The application required by section 3342
shall be submitted by a business or consort!-
urn at such time, In such form, and contain-
ing such Information as the Secretary may
require by rule, except that such application
shall contain—

(1) an assurance that such business shall
expend, for the purpose for which such
grant Is made, an amount not less than 200
percent of the amount of such grant;

(2) an assurance that such business will
expend such grant for the use specified in
section 3341, as the ease may be;

(3) an assurance that If the employees of
such business do not require all the child
care services for which such grant and the
funds required by paragraph (1) are to be
expended by such business, the 'excess of
such child care services shall be made avail-
able to families In the community In which
such business Is located;

(4) an assurance that such business will
employ strategies to provide such child care
services at affordable rates, and on an equi-
table basis, to low- and moderate-income
employees, and

(5) an assurance that the provider of such
child care services will comply with all State
and local lknslng requirements applicable
to such provider.
SEC. 3344. SELECTiON 03' C*ANTE

For purposes of selecting eligible business-
es to receive grants under this part, the Sec-
retary shall give priority to businesses that
have fewer than 100 full-time employees. To
the extent practicable, the Secretary shall
make grants equitably under this part to
businesses located in all geographical re-
gions of the United States.
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SEC 334&. DEFINmONS.

As used in this part:
(1) Busuiss.—The term "business" means

a person engaged In commerce whose pri-
mary activity Is not providing child care
services.

(2) CBItD CARi szRvIcEs.—The term "child
care services" means care for child that

-(A) provided on the site at which a parent
of Such child is employed or at a site nearby
in the community; and

(B) subsidized at least in part by the busi-
ne that employs such parent.

(3) CoNsoRnulL—The term "consortium'
means 2 or more businesses acting jointly.

(4) SgCRETARY.—The term 'Secretary'
means the Secretary of Health and Human
Services.
SEC. 3344 AUThORIZATION OF APPROPRIATIONS.

There is authorized to be appropriated
$25,000,000 for each of the fiscal ye&rs 1991.
1992, 1993, 1994, and 1995 to carry out this
part.

SubUUe E—Goverment-Sponored Entities
SEC. 3401. CREDIT ACTIVITIES OF GOVERNMENT

AGENCIES AND INSTRUMENTALITIES.
(a) IN OENZRAL.—Any provision of this Act

and any amendment made by this Act to
chapter 31 of title 31, United States Code, or
any other provision of law, which would
have the effect of restricting the authority
of any corporation owned in whole or in
part by the Federal Government, or private-
ly owned government-sponsored enterprises,
such as the Student Loan Marketing Asso-
ciation, the College Construction Loan In-
surance Association, and the Pension Bene-
fit Guaranty Corporation, from borrowing
from or issuing obligations to any person
other than the Secretary of the Treasury or
guaranteeing any obligation Issued by any
person shall not take effect.

(b) CERTAIN AcnoNs PR0HrBITKD.—Not-
withstanding any other provision of this Act
or any amendment made by this Act to any
other provision of law, no officer or employ-
ee of the United States may take any action
which would have the effect of implement-
ing any provision of, or any amendment
made by, this Act which is described in sub
section (a).

(c) VIolATIoN TREATED AS VIolAtioN OF
AimncIEricY Acr.—Any violation of sub
section (b) shall be treated as a violation of
section 1341(a) of title 31, United States
Code.
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PART 1—PROViSiONS RELATING TO PA B

Sebpart A—Payweflt far Physicians' Services
SHC CHR'TATN OVFRALU!T1 PROCEVUWES.

(a) Th Gssrsas.i_—Sectlon 1842(b)(14) of
the Soda! Security Act (42 US.C.
1395u(bXl4)) Is amended—

(1) by Inserting "ur after "(14)(A?'
(2) by adding at the end of subparagraph

(A> the following new cIause
'(h) In determining the reasonable charge

for a physictans service specified In sub-
paragraph (C)(i) and furnished during 1991,
the prevailing charge for such service shall
not exceed the p,e%afltng charge otherwise
recognized for such service for the period
during 199(1 beginning on April 1. reduced
by IS percent or, If less. ' of the percent (if
any) by which the prevailing charge other-
wise recognized for the locality In that year
exceeds the locally-adjusted reduced pvc-
v*fllng amount (as determined under sub-
paragraph (B)(I)) for the serwlc&'

(3) In subparagraph (B)4fXlI), by lrmertlng
"or (lv)" after "clause (lii)";

(4> In subparagraph tB)tliD. by lneerth4
"for services furn1d during the 9-month
period beginning on April 1., 1990'. alter "lo-
cality' the first place It appeang

(5) bY adding at the end of subparagraph
(B) the following new clause:

"(lv) The 'adjustment factor', for a physi-
cians' service b, a locality furnished hi
$01, i the sum of—
"(I) the practice eomponent peront (re-

f erred to as practice expense ratio). divided
by 100. specIfied In appendix A (pages 151
through 194) of the Report of the Medicare
and Medicaid Health Beadget ReconsliatiCfl

Amendments of £989, prepared by the Sub-
committee on Health and the EnvtrOflmflesit
of the Committee on Energy and Coin-
merCe, Bonse of RepreaentaLlVe (Consult-
tee Print £01-M, 101st Congrem, IM. Sea.
slon) for the service, multiplied by the geo-
graphic practice cost Index (specified In sub-
paragraph (CXV)) for the locality, and

"(II) 1 minuS the practice component per-
cent, multiplied by the geographic physician
work adjustment Index value (specified in
subparagraph (C)(vl)) for thelooaJttY."

(6) by adding at the end of subparagraph
(C)(iD, the following new sentertee "In com-
puting the national weighted average In the
previous sentence In applying this pera•
graph t services furnished in 1961, the pee-
railing charge In each locality stisfl first be
deflated by the adjustment factor specified
In subparagraph (B)(Iv>." and

(7) by adding at the end of gubparagraPh
(C) the following new clauses

"(v) The geographic practice coat Index
value specified In this clause for a locality is
the Geographic Overhead Costa index spec-
ified for the locality In table 1 of the August
1990 Supplement to the Geographic 1dec11-

care Economic Index: Alternative Approach-
es (prepared by the Urban institute and the
Center for Health Economies Research).

vi) The geographic physician work ad-
justht Index value specified In this clause
f or a locality is the Geographic % Work
Index specified for the locality In the table
1 referred to in clause (v).".
sec tISS. gAmoaoGT IERVKXH.

(a) RE1NJCTIO$ YR Fea 8csrraui-z---SeCtiOn
1*3'4(b)(4> of the Social Security Act (42
USC. 1395cn(b)(4)) Is amended—

(1) by edesIgnattng ubpartgraPhS (D)
and CE) as subparagravtis CE) and (F), re-
spectlre)y and

() by Inserting after subparagraph (C)
the following new subparagraPh

"ID) 1991 i' SCHZDOI.ES.—?cW rachoIog
services (other than portable X-ray services)
furnished under this part during 1991. the
conversion factors used in a. locality under
this subsection shall be determined as fol-
lows:

"U) Nsnwui. WZIG1ITtD AVERAGE WV-
sios ric'roa.—Tbe Secretary thall estimate
the national weighted average of the con-
version factors used under this subsection
for services furnished during 1990 beginning
on April 1, using the best available data. In
computing the national weighted average in
the previous sentence, the conversion factor
In each locality shall first be deflated by the
sum specified In clause (Iv).

"(11> REDUCED NATIONAL WSIGflTED AVER-
AGE.—The national weighted average esti-
mated under clause (I) shall be reduced by
1! percent.

(th) GEOGRAFHIc n!umcus.—
"(1) 1990 LOcALITY INDEX PEL&TTVE TO WA-

lIONS!. AVERAGL—ThC Secretary shall estab-
lish an Index which reflects, for cacti locali-
ty, the ratio of the corivervion factor used In
the locality under this subsection to the xis-
thmal weighted average estimated under
clause (I)..

QI) Faa Sc VIZ caocaaPHTC neDIX.—
The Secretary shU establish an Index
value, for each locality, ecual to the geo-
graphic adjustment factor which would be
established for the locality under section
l&48(e)42) If—

'(a) the work, overhead, and ma!pratttce
geographic practice cost Indices contained In
Addendum C to the Model Pee Schedule for
Physician? Services (published on Septem-
ber 4, 1990, 56 Federal Register PP. 36238.-
36243) were med as the geograpiric physi-
cian work adjustment factor value, the g
graphic cost-cf -practice Index value, and the

maiprad Index value. ruspee-
tively, and
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'(b) the proportions of the ff51 relative
value for the work component, practice ex-
pense component, and the malpractice com-
ponent were the work, overhead, arid mal-
practice percents respectively, specified for
the specialty of radiology In Table 2.! of
such Model Fee Schedule (55 P.R. 36188).

"(lv) LOCAl. sDJTJSTMERT.—8tlbieCt to clause
(v), the conversion factor to be applied In a
locality Is the national weighted average
conversion factor (estimated under clause
(1)), reduced under clause (II), multiplied by
the sum of—

"(1) ¾ of the Index value established
under clause (IIIRI) for the locality, and

"(U) ¼ of the Index value established
under clause (111)411> for the locality.

"(v) MAXIMUM ixiwcvxow—Tbe conver-
sion factor to be applied to a loc&lity under
this subparagraph ghall not be less than 92
percent of the conversion factor applied In
the locality under subparagraph (C).".

(b) CoaliwUlic Pn*SE-IN or (IsocRaPific
jija-rsmxzrr —Section 1848(eX2) of such Act

(42 U.S.C. t395w-4(eX2)) is amended by
adding at the end the foflowlnr. In the
ease of radiology services described In sub-
section (bX2)(A), the geographic adjustment
factor for—

"(A) 1992, shall be Vs of the Index value
established under section
1834(bX4XD)(iitXI) for the locality plus Vs
of the geographic adjustment factor deter-
mined Under the previous sentence, and

"(B) 1993, shall be Vs of the Index value
established under section
1834(b)(4)(Dxiii)(I) for the locality plus ¾
of the geographic adjustment factor deter-
mined under the previous sentence."-

(c) N0HAPPLICATIoa or CesLPARASILXrY
Pnovrsioas.—Sectton 1834tbX3) of such Act

(42 u.S.C. 1395m(b)43)) Isainended—
(1) by striking "and" at the end of sub-

paragraph (A),
(2) by e,tziklng the period at the end of

bparagraPh (B) and Inserting ", and", and
(3) by adding at the end the following new

subparagraph:
(C) shall not apply section 1842(bX3)f B)

insofar as it relates to requiring carriers to
restrict payment to the charge applicable,
for a comparable service and under comnpa-
rable circumstances, to po1ic3hOldeTS and
subscribers of the carrier.".

(d) Uss OF 1/LITS._Beet!00
1834'b$IXB) of such Act (42 U.S.C.
1395rn(b)(1)(B)) Is amended by InsertIng 'lo-
cality." after "statewide,".

(e) CONTINUATION OP SPECIAL RuLE FOR

NuctEA.a MEDICINE PHTsTCIANS.—SectIoTh

6105(b) of the Omnibus Budget Reconcilia-
tion Act of 1989 Is amended by striking all
that follows "Social Security Act the
second place it appears and Inserting the
followin: 'beginnIng April 1. 1990. and
ending December 31, 1.991, there shall be
substituted for the fee schedule otherwise
applicable a fee schedule based '.4 on the fee

schedule computed under such section
(without regard to this subsection) and Vs
on 1.01 percent of the 1.985 prevailing charge
for such services.".

III Ey.rgxssole or Sai.iT BaLU.G RoLl £05
1HTE. vaaTIOwAL RADI0LOGISIS.—SectlOrl
6105(c) of the Omnibus Bndget Reconcilia
(Ion Act of 1989 is amended by InsentinS .'ot
199 1 after "1990" each place It appears-

tg) E,FZCTIYE DATsu.—
(1) Except as otherwise providerl, th

amendments made by this section sisal
apply to services furnished on or after Janu
ary 1, 1991.

(2) The amersdencnt made by subsectIm
(dl shall apply to services performed on 0
after AprIl 1, 1989.
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SEC. 4113. ANESTHESIA SERVICES.

(a) Rsuucvios Is Fia 8cxzvii.—8ectjon
1$42(qXl) of the Social Security Act (42
U.S.C. 1395u(qXl)) is amended—

(1) by Inserting "(A)" after "(q)(l)", and
42) by adding at the end the following new

lubparagrapft
"(B) For physician anesthesia services fur-

fished under this part durIng 1991, the con-
version factor used in a locality under this
subsection shall be determined as follows:

"U) The Secretary shall estimate the na-
tional weighted average of the conversion
tactors used under this subsection for serv-
ices furnished during .1990 beginning on
April 1, using the best available data. In
computing the national weighted average in
the previous sentence, the conversion factor
in each locality shall first be deflated by the
sum speclfiedIn clause (iv).

"(II) The national weighted average esti-
mated under clause (I) shall be reduced by 7
percent.

"(IUXI) The Secretary shall establish an
index which reflects, for each locality, the
ratio of the conversion factor used in the lo-
cality under this subsection for services fur-
nished under this part durIng 1990 begin-
ning on April 1 t the national weighted av-
erage estimated under clause (I).

"(U) The Secretary shall establish an
index value, for each locality, equal to the
geographic adjustment factor which would
be established for the locality under section
1848(e)(2) if—

"(a) the work, overhead, and malpractice
geographic practice cost indices contained In
Addendum C to the Model Fee Schedule for
Physicians' Services (published on Septem-
ber 4, 1990, 55 Federal RegIster pp. 36238-
36243) were used as the geographic physi-
cian work adjustment factor value, the geo-
graphic cost-of-practice index value, and the
geographic malpractice index value, respec-
tively, and

"(b) the proportions of the total relative
value for the work component, practice ex-
pense component, and the malpractice com-
ponent were 65.9 percent, 334 percent, and
10.7 percent, respectively.

"(iv) Subject to clause (v), the conversion
factor to be applied in a locality is the na-
tional weighted average conversion factor
(estimated under clause (I)) reduced under
clause (II) multiplied by the sum of—

"(I) 34 of the index value established
under clause (ilixI) for the locality, and

"(U) 34 of the Index value established
under clause (IlixU).

"(v) The conversion factor to be applied to
a locality under this subparagraph shall not
be less than 85 percent of the conversion
factor applied in the locality durIng 1990 be-
ginning onApril 1.".

(C) Exzsxos or Rmucviox rca SUPREvI.
sios or CoscutigiNT SmvIcgs.—Section
1842(b)(13) of such (42 U.S.C.
1395u(bXl3)) Is amended by striking "1991"
each place it appears and InsertIng "1996',
SEC. 4304. PHYSiCIAN PATHOLOGY SERVICES.

(a) Rsnucviox is PAYMENTS Post Psysx-
cuir PATHOI.OOY SzavIcEs,—Subaection (f) of
section 1834 of the Social Security Act (42
U.S.C. 1395m) is amended to read as follows

"(f) Rrsucuozr in PAYMENTS FOR
cias PATHOLOGY Ssstvicrs DuRinG Fiscsi.
Yasa 1991.—For physician pathology serv-
ices furnished under this part durIng 1991,
the Prevailing charges used in a locality
under this part shall be 93 percent of the
prevailing charges used in the locality under
this part in 1990 beginnIng on AprIl 1,
1990.".

(b) Conyonsinro Asisnuismrrs.—
(1) Section 1833(aX1XJ) of such Act (42

U.S.C. 13951(aX1)) is amended by striking
"or Physician Pathology services" and by
striking "or sectIon 1834(f), respectively".

(2) Section 1848(aXl) of such Act (42
U.S.C. 1395w-.4(axl)) is amended by striking
"cv 1834(f)".

(c) Em.-flv DATE.—The amendments
made by t.hlssection shall apply to services
furnished on or after January 1, 1991.
SEC. 4005. PREVAILING CHARGES FOR MISCELLA.

NEOUS PROCEDURES

SectIon 1842(b) of the Social Security Act
(42 U.S.C. 1395u(b)) is amended by adding
at the end the following new paragraph:

"(16)(A) In determining the reasonable
charge for physicians' services described In
subparagraph (B) furnished durIng 1991,
the prevailing charge otherwise recognized
for a locality shall be reduced by 2 percent,
or, in the case of surgical procedures which
are paid for under this part on a global basis
(including preoperative and postoperative
servIces), 4 percent.

"(B) For purposes of this subparagraph,
the physcians' service specified In this sub-
paragraph are all physicians' services except
the followlng

"(i) Radiology, anesthesia, and physician
pathology services, and physicians' services
specified in clause (i) of paragraph (14XC).

"(II) Primary care services (specified In
subsection (iX4)), hospital Inpatient medical
services, consulations, preventive medicine
visits, emergency care facility services, and
critical care services.

"(Ill) The procedure codes specified in the
Joint Explanatory Statement of the Com-
mittee of Conference submitted with the
Conference Report to accompany H.R. 5835
(the 'Omnibus Budget Reconciliation Act of
1990') for tendon sheath Injections and
small joint arthrocentesis, femoral fracture
and trochanteric fracture treatments, endo-
tracheal intubatlon, thoracentesis, thoracos-
tomy, and transurerethral fulguration and
resection.".
SEC. 4300. UPDATE FOR PHYSICIANS' SERVICES.

(a) PERCENTAGE InCREASE IN MEl FOR 1991
Dustino 1991.—Section 1842(b)(4XE) of the
Social Security Act (42 U.S.C.
1395u(bX4XE)) is amended by adding at the
end the following new clause:

"(v) For purposes of this part for items
and services furnished in 1991, the percent-
age increase in the MET Is—

"(I) 0 percent for services (other than pri-
mary care services), and

"(U) such percentage increase in the ME!
(as defined in subsection (iX3)) as would be
otherwise determined for primary care serv-
ices (as defined in subsection (iX4)).".

(b) INcREASE is PREVAILING CHARGE FLOOR
FOR Panuas CARS Smvicrs.—

(1) Is oENEaAL.—Section 1842(b)(4)(AXvI)
of such Act (42 U.S.C. 1395u(bX4XAXV-I)) is
amended by striking "50 percent" and In-
serting "76 percent", -.

(2) Uss is TA1!I! To ruu. r sdHER-
uIi.—Section 1848(aX2XD) of such Act (42
U.S.C. 1395w-4(aX2)(D)) is amended by
adding at the end the following new clause:

"(Ill) ArPUcAut0N TO PRIMARY CHARGE
rz.oon.—In the case of services described in
section 1842(bX4XAXvI), the adjusted his-
torical payment basis shall be determined as
If '50 percent' were substituted for '75 per-
cent' in such sectton except that in no case
shall the application of this clause result in
the establishment of a fee schedule amount
which is less than the prevailing charge
level determined under such section for
services furnished in 1991."

(C) Erncnvz DATE.—The amendments
made by this section shall apply to services
furnished on or after January 1, 1991.
SEC. 4307. NEW PHYSICIANS AND OTHER NEW

HEALTH CARE PRACTITIONERS.
(a) Is OsI'SRAL.—Subparagz-aph (F) of sec.

tion 1842(b)(4) of the Social Security Act
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(42 U.S.C. 1395u(b)(4)).is amended to read
as follows:

"(FXi) In the case of physicians' services
and professional services of a health care
practitioner (other than primary care serv-
ices and other than services furnished In a
rural area (as defined In section
1886(d)(2XD)) that is designated, under sec-
tion 332(a)(1)(A) of the Public Health Serv-
ice Act, as a health manpower shortage
area) furnished during the physician's or
practitioner's first through fourth years of
practice (If payment for those services is
made separately under this part and on
other than a coat-related basis), the prevail-
Ing charge or fee schedule amount to be ap-
piled under this part shall be 80 percent for
the first year of practice, 85 percent for the
second year of practice, 90 percent for the
third year of practice, and 95 percent for
the fourth year of practice, of the prevailing
charge or fee schedule amount for that serv-
ice under the other provisions of this part.

"(ii) For purposes of clause (i):
"(I) The term 'health care practitioner'

means a physician assistant, certified nurse-
midwife, qualified psychologist, nurse prac-
titioner, clinical social worker, physical
therapist, occupational therapist, respirato-
ry therapist, certified registered nurse anes-
thetist, or any other practitioner as may be
specified by the Secretary.

"(II) The term 'first year of practice'
means, with respect to a physician or practi-
tioner, the first year during the first 6
months of which the physician or practi-
tioner furnishes professional services for
which payment is made under this part, and
Includes any period before such year.

"(UI) The terms 'second year of practice',
'third year of practice', and 'fourth year of
practice' mean the second, third, and fourth
years, respectively, following the fIrst year
of practice.".

(b) CoNFoRMING AMEnDMEwr.—Section
1848(aX1XB) of such Act (42 U.S.C. 1395w-
4(a)(1XB)) is amended by Inserting "and
section 1842(bX4XF)" after "of this sec-
tion".

(C) CONFoRMING AwusTsszxr IN Convsst-
5105 FACTOR Coan'uTATxon.—In computing
the conversion factor under section
1848(dX1XB) for 1992, the Secretary of
Health and Human Services shall determine
the estimated aggregate amount of pay-
ments under part B for physIcians' services
in 1991 assumIng that the amendments
made by this section (notwIthstanding sub-
section (d)) applied to all services furnished
during such year.

(d) EFFECTIVE DATL—The amendments
made by this section apply to services fur-
nished after 1990, except that—

(1) the provisions concerning the third
and fourth years of practice apply only to
physicians' services furnished after 1991 and
1992, respectively, and

(2) the provisions concerning the second,
third, and fourth years of practice apply
only to services of a health care practitioner
furnished after 1991, 1992, and 1993, respec-
tively.
SEC. 4308. TECHNICAL COMPONENTS OF CERTAIN

DIAGNOSTIC TESTS.
(a) In Omcsn.sx..—Section 1842(b) of the

Social Security Act (42 U.S.C. 1395u(b)), as
amended by sections 4005, is further amend-
ed by adding at the end the following new
paragraph:

"(17) With respect to payment under this
part for the technical (as distInct from pro-
fessional) component of diagnostic tests
(other than clinical diagnostic laboratory
tests and radiology services), the reasonable
charge (or other payment basis) may not
exceed the national median of such charges
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(or payment bases) for such tests or serv-
ices.".

(b) EFFECTIVE DATx.—The amendment
made by subsection (a) shall apply to tests
and services furnished on or after January
1, 1FO1.
SEC. (S9. naCIFSOCAL EILLING AANGEYSEPITS

(a) In Gusxn.—The first sentence of sec-
tion 1842(b)(6) of the Social Security Act
(42 U.S.C. 1365u(bXO)) Is amended—

(1) by atrlkinjg "and" before "(C)", and
(2) by inserting before the period at the

end the following: ", and (D) payment may
be made to a physician who arranges for
visit services (Including emergency visits and
related services) to be provided to an indi-
vidUal by a second physician on an occasion-
al, reciprocal basIs 11 (1) the first physician is
unavailable to provide the visit services, (II)
the Individual has arranged or seeks to re-
ceive the visit services from the first physi-
cian, (ill) the claim form submitted to the
carrier includes the second physician's
unique identifier (provided under the
system established under subsection (r)) and
indicates that the claim is for such a 'cov-
ered visit service (and related services)', and
(iv) the visit services are not provided by the
second physician over a continuous period
of longer than 30 days".

(b) 'ECTIvE Dara.—The amendment
made by subsection (a) shall apply to serv-
ices furnished on or after the first day of
the first month beginning more than 60
days after the date of the enactment of this
Act.
SEC 4010. AGGREGATION RULE FOR CLAIMS FOR

SIMiLAR PHYSICIANS' SERVICES.
(a) II! OssesRAI..—The second sentence of

section 1869(b)(2) of the Social Security Act
(42 U.SC. 1395ff(bX2)) Is amended—

(1) by inserting "for services furnished
during the same 12-month period" after
"two or more claims",

(2) by Inserting "U)" alter "If",
(3) by striking "or involve" and inserting

", (ii) the claims involve", and
(4) by inserting before the period at the

end the following: "by the same entity, or
(ill) the claims involve common issues of law
and fact arising from physicians' services
furnished in the same fee schedule area (as
defined in section 1848(J)(2)) to two or more
individuals by two or more physicians and
the aggregate amount In controversy Is at
least $1,000 (in the case of a hearing under
paragraph (1)(C) or (1)(D)) or $2500 (In the
case of Judicial review)".

(b) Eryzcnvz DATL—The amendments
made by subsection (a) shall apply to physi-
cians' services furnished on or after the first
day of the first month beginning more than
60 days after the date of the enactment of
this Act.
SEC. 4011. PRACtICING PHYSICIANS ADVISORY

COUNCIL
Title XVIII of the Social Security Act is

amended by inserting after section 1867 the
following new section:

"pRAcTIcING PHYsIcIANs ADVISORY COUNCIl.
"Szc. 1868. (a) The Secretary shall ap-

point, based upon nominations submitted by
medical organizations representing physi-
cians, a Practicing Physicians Advisory
Council (in this section referred to as the
'Council') to be composed of 15 physicians,
each of whom has submitted at least 250
claims for physicians' services under this
title in the previoUs year. At least 11 of the
members of the Council shall be physicians
described in section 1881(rXl) and the mem-
bers of the Council shall include both par-
ticipating and nonparticipating physicians
and physicians practicing in rural areas and
underserved urban areas.

"(b) The Secretary shall consult with the
Council concerning proposed changes in reg-
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ulations and carrier manual instructions. To
the extent feasible and consistent with stat-
utory deadlines, such consultation shall
occur before the publication of such pro-
posed changes.

"(c) The Council shall meet once during
each calendar quarter.

"(di Members of the Council shell be enti-
tled to receive reimbursement of expenses
and per diem In lieu of subSistence In the
same manner as other members of advisory
councils appointed by the Secretary are pro-
vided such reimbursement and per diem
under this title.".
SEC 40L3. RELISASE OF MEDICAL REVIEW SCREENS

AND ASSOCIATED SCREENING AA-

(a) Canazxns.—Section 1842(b)(3) of the
Social Security Act (42 U.S.C. 1395u(b)(3)).
us amended by section (4041(aX3)], Is
amended—

(1) by striking "and" at the end of sub-
paragraph (H),

(2) by adding "and" at the end of subpara-
graph (I), and

(3) by inserting,after subparagraph (I) the
following new subparagraph:

"(J) 11 it makes determinations or pay-
ments with respect to physicians' services,
before sending a notice of denial of payment
under this part for such services by reason
of section 1862(a)( 1) because a service other-
wise covered under this title is not reasona-
ble and necessary under the standards de-
scribed in this section, the carrier has made
available to the public the medical review
screens, the associated screening param-
eters, and the criteria upon which the
denial of payment may be made;".

(b) Emc'rxvs DArz.—The amendments
made by this section shall apply to notices
of denial sent on or after January 1, 1991.
SEC. 4113. TECHNICAL CORRECtIONS.

(a) Ovzav*i.nm Psocmtjus.—
(1) SectIon 1842(bXl4) of the Social Secu-

rity Act (42 U.S.C. 1395u(b)(14)) is amend-
ed-

(A) in subparagraph (B)(iII)(I), by striking
"practice expense ratio for the service (spec-
if led in table #1 in the Joint Explanatory
Statement referred to in subparagraph
(CXI))" and Inserting "practice component
percent (referred to as practice expense
ratio), divided by 100, specified in appendix
A (pages 187 through 194) of the Report of
the Medicare and Medicaid Health Budget
Reconciliation Amendments of 1989, pre-
pared by the Subcommittee on Health and
the Environment of the Committee on
Energy and Commerce, House of Represent-
atives, (Committee Print 101-M, 101st Con-
gress, 1st Session) for the service";

(B) in subparagraph (BXiii)(II), by strik-
ing "practice expense ratio" and inserting
"practice component percent, divided by
100";

(C) In subparagraph (CXi), by striking
"physicians' services specified in table #2 in
the Joint Explanatory Statement of the
Committee of Conference submitted with
the Conference Report to accompany H.R.
3299 (the 'Omnibus Budget Reconciliation
Act of 1989'), 101st Congress," and inserting
"procedures specified (by code and descrip-
tion) in the Overvalued Procedures List for
Finance Committee, RevIsed September 20,
1989, prepared by the Physician Payment
Review Commission";

(D) in subparagraph (CXIII), by striking
"The 'percent change' specified in this
clause, for a physicians' service specified in
clause (i), is the percent change specified for
the service in table #2 in the Joint Explana-
tory Statement" and inserting "The 'per-
centage change' specified in this clause, for
a physicians' service specified in clause (i), is
the percent difference (but expressed as a
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positive number) specified for the service in
the list"; and

(E) in subparagraph (C)(iv), by striking
"such value specified for the locality in
table #3 In the Joint Explanatory State-
ment referred to in clause (I)" and inserting
"the Geographic Overhead Costs Index
specified for the locality in table 1 of the
September 1989 Supplement to the Geo-
graphIc Medicare Economic Index: Alterna-
tive Approaches (prepared by the Urban In-
stitute and the Center for Health Econom-
Ice Research)".

(2) Section 1842(b)(4XE)(Iv)(I) of such Act
(42 U.S.C. 1395u(bX4XE)(iv)(I)) Is amended
by striking "Table #2" and all that follows
through "101st Congress" and Inserting
"the list referred to In paragraph
(l4l)(C)(i)",

(3) The amendments made by paragraphs
(1) and (2) apply to services furnished after
March 1990.

(b) MISCELLANEOUS Fzz Scnmvax Coaasc-
rxons.—

(1) CIsNGss IN ssc'rxox isss.—Section
1848 of the Social Security Act (42 U.S.C.
1395w-4) Is amended—

(A) in subsection (aX2)(D)(ii), by inserting
"the weighted average of (I) such weighted
average prevailing charge, and (II) " after
"weighted average prevailing charge";

(B) In subsection (cXl)(B), by striking the
last sentence;

(C) In subsections (c)(3)(CXi1XII) and
(c)(3)(C)(IiiXII), by striking "by" the first
place it appears in each respective subsec-
tion,

(D) in subsection (c), by redesignating the
second paragraph (3), and paragraphs (4)
and (5), as paragraphs (4) through (6), re-
spectively;

(5) in subsection (c)(4), as redesignated by
subparagraph (C), Is amended by striking
"subsection" and inserting "section";

(F) In subsection (d)(1)(A), by striking
"subparagraph (C)" and Inserting "para-
graph (3)";

(0) In the last sentence of subsection
(d)(2)(A), by striking "proportion of liMO
enrollees" and Inserting "proportion of indi-
viduals who are enrolled under this part
who are liMO enrollees";

(H) In subsection (dX2)(E)(i), by Inserting
"the" alter "as set forth in";

(I) in subsection (d)(2)(E)(ii)(I), by Insert-
ing "payments for" after "under this part
for";

(J) in subsection (d)(3)(B)(ii)—
(I) by Inserting "more than" after "de-

crease of", and
(II) In subclause (I), by striking "more

than";
(I) In paragraphs (1)(D)(i) and (2)(A)(i) of

subsection (f), by striking "calendar years"
and inserting "portions of calendar years";

(K) in subsection (f)(2)(A)—
(i) by striking "each performance stand-

ard rate of increase" and Inserting "the per-
formance standard rate ofincrease, for all
physicIans' services and for each category of
physicians' services,",

(II) in clause (i), by striking "physicians'
services (as defined in subsection (f)(5)(A)"
and Inserting "all physicians' services or for
the category of physicians' services, respec-
tively,",

(iii) in clause (iii), by striking "physicians'
services" and Inserting "all physicians' serv-
ices or of the category of physicians' serv-
ices, respectively,", and

(iv) in clause (iv), by striking "physicians'
services (as defined in subsection (f)(5)(A))"
and Inserting "all physicians' services or of
the category of physicians' services, respec-
tively,";
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41) in subsection (fi(4XA), by striking

"paragraph (B)" and inserting "subpara-
graph (B)";

M) In sthparagrapin (A) and (B) of sub-
section (g)(2), by Inserting "other tlmn seth-
oiogist services subject to section 1834(b),"
after "durIng 1991," and alter "during
1992,". respectively; and

(N). in subsection (D(1)(A), by striking
"historical payment basis (as defined in sub-
section (aX2)(C)(1)r and inserting "adjust-
ed historical payment basis (as defined in
subsection (a)(2)(D)(i))".

(2) Mxsczu*resous.—
(A) Effective as if Included In the Ozrtl-

bus Budget Reconciliation Act of 1989, sec-
tIon 6102(eX4) of such Act is amended by In-
serting "determined" after "prevailing
charge rate",

(B) Effective January 1, 1991, section
142(bX3XG) of the Social Security Act, as
amended by section 6102(eX2i of Omnibus
Budget Reëonciliation Act of 1989, Is
amended by striking "subsection (j)(1)(C)"
and inserting "section 1848(g)(2)".

(C) Section 1842(bXl2XA)(IJXII) of the
Social Security Act, as a.mended by section
6102(e)(4) of the Omnibus Budget Recondill-
ation Act of 1989, is amended by striking
as the case may be".

(D) Section 1833(aJ(1)(H) of the Social Se-
curity Act, as amended by section 6102(e)(5)
of the Omnibus Budget Reconciliation Act
of 1989, is amended by striking ", as the case
may be",

(E) Section 6102(e)(11) of the Omnibus
Budget Reconciliation Act of' 1989 is amend-
ed by Inserting "of Health and Human Serv-
ices" after "Secretary".

(F) Effective as If included in the enact-
ment of th Omnibus Budget Reconciliation
Act of 1989, section 922<dXl) of the Public
Health Service Act (42 U.S.C. 299c—1(d)(1))
Is amended—

(I) by Inserting "(other than of dimemina-
tion activities)" after "evaluations", and

(Ii) by inserting "research, demonstration
projects, or evaluations or' after "applica-
tions with respect to".

(C) RSPaAL or Ripoars No L,oncen Es-
QUIRED.—

(1) Subsection (b) of section 44)43 of the
Omnibus Budget Reconciliation Act of 1987
is repealed.

(2) Subsection (C) of sectIon 4048 of such
Act is repealed.

(3) Section 4049(b)(1) of such Act is
amended by striking ", and shall report"
and all that follows up to the period at the
end.

(4) Subsection (ci) of section 4050 of such
Act is repealed,

(5) Section 4056(a)(L) of such Act, as re-
designated by section 411(fx14) of the Medi-
care Catastrophic Coverage Act of 1988, is
amended by striking the last sentence.

(6) Section 4056(b)(2) of such Act Is
amended by striking the second sentence.

(d) Anjusniarc'r or Emc'rnvt DArsz.—ET-
fectice as if included in the enactment of
the Omnibus Budget Reconciliation Act of
1987—

(1) section 4048(b) of such Act is amended
by striking "January 1, 14)89" and Inserting
"March 1, 1989", and

(2) section 4049bX2) of such Act Is
amended by striking "January 1, 1989" and
Inserting "April 1, 1989".

(e) TRANSFER or PROvISION IN'IO 'rrrLE
xvm.—

(1) Section 1842 of the Social Security Act
(42 U.&C. 1395u) Is amended by adding at.
the end the following new subsection:

"(r) The Secretary shall establish a
system which provides for a unique identif I-
er faa- each physician who furnishes services
for which payment may be made under this
title.".
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(2) SectIon 9202 of the Consolidated Om-

nthus Budget Reconciliation. Act of 1986 is
asnergied by striking subsection (g).

ubpart B—Payment fos- Other Items and
Services

SIC. 4en. HOSPITAL OUTPA'TIENT SERVICES.
(a) Coseruinar-loN or Rmncrnon an Psi-

sia'rs roa C* AL-Rsnxran Cogrs,—Section
Th61(vXIXS)(I1)(I) of the Social Security
Act (42 U.S.C. 1'395x(vXl)(S)(ii)(I)) is
amended by inserting before the period at
the end the followthg ". by 10 percent for
payments attributable to portions of cost re-
porting periods occurring during fiscal year
1991 or 1992, by 7.5 percent for payments
attributable to portions of cost reporting pe-
riods occurring during fIscal year 1993 or
1194, and by 5 percent for payments attrib-
utable to portions of cost reporting periods
urrthg during fiscal year 1995".

(b) REDUcTIoN an Aotnrr or PAYMENTS
OrimIwIsa DrranINED.—

(1) IN GENERAL—Section 1833(a)(2XB)(iXI)
of such Act (42 U.S.C. 13951(aX2)(B)(iXI)) is
amended by striking "services," and insert-
ing "services (or, in the case of services fur-
nished during portions of cost reporting pe-
riods beginning on or after October 1, 1990,
other than services furnished by a hospital
receiving an additional payment under sec-
tion 1886(dX&XP) during such cost report
Ing perIod, 96 percent of the reasonable cost
of such services),",

(2) S-rANDMW ovnEAo Awouwrs poR AMBU-
LATORY SURGICAL iiiisis,—Sectiofl
1833(iX3XB) of such Act (42 U.S.C.
13951(iX3XB)) is amended by inserting after
clause UI) the following new clause:

"(ill) In determining the amount described
In clause (I)(fl) with respect to facility serv-
ices furnished during portions of cost ic-
porting periods beginning on or aSter Octo-
ber 1, 1990 (other than services furnished by
a hospital receiving an additional payment
under section 1886(d)(5XF) during such cost
reporting period), the Secretary shall
reduce the standard overhead amount by 2.5
percent.".

(c) Pa'rMaa-rs ran avl4vroay SURGICAL

(1) 2-ynsa FRE UI ALLOWANCE FOR LNTRA-
OCULAR azrsrs.—Notw1thstandlng section
l833(iX2)(AXth) of the Social Security Act,
the amount of payment determined under
such section for an intraocular lens inserted
disring or subsequent to cataract surgery
furnished to Individual in an ambulatory
surgical center on or after January 1, 1991,
and on or before December 31, 1992, shall be
equal to $200.

(2) DrrmMm*rIoN or m scissr,tra on
BASIS OP SURvEY 0? cosTS.—Section
1.833(i)(2XA)(l) of such Act (42 U.S.C.
l.3061(iX2)(A)(I)) is amended by striking the
comma at the end and inserting the follow-
ing ", as determined in accordance with a
survey (based upon a representative asmple
of procedures) taken not later than July 1,
1992, and every 5 years thereafter, of the
setual audited costs Incurred by such cen-
ters in providing such services,".

(3) PluviDiac FOR R3ULAR UPDATBS TO PBS
uLsu.—8ectlon 1933(i)(2) of such Act
(4.2 U.S.C. l5l(I)(2i) laamended—

(A) in the second sentence of subpara-
graph (A) and the second sentence of sub-
ragraph (.B), by striking "and may be ad-
justed by the Secretary, when appropri-
ate,"; and

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

"(C) Notwithstanding the second sentence
of aubpszagrah (A) or the second sentence
of subparagraph (B), If the Secretary has
not updated amounts established under
such aubpararaphs with respect to facility
services furnished In a year, such amounts
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shall be increased by the percentage in-
crease in the consumer price index for all
urban cornuznirs (U.S. city average) for the
12-month period ending with June of the— year.".

(4) EXPANSIoN OP PROCEDURES IN C0NSUI.TA-TIc wr mans ORGANIZA'rxoas.—The
second sentence of section 1833(iXl) of such
Act (42 U.S.C. 13951(iXl)) is amended by
striking the period and Inserting the follow-
ing: ", in consultation with appropriate
trade and profeasional organizations.".

(5) ErncTIvE DAYX—The amendments
made by paragraph (2) shall take effect
July 1, 1991.
SEC. 4022. DURABLE MEDICAL EQUIPMENT.

(a) ADDITIONAL 15, PERCENT REDUCTION IN
PAYMENTS FOR SEAT-LIrr CHAIRS AND TRANs.
CUTANEOUS ELECTRICAL Nmvz STIMULA-
TORS.—SeCtIon 1834(a)(1)(D) of the Social
Security Act (42 U.S.C. 1395m(a)(1)(D)) is
amended by inserting before the period at
the end the following: ", and, If furnished
on or after January 1, 1991, the Secretary
shall further reduce such payment amount
(as previously reduced) by 15 percent".

(b) Dsvgi.opjwar AND APPLICATION 07 NA-
TIONAL LIMIT5 ON Fzss.—

(1) INEXPENSIvE AND ROUTINELY PURCHASED
DURABLE MEDIcAL EQUIPMENT AND LT5 RE-
QUIRING FREQUENT AND SUBSTANTIAL SERVIC-
ING—Paragraphs (2) and (3) of section
l341a) of such Act (42 U.S.C. 1395m(a)) are
each amended—

(A) in subparagraph (B)(i), by striking
"or" at the end

(B) by striking clause (11) of subparagraph
(B) and Inserting the fol1owIn

"UI) in 1991 is the sum of (I) 67 percent of
the local IMyment amount for the item or
device computed under subparagraph
(Cxix!) for 1991, and (U) 33 percent of the
national limited payment amount for the
item or device computed under subpara-
graph (C)(ii) for 1991;

"(iii) in 1992 lithe sum of (1)33 percent of
the local payment amount for the item or
device computed ander subparagraph
(CXiXII) for 1992, and (U) 67 percent of the
national limited payment amount for the
Item or device computed under subpara-
graph (CXII) for 1992; and

"(lv) in 1993 and each subsequent year is
the national limited payment amount for
the Item or device computed under subpara-
graph (CXII) for that year."; and

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

"CC) CaNTO-rATION OP LOCAL PAYMENT
AMOUNT AND NATIONAL LrMrrED PAYMENT
AMoosl,.—For purposes of subparagraph
(B)—

'(i) the local payment amount for an Item
or device for a year Is equal to—

"(I) for 1991, the amount specified in sub-
paragraph (BRi) for 1990 increased by the
covered item increase for 1991, and

"(II) for 1992, the amount determined
under this clause for the precedIng year in-
creased by the covered item Increase for
1992; and

"(II) the national limited payment amount
for an Item or device for a year is equal to—

"U) for 1901 and 1992, the local payment
amount determined under clause (i) for
such Item or device for that year. except
that the national Umited payment amount
may not esceed 100 percent of the weighted
average of all local payment amounts deter-
mined under such clause for such Item fot
that year and may not be less than 85 per-
cent of the weighted average of all local
payment amounts determined under such
clause for such item, and

"UI) for each subsequent year, the
amount determined under this clause for
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the precedingyear increased by the covered
item increase for such subsequent year.".

(2) MIsczunEous ItEMS ANI) OTRER COy-
ER rrs.—8ection 1834(a)(8) of such Act
(42 U.S.C. 1395ma)8)) Is amended—

(A) In subparagraph (A)(ii)—
(i) by striking" or" at the end of subclause

(I);
Ui) in subclause (II)—
(I) by striking '1991 or", and
(II) by striking "the percentage increase"

and all that follows through the period and
Inserting "the covered item Increase for the
year.";

(iii) by redesigriating 8ubclause 11) as sub-
clause (III); and

(iv) by Inserting after subclause U) the
following new subclause:

'(II) in 1991, equal to the local purchase
price computed under this clause for the
prevIous year, increased by the covered item
increase for 1991, and decreased by the per-
centage by which the average of the pur-
chase prices submitted exceeds the average
of the reasonable charges on claims paid for
the item during the 6-month period ending
with December 1986; or";

(B) by amending subparagraph (B) to read
as follows:

"(B) COMPUTATION OF NAtIONAL LIMITED
PURCHASE PRIcE.—With respect to the fur-
nishing of a particular item in a year, the
Secretary shall compute a national limited
purchase price—

"(i) for 1991 and 1992, equal to the local
purchase price computed under subpara-
graph (A)(iI) for the item for the year,
except that such national limited purchase
price may not exceed 100 percent of the
weighted average of all local purchase prices
for the item computed under such subpara-
graph for the year, and may not be less
than 85 percent of the weighted average of
all local purchase prices for the item com-
puted under such subparagraph for the
year; and

"(ii) for each subsequent year, equal to
the amount determined under this subpara-
graph for the preceding year increased by
the covered item increase for such subse-
quent year.";

(C) in subparagraph (C)—
(i) by striking "regional purchase price"

each place it appears and Inserting "nation-
al limited purchase price",

(ii) by striking 'and subject to subpara-
graph (D)",

(iii) in clause (II)—
(I) by striking "75" and inserting '67";

and
(II) by striking '25" and Inserting "33',

and
(iv) in clause (iii)—
(I) in subclause (I), by striking "50" and

Inserting '33"; and
(II) in subclause (II), by striking "50" and

Inserting "67"; and
(D) by striking subparagraph (D).
(3) OXYGEN AND OXYG!N gQUIPMENT.—Sec-

tion 1834(a)(9) of such Act (42 U.S.C.
1395m(a)(9)) is amended—

(A) in subparagraph (AXii)(fl), by striking
"the percentage increase" and all that fol-
lows through the period and Inserting "the
covered item increase for the year.";

(B) by amending subparagraph (B) to read
as follows:

"(B) CouTAnoN OF NATIONAL LIMITED
MoNT}flY PAYMENT RATL—With respect to
the furnishing of an item in a year, the Sec-
ret.ary shall compute a national limited
monthly payment rate equal to—

"(i) for 1991 and 1992, the local monthly
payment rate computed under subpara-
graph (A)(ii)(II) for the item for the year,
except that such national limited monthly
payment rate may not exceed 100 percent of
the weighted average of all local monthly
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payment rates computed for the item under
such gubparagraph for the year, and may
not be less than 85 percent of the weighted
average of all local monthly payment rates
computed for the item under such subpara-
graph for the year; and

"(ii) for each subsequent year, equal to
the amount determined under this subpara-
graph for the preceding year increased by
the covered item increase for such subse-
quent year.";

(C) in subparagraph (C)—
(i) by striking 'regional monthly payment

rate" each place it appears and Inserting
"national limited monthly payment rate",

(ii) in clause (ii)—
(I) by striking "75" and Inserting "67";

and
(II) by striking "25" and inserting "33",

and
(lii) in clause (iii)—
(I) in subclause a), by striking "50" and

Inserting "33"; and
(II) in subclause (II), by striking "50" and

Inserting "67"; and
(D) by striking subparagraph (D).
(4) DInNrrIoN.—Section 1834(a) of such

Act (42 U.S.C. 1395m(a)) is amended by
adding at the end the following new para-
graph:

"(14) C0vEP.zD ITEM INCRZA5E.—In this sub-
section, the term 'covered item increase'
means, with respect to a year, the percent-
age increase in the consumer price index for
all urban consumers (U.S. city average) for
the 12-month period ending with June of
the previous year.".

(5) DiA IN ADJU5TXE?5 FOR flRERINT
RASoNABLENESS.—SeCtion 1834(a)( 10)(B) of
such Act (42 U.S.C. 1395m(a)(10)(B)) is
amended by striking 01991 and Inserting
'1992".

(6) CONPORMING A3tENDMNT.—Section
1834(aXl2) of such Act (42 U.S.C.
1395m(a)(12)) is amended by striking "de-
fined for purposes of paragraphs (8)(B) and
(9)(B)".

(c) TREATMENT or "RnAL CAP" ITEMs.—
(1) LIMITATION ON MONTHLY RICOGNIZED

RENTAL AMOUNTS FOR MI5CLLANEOUS ITEMS.—
Section 1834(a)(7)(A)(i) of such Act (42
U.S.C. 1395m(a)(7)(AXi)) is amended—

(A) by striking "for each such month" and
Inserting "for each of the first 3 months of
such period"; and

(B) by striking the semicolon at the end
and Inserting the followlnr ",and for each
of the remaining months of such period is
7.5 percent of such purchase price;".

(2) OFPtR OF OPTION TO PURCHASE FOR MIS-
CKLLANZOU5 ITEMs; ESTABL1SHMEN1 0? REAsON-
Lz uyrrn.-.-Section 1834(aX7) of such
Act (42 U.S.C. 1395m(a)(7)(A)) is amended—

(A) In 8ubparagraph (A)(i), by strikIng "15
months" and Inserting "15 months, or, in
the case of an item for which a purchase
agreement has been entered into under
clause (II), a period of continuous use of
longer than 13 months";

(B) in subparagraph (A)(iD—
(i) by striking "(ii) durthg the succeeding

6-month period of medical need," and in-
aerting "(iii) in the case of an item for
which a purchase agreement has not been
entered into under clause (II), during the
first 6-month period of medical need that
follows the period of medical need during
which payment is made under clause (i),",
and -

(II) by striking 'and" at the end;
(C) in subparagraph (AXiii)—
(i) by trik1ng "(ill)" and Inserting "(iv) in

the case of an item for which a purchase
agreement has not been entered into under
clause (ii),", and

(ii) by striking the period at the end and
Inserting ";and";
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(D) by Inserting after clause (i) of sub-

paragraph (A) the following new clause:
'(ii) during the 9th continuous month

during which payment is made for the
rental of an item under clause (i), the sup-
plier of such item shall offer the individual
patient the option to enter into a purchase
agreement under which, if the patient noti-
fies the supplier not later than 1 month
after the supplier makes such offer that the
patient agrees to accept such offer and exer-
cise such option—

"U) the supplier shall transfer title to the
item to the individual patient on the first
day that begins after the 13th continuous
month during which payment is made for
the rental of the item under clause (i), and

'(II) after the supplier transfers title to
the item under subclause (I), maintenance
and servicing paymenth shall be made in ac-
cordance with clause (v);";

(E) by adding at the end of subparagraph
(A) the following new clause:

"(v) in the case of an item for which a
purchase agreement has been entered into
under clause (ii), after the expiration of the
6-month period beginning on the day the
supplier transfers title to the item to the pa-
tient under clause (ii)(I), a maintenance and
servicing payment may be made (for parth
and labor not covered by the supplier's or
manufacturer's warranty, as determined by
the Secretary to be appropriate for the par-
ticular type of durable medical equipment)
during the first month of each succeeding 6-
month period, and the amount recognized
for each such period is the amount recog-
nized for the item for such period under
clause (iv)."; and

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

"(C) REPLACEMENT OF ITEMs.—
"(i) EsTABLIsHMENT OF RZA5ONABI2 USEFUL

UFETIME.—The Secretary shall determine
and establish a reasonable useful lifetime
for items of durable medical equipment for
which payment may be made under this
paragraph.

"(ii) PAYMENT FOR RZPLACEM7 ITEM5.—If
the reasonable lifetime of such an item, as
so established, has been reached during a
continuous period of medical need, or the
carrier determines that the item is lost or ir-
reparably damaged, payment for an item
serving as a replacement for such item may
be made on a monthly basis for the rental
of the replacement item in accordance with
subparagraph (A).".

(4) TRZAThtENT OF POWERDRIVEN WHEEL-
CHAIRS AS MISCELLA.NIOUS TMS OF DURABLE
MEDICAL EQUIPMETiT.—

(A) IN GNERAL.—8eCtion 1834(a)(2)(A) of
such Act (42 U.S.C. 1395m(a)(2)(A)) is
amended—

(i) in clause (i), by Inserting "or" at the
end;

(II) in clause (II), by striking "or" at the
end; and

(iii) by striking clause (iii).
(B) OFrIONAL TRZATMEN AS CUSTOMIZED

ITEM.—Section 1834(a)(4) of such Act (42
U.S.C. 1395m(a)(4)) is amended by striking
"patient," and Inserting "patient (including
a customized wheelchair classified as a cus-
tomized item under this paragraph pursu-
ant to criteria specified by the Secretary),".

(d) FREEZE iN RsoNi CHARGES FOR
PARENTERAL AND Egiw. Numzs, Sup-
PLIES, AND EQUIPMENT DURING 1991.—In de-
termining the amount of payment under
part B of title XVIII of the Social Security
Act for enteral and parenteral nutrients,
supplies, and equipment furnished during
1991, the charges determined to be reasora-
ble with respect to such nutrienth, suppIie.
and equipment may not exceed the charges
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determined to be reasonable with respect to
such Items for 1990.

(e) RsQusasao PRXOR APrR0VAS. oa Povu-
TIALLY Ovanuem ITmss.—Sactlon 183a) of
such Act (42 U.S.C. 1395m(a)), as amended
by subsection (bX<), is amended by addIng
at the end the following new paragraph:"US) Czam rxons o rorn-
TLLLY OVRU It1 1DVAC.—

"(A) Drvorsuv o UST or rTnus a sec.
amra.—The Secretary shall develop and
per1dlcally update a list of items for which
pment may be made under this subsection
that the Secretary determines, on the basis
of prior payment ezperience, are frequently
subject to unnecessary utilization, and shall
include in such list seat-lift chairs, trancu-
taneous electrical nerve stunulators, and
motorized scooters.

"(B) DETERaUNATXONS OF COvERAGE IN AD-
vcL—A carrier shall determine in advance
whether payment for an item included on
the list developed by the Secretary under
subparagraph (A) may not be made because
of the application of section 1862(a)(1).".

(f) Paornzirtoic AGAINST DIsmxsuTIoN Op
Mxc&L NEcESSITY FORMS sy SUPPLiERS.—

(1) In GENERAL.—Section 1834(a) of the
Social Security Act (42 U.S.C. 1395m(a)), as
amended by subsections (b)(4) and (e), is
further amended by adding at the end the
following new paragraph:

"(18) Paonxsirion AGAIWST DIsTRISUTI0N
By suppusas o FORMS DOCtJME?ING MEDIcAL
NECE5SI-ry.-—

"(A) In sia&x.—A supplier of a covered
item under this subsection may not distrib-
ute to physicians or to individuals entitled
to benefits under this part for commercial
purposes any completed or partially com-
pleted forms or other documents required
by the Secretary to be submitted to show
that a covered item is reasonable and neces-
sary for the diagnosis or treatment of illness
or Injury or to Improve the functioning of a
malformed body member.

"(B) PENALTY.—Any supplier of a covered
item who knowingly and willfully distrib-
utes a form or other document in violation
of subparagraph (A) is subject to a civil
money penalty in an amount not to exceed
$1,000 for each such form or document so
distributed. The provisions of section 1128A
(other than subsections (a) and (b)) shall
apply to civil money penalties under this
subparagraph in the same manner as they
apply to a penalty or proceeding under sec-
tion 1128A(a).".

(2) EFFECTIVE DATIL —The amendment
made by paragraph (1) shall apply to forms
and documents distributed on or after Janu-
ary 1, 1991.() LIMITLNG CHARGES OP N0NPAR1'IcIpAr-
ING Su1'PLIERs.—Section 1834(a) of such Act
42 U.S.C. 1395rna)), as amended by subsec-
tions (b)(4), (e), and (f), is further amended
by adding at the end the following new
paragraph:

"(17) LIMrnNG CHARGES FOR N0NPAR1'IcI-
PArING sUPPLIERS.—

'(A) In GENERAL—In the case of covered
items for which payment may be made
under this subsection furnished on or after
January 1, 1991, if a nonparticipating sup-
plier furnishes the item to an individual en-
titled to benefits under this part, the suppli-
er may not charge the indivldual more than
the limiting charge (as defined in subpara-
graph (B)).

"(B) LrasrrncG CHARGE DEFINED.—In sub-
paragraph (A). the term 'limiting charge'
means, with respect to an item furnished—

"(i) in 1991, 125 percent of the payment
amount specified for the item under this
subsection,

(li) In 1992. 120 percent of the payment
amount specified for the item under this
subsection, and
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"(Ill) in a subsequent year, 116 peecent of

the payment amount specified for the item
under this subsection.

"(C) 13m7oacsasm'r—Xf a supplier know-
and willfully bills In violation of sub-

paragraph (A), the Secretary may apply
sanctions against such supplier in accord-
ance with section 1842(j)(2) in the same
manner as such sanctions may apply to a
physician.".

(h) RzcmxricATxon ros Cmxn IPA-
vxsw-as REcEIvING Wiona Oxczn TRAPr
SERvIcES.—

(1) In GznmAx..—Section 1834(a)(5) 0f such
Act (42 U.S.C. l395mts,X5 is amended—

(A) In subparagraph (A), by striking "(13)
and (C)" and inserting "(B), (C), and (13)";
and

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

"(13) RsczaTxrxcrxon roa psrxanrs nxcsav-
inc noasu orycan rxmap'r.—In the case of a
patient receiving home oxygen therapy
services who, at the time such services are
initiated, has an initial arterial blood gas
value at or above a partial pressure of 55 or
an arterial oxygen saturation at or above 89
percent, no payment may be made under
this part for such services after the expira-
tion of the 60-day period that begins on the
date the patient first receives such services
unless the patient's attending physician cer-
tifies that, on the basis of a follow-up test of
the patient's arterial blood gas value or ar-
terlal oxygen saturation conducted during
the final 15 days of such 60-day period.
there Is a medical need for the patient to
continue to receive such services.".

(2) EFFEcTIVE DA'rs.—The amendments
made by paragraph (1) shall apply to pa-
tients who first receive home oxygen ther-
apy services on or after January 1, 1991.

(I) STuDY or SEPARArE Fzt SCHEDULES FOR
CERTAIN SUPPLIERS OF PROSTHETIc DEvIcES.
Osniorics, AND PROsTHETICs.—

1 S-rLmY.—The Secretary of Health and
Human Services shall conduct a study of
the feasibility and desirability of establish-
ing a separate lee schedule for use in deter-
mining the amount of payments for covered
items under section 1834(a) of the Social Se-
curity Act with respect to suppliers of pros-
thetic devices, orthotics, and prosthetics
who provide professional services that
would take into account the costs to such
providers of providing such services.

(2) Rzpoar.—By not later than 1 year
after the date of the enactment of this Act.
the Secretary shall submit to Congress a
report on the study conducted under para-
graph (1).

(j) TECHNIcAL Coaxc!rxoNs.—Effective as
if included in the enactment of the Omni-
bus Budget Reconciliation Act of 1987, sec-
tlon 4062(e) of such Act is amended—

(1) by inserting "(other than oxygen and
oxygen eciuipment)" after "covered items".
and

(2) by inserting before the period at the
end the followinr. "and to oxygen and
oxygen ecuIpment furnished on or after
June 1, 1989".

(k) EFFECTIVE DATL—Except as provided
In subsections (f)(2), (h)(2), and (j), the
amendments made by this section shall
apply to Items furnished on or after Janu-
ary 1, 1991.
SEC. 4523. CLINICAL DIAGNOSTiC LABORATORY

TESTS.
(a) REDUCTION IN NATIONAL CAP ON FEE

SCHEDULES.—
(1) In GENERAL—Section 1833(h)(4XB) of

the Social Security Act (42 U.S.C.
13951(h)(4)(B)) is amended—

(A) in clause (Ii), by striking 'and" at the
end;

(B) in clause (iii)—

October 16, .1990
(I) by Inserting "and before January 1,

1991," after "1989,", and
(Ii) by striking the period at the end and

inserting ", and"; and
(C) by adding at the end the following

new clause:
"(Iv) after December 31, 1990, is equal to

85 percent of the median of all the fee
schedules established for that test for that
laboratory setting under paragraph (1 )".

(2) Errrsci'Ivs DAYE.—The amendments
made by paragraph (1) shall apply to tests
furnished on or after January 1, 1991.

(b CLARIFIcATION or MANDATORY ASsIGN-
E1ET FOR TESTS PELWORMED ST A PHYSICIAN
OrrIca LABoRAToRY.—

(1) In GEsuRAL.—(A) Section 1833(h)(5)(C)
of such Act (42 U.S.C. 13951(h)(5)(C)) is
amended by striking "performed by a labo-
ratory other than a rural health clinic" and
Inserting '(other than a test performed by a
rural health clinic)".

(B) Section 1833(h)(5)(A)(il)(III) of such
Act (42 U.S.C. 13951(l)(5)(A)(lii)) is amended
by striking "laboratory," and inserting "lab-
oratory (but not including a laboratory de-
scribed In subcLause (11)),".

(C) Section 6111(b)(2) of the Omnibus
Budget Reconciliation Act of 1989 is amend-
ed by striking "January 1, 1990" and insert-
ing "May 1, 1990".

(2) Es'l'wrIvE DATE.—The amendments
made by paragraph (1) shall take effect as 11
included in the enactment of the Omnibus
Budget Reconciliation Act of 1989.

(c) TECHNICAL CORRECTIONS.—
(1XA) Section 1833(h)(5)(A)(li) of such

Act (42 U.S.C. 13951(h)(5XA)(il)) Is amend-
ed—

(I) In subclause (II), by striking 'a wholly-
owned subsidiary of" and Inserting "wholly
owned by": and

(II) in subclauze (III). by striking "submits
bills or requests for payment In any year"
and Inserting "receives requests for testing
during the year in which the test is per-
formed".

(B) The amendments made by subpara-
graph (A) shall take effect January 1. 1991.

(2) The heading of section 1846 of such
Act is amended by striking "OF" and Insert-
ing "OR".

(3) SectIon 9339(b) of the Omnibus
Budget Reconciliation Act of 1986 Is amend-
ed by striking paragraph (3).
SEC. 4024. COVERAGE OF NURSE PRACTITIONERS IN

RURAL AREAS
(a) In GENERAL.—Section 1861(s)(2)(K) of

the Social Security Act (42 U.S.C.
1395x(s)(2)(K)) is amended—

(1) In clause UI). by striking "and" at the
end.

(2) in clause (III). by striking "(I) or (II)"
and Inserting "(I), (ii). or (ill)";

(3) by redeslgnatlng clause (ill) as clause
(Is'); and

(4) by Inserting after olause (Ii) the follow-
ing new clause:

"(ill) servIces which would be physicIans'
services if furnished by a physician (as de-
fined in subsection (r)(1)) and which are
performed by a nurse practitioner or clinical
nurse specialist (as defined In subsection
(aa)(3)) working in collaboration (as defined
in subsectIon (aa)(4)) with a physician (as
defined In subsection (r)(1)) In a rural area
(as defined In sectIon l886(d)(2)(D)) which
the nurse practItioner or clinical nurse spe-
ciallst is authorized to perform by the State
In which the services are performed, and".

(b) PAYaiNT.—
(1) DmxcT pAyw4r.—Section

1832(a)(2)(B) of such Act (42 U.S.C.
1395k(a)(2)(B)) is amended—

(A) in clause (Ii), by striking "and" at the
end.
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(B) In clause ('ill), by striking the seml

colon and inserting a comma. and
(C) by adding at the end the- following

new clause
"(iv) services of a nurse practitioner or

clinical nurse specialist provided In. a rural
area (as defined, in section 1886(d)(2)(D));
and"

(2) Asouar.—Section 1833(a)(.1'). of such
Act (42 U.S.C. 13951(a)(i)) Is. amended—

(A) by striking 'and" at the. end of sub-
paragraph (K).and

(B) by inserting after subparagraph (L)
the following new subparagrapk. "(M) with
respect to servicea described In section
1861(s)(2)(K)(iii) (relating to nurse practi-
tioner or clinical nurse specialist services
provided In a rural area), the amounts paid
shall be 80 percent of the lesser of the
actual charge or the prevailing charge that
would be recognized (Or, for services fur-
nished on or after January 1, 1992, the fee
schedule amount provided under section
1848, as the case may be) if the services had
been performed by a physician (Subject to
the limitation described' in subsection
(r)(2)), and".

(3) CAP ON PREVAILING CHARGE; BILIThO
ONvv ON AsSrGrrMENv-RELATED BAsIs.—Section
1833 0! MIch Act (42 US.C. 13951) IS amend-
ed by adding at the end the following new
subsection

"(r)( 1) With respect to services described
in section 1861(s)(2)(K)(ffl') (relating to
nurse practitioner or clinical nurse specialist
services provided In a rural area), payment
may be made on the basis of a ciSim or re-
quest for payment presented by the nurse
practitioner or clinical nurse' specialist fur-
nishing such services, or by a hospital, rural
primary care hospital, physician, group
practice-, ambulatory surgical center, or
rural health clinic with whiCh the nurse
practitioner or clinical nurse specialist has
an employment or contractual relationship
that provides for payment to be made under
this part for such services to such hospital,
physician, group practice, ambulatory surgi-
cal center, or rural health clinic.

"(2XA) For purposes of subsection
(a)(1)(M), the prevailing charge for services
described in section 1861(s)(2)(K)(iii) may
not exceed the applicable percentage (as de-
fined In subparagraph (B.)) of the prevailing
charge rate determined for such services
performed by physicians who are not spe-
ci&ista

"(B) In subparagraph (A), the term 'appli-
cable percentage' means—

"U) 75 percent in the case of services per-
formed in a hospital, and

"(Ii) 85 percent. hi the- case of other serv-
ices.

"(3)(AY Payment under this part for serv-
ices. described hi section 1861(s)(2)(K)(lii)
may be made. only on an. assignment-related
basis, and any such assignment agreed (10 by
a nurse practitioner or clinical, nurse special-
ist shall be binding upon. any other person
presenting a claim or request for payment
for such services.

"(B). Except for deductible and coinsur-
ance amounts applicable under this section,
any person who knowingly and willfully pre-
sents, or causes to be presented, to an Indi-
vidual enrolled under this part a bill or re-
quest for payment for services described in
section 1861(s)(2)(K)LiIi). in. violation. of sub-
paragraph (A) Is subject to a civil money
penalty of not to exceed $2,000 for each
such bill or request.. The provisions of sec-
tion 1128A (other than subsections (a) and
(.b)) shall apply to a civil money penalty
under the previous sentence in the same
manner as such provisions, apply to' a penal-
ty. or proceeding under section 1128A(a).

"(4) No hospital or rural primary care hos-
pital that. presents a claim or, request for

payment under this part for services, de-
scribed. in section 1861(s)(2)(K)(iil) may
treat any uncollected coinsurance amount
Imposed under this. part with respect to
such services, as a bad. debt of such hospital
for purposea of this title?'.

(C) CONFORMING AMENDMZrrr.—Section
1842(b) of such Act (42 USC.. 1395u(b)) iS
amended by striking "section 1881(s)(2)(K.)"
each place it appears in paragraphs (6) and
(12) and inserting "clauses (I) and (ii) of sec-
tion 1861(a)(2)(K)".

(d) DErINrnoN—Sectlon. I86lAaa)(3) of
the Social Security Act 42 tLS.C.
1-395x(aa)(3)). Is amended by striking. "The
term" and all that follows through "who
performs" and inserting, the following: "The
term 'hyslclan assistant' the term. 'nurse
practltlDner' and' the. term. 'cflhlcai nurse
specialist' mean,, for purposes of' this Act,. a
physician assistant,, nurse practitioner., or
dflnihai nurse specialist who. perfOrms".

(e) EmcTIvs. DAXZ—The amenzfl3ients
made by this section shall apply to. services
furnished on or after January 1, 1991..
SEC.. 41)26. ClARIFYING COVERAGE or EYEGLASSES

PROVIDED WITH INTRAOCULAR
LENSES FOLLOWING CA'rARAcr SUR-
GERY.

(a) COVERAGE AS A Paosrnrric DEVICE.—
Section 1861(r)(8). of the Social Security Act
(4? U;S.C. 1395x(s)(8)) is. amended by insert-
ing before the semicolon at the end the fol-
lowing: "knd Including corrective eyeglasses
provided with intraocular lenses following
cataract surgery (but not including replace-
ment for such eyeglasses)".

(bY Cr.MUFIcAXI0N or ExcumxON.—Sectiofl
1882(aX7) of such Act (42 U.S.C.
1395y(a)('l)) is amended by inserting "('other
than eyeglasses described in section
1861ts)(8))" after "eyeglasses" the first
place it appears;

(c) Eys'xcrxvz D*rs; —The amendments
made by this section shall' apply' to items
and services furnished before, on, or after
the date of the enactment of this Act..
SEC. 4026. COVERAGE OF INJECTABLE DRUGS FOR

TREATMENT 07 OSTEOPOROSIS;
(h) Dq GnrERaL.—Sectlon 1861 of the

Social Security Act (42 U.S.C. 1395x) IS

amended—
(I) In subsection. (s)'(2)—
(A) by strikIng "and" at the end of sub-

paragraph (M),
(B) by inserting "and' at the end of sub-

paragraph (N), and
(C) by Inserting after subparagraph (N)

the following new subparagraph:
"(0) a covered' osteoporosis drug, and Its

administration (as defined in subsection
(jj)) furnished on or after January 1, 1991,
and on •r before December 31, 1992; and";
and

(2) by Inserting after subsection ('Ii) the
following new subsection:

"COVERED O5TEOPOR05IS DRUG

"(Jji The term 'covered osteoporosis drug'
means an injectable drug approved for the
treatment. of a bone fracture related to post-
menopausal osteoporosis provided to a pa-
tient IL. in accordance with' regulations pro-
mulgated by the Secretary—

"(1) the patient's attending physician cer-
tifies that the patient is unable to. learn the
skills needed to self-administer such. drug or
is otherwise physically or mentally incapa-
ble of self-administering such drug and

"(2> the patient meets the requirements
for coverage of home health. services, de-
scribed in section 1814(a)(2)(C).".

(b) STUDY or Emcrs OP COVERAGE.—
(1) Is GaNzR.&L.—The Secretary of Health

and Human Services shall conduct a study
analyzing the effects of coverage of osteo-
porosis drugs under part B. of title XVIII of
the Social Security Act (as amended by sub-
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section (a)) on patient health and the utili-
zation of inpatient hospital and extended
care services.

(2) Rm'oar.—By not later than Mssch'. 1,
1992, the Secretary shall' submit a report to
Congress on th'e study conducted under
paragraph (l). and shall include in such
report such recommendations regarding ex-
pansion. of coverage under the medicare pro-
gram of items and services for individuals
with post-menopausal osteoporosis as the
Secretary considers appropriate.
SEC. 4027. CONDITIONS FOR CNTARACI SUWIZEX

ALTERNATIVE PAYMENT DEMONSTRA-
VON PROJECt

In carrying out any demonstration project
to evaluate the effectiveness of alternath'e
methods of payment for cataract surgery
under title XVIII of the Social Security Act,
the Secretary of Health and Human' Serv-
ices—

(1) may not select providers to participate
in such demonstration project solely on. the
basis of the number of cataract surgeries
performed;

(2) shall monitor- the quality of services
provided under such, demonstration project
arid') shall develop criteria for the selection
of providers to participate in such demon-
stration project in consuitation with physi-
cians specializing in the care' and treatment
of conditions of the eyes.

Subpart C—Miscellaneous Provisions

SEC; 4031. MEDICARE CARRIER NOTICE TO STATE
MEDICAL POARUS.

(a) IN GENERAI..—Section 1842(b)(3) of the
Social Security Act (4'2 U.S.C. i395uCb)(3)')
Is amended bY Inserting after subparagraph
(H) the following new subparagraph:.") will refer cares of physician unethical
or unprofessional. conduct. to the State med
ical board or boards responsible for the 11-
ceasing of the physician. Involved,".. -

(.b) Emcrivz Dara—The amendment
made by subsection (a) shall apply to cases
of unethical or unprofessional conduct that
a carrier becomes aware of more than 60
days after the date of the enactment of thts
Act. The Secretary of Health and Human
Services shall provide for such modification
of contracts under section 1842 of the Social
Security Act as may be neces3ary to incorpo-
rate the' additional requirement Imposed by
the amendment. made by subsection (a) on a
timely basis.
SEC. 4032. TECIINICAL AND MISCELLANEOUR PRO-

- VISIONS RELATING TO PART B.

(a) Section 1833(o)(25(D) of the Social Se-
curity Act (42' U.S.C; 13951(O)(2)(D))' Is
amended by striking "one (ormore, as sped-
tied by the Secretary) pairs" and inserting
"one pair (or more pairs, as specified. ty the
Secretaryr.

(b) Section 1839(a)(.4) of s.uch Act. (42
U.S.C. 1395r(a)(4)) iS amended by strikins
"which" after "age 65" the second place it
appears.

(c) Section l842(b)(.3) cif such Act (47
U.S.C.. 1395u(b)(3 )). is. amended.—

W by striking. "and" at the end of sub-
paragraph (H),

(.2). by inserting "and" at the end' of sub-
paragraph (I), and

(3) by. redesignating' subparagraph (L) a,s
subparagraph (.J.).

(d) Section. 186L'(s)(2)(B') of such Aet (42
1J,SC. I,395xs)(2)('B)) is amended. by strik-
ing "and. partial hospital services Incident to
such services" and. by inserting "arid. partial
hospitalization services" after "hospital
services.".

(e) Section' 186,1(h) of. such Act. (-42 U.S.C.
1395aUiI'))' is amended—
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(1) by Inserting "furnished by a clinical

psychologist (as defined by the Secretary)"
after "means such services", and

(2) by striking 'his service furnished by a
clEnIJ psychologist (as defined by the Sec-
retary)' and inserting such services".
PART 2.—PROVISIONS RELATING TO PARTS

A AND B
Subpart A—Peer Review Organizations

SEC 41e1. PRO COORDINAI1ON WITH CARRIERS.
(a) IN OEJw..—Section 1154 of the

Social Security Act (42 U.S.C. 1320c-3) is
amended by adding at the end the following
new subsection:

"(g) In carrying out coordinating activities
under subsection (a)(10)(A) with carriers
under section 1842, each organization shall
provide, in a manner specified by the Secre-
tary, f or—

"(1) Information exchange in accordance
with specifications of the Secretary,

"(2) development of common utilization
and quality review claim edits and specific

medical review criteria used to identify mdi-
viduai claims for review, and

"(3) collaboration on the analysis of utili-
!ation trends and on the results of medica.I
reviews and collaboration on the develop-
ment of claim edit standards and review cri-
teri&".

(b) CAJuuti CooIuINATIoN.—8ection
1842(b)(3) of such Act (42 U.S.C.
1395u(b)(3)) is amended by Inserting after
subparagraph (H) the following new sub-
paragraph:

"(I) will coordinate its activities with
those of utilization and quality control peer
review organizations, in the manner speci-
fied by the Secretary in order to carry out
section 1154(g); and'.

(c) REPORT—By not later than January 1,
1992, the Secretary of Health and Human
Services shall submit a report to the Com-
mittees on Ways and Means and Energy and
Commerce of the House of Representatives
and the Committee on Finance of the
Senate on the implementation of the
amendments made by this section.
SEC. 4112. CONFIDENTIALITY OF PEER REVIEW DE-

LIBERATIONS.
(a) IN OEriL&i..—Secton 1160(d) of the

Social Security Act (42 U.S.C. 1320c-9(d)) is
amended by adding at the end the follow-
ing "No document or other information
produced by such an organizton in connec-
tion with its deliberations in making deter-
minations under section 1154(a)(1)(B) or
1156(a)(2) shall be subject to subpena or dis-

covery in any administrative or civil pro-
ceeding; except that such an organization
shall provide, upon request of a practitioner
or other person adversely affected by such a
determination, a summary of the organiza-
tion's findings and conclusions in making
the determination.".

(b) EP'rZCTIvE DATE—The amendments
made by subsection (a) shall apply to all
procedi.ngs as of the date of the enactment
of this Act.
SEC 4103. ROLE OF PEER REVIEW ORCANIZAflONS

IN REVIEW OF HOSPITAL TRANSFERS.
(a) IN Oriu.t.—Section 1867d of the

Social Security Act (42 U.S.C. 1395ddd)) is
anended by adding at the end the following
new paragraph:

"(4) Cosumnor WITH PR REVIEW OR-
GANIZATIONS.—

"(A) IN GgNERAL—In considering allega-
tions concerning violations of the require-
ments of this section in imposing sanctions
under paragraph (1) or (2) in cases in which
the concerns described in subparagraph (B)
are raised, the Secretary shall request the
appropriate utilization and quality control
peer review organization (with a contract
wider part B of title Xl) to review the medi-
cal condition of the individual involved and

provide a report concerning its findings and
professional opinions with respect to such
concerns. Except in the case in which a
delay would immediately Jeopardize the
health or safety of individuals, the Secre-
tary 8hall request such a review before ef-
fecting a sanction under paragraph (1) or
Paragraph (2) and shall provide a period of
at least 80 days for such review.

"(B) CONCERns—The concerns described
in this subparagraph are—

'(i) whether the individual had an emer-
gency medical condition which had not been
stabilized, and

"(ii) If the individual was transferred, (I)
whether, based upon the information avail-
able at the time of the transfer, the medical
benefits reasonably expected from the pro-
vision of appropriate medical treatment at
another medica.I facility outweighed the in-
creased risks to the individual (and, in the
case of labor, to the unborn child) from ef-
fecting the transfer, and (II) whether the
transfer was an appropriate transfer (as de-
fined in subsection (c)(2)).".

(b) CoNroIi&ING AMENDMNr.—Section
1154(a) of such Act (42 U.S.C. 1320c-4(a)) is
amended by adding at the end the following
new paragraph:

'(16) The organization shall provide for a
review and report to the Secretary when re-
quested by the Secretary under section
1867(d)(4)(A). The organization shall pro-
vide reasonable notice of the review to the
physician and hospital involved. Within the
time period permitted by the Secretary, the
organization shall provide a reasonable op-
portunity for discussion with the physician
and hospital involved, and an opportunfty
for the physician and hospital to submit ad-
ditional information, before Lssuing its
report to the Secretary under such sec-
tion.".

(c) EFyc-rIvE DAm—The amendment
made by subsection (a) shall take effect on
the first day of the first month beginning
more than 60 days after the date of the en-
actment of this Act. The amendment made
by subsection (b) shall apply to contracts
under part B of title XI of the Sodal Securi-
ty Act as of the first day of the first month
beginning more than 80 days after the date
of the enactment of this Act.
SEC. 4104. PEER REVIEW NOTICE.

(a) REQUI i.ir.—Section 1154(a)(9) of
the Social Security Act (42 U.S.C. 1320c-
3(a)(9)) is amended—

(1) by inserting (A)" after (9)", and
(2) by adding at the end the following:
'(B) The organization shall notify the

State board or boards responsible for the li-
censing or disciplining of any physician
when the organization submits a report and
recommendations to the Secretary with re-
spect to such physician under section
1156(bU).".

(b) DIscLosuRE—Section 1160b)U) of
such Act (42 U.S.C. 1320c-9(b)(1)) is amend-
ed—

(1) by striking 'and' at the end of sub-
paragraph (B),

(2) by adding and' at the end of subpara-
graph (C), and

(3) by adding at the end the following new
subparagraph:
'(D) to provide notice to the State medi-

ca.I board in accordance with section
1154(a)(9)(B) when the organization sub-
mits a report and recommendations to the
Secretary under section 1156b)(1) with re-
spect to a physician whom the board is re-
sponsible for licensing;".

(c) EmcTrvz DArt—The amendments
made by this section shall apply to notices
of proposed sanctions issued more than 60
days after the date of the enactment of this
Act.
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SEC. 4105. NOTICE TO STATE MEDICAL HOARDS

WHEN ADVERSE ACTIONS TAKES.
(a) IN GE?IL.—Sect1on 1156(b) of the

Social Security Act (42 U.S.C. 1320c-5(b)) is
amended by adding at the end the following
new paragraph:
"(8) When the Secretary effects an exclu-

sion of a physician under paragraph (2). the

Secretary shall notify the State board re-
sponsible for the licensing of the physician
of the exclusion.".

(b) EFFEcTIvE DA'lt.—The amendments
made by this secUon shall apply to sanc-
tions effected more than 80 days after the
date of the enactment of this Act.
SEC. 4106. TREATMENT OF OPTOMETRISTS AND P0-

DIATRISTS.

(a) IN Gn.&x.—Sectlon 1154 of the
Social Security Act (42 U.S.C. 1320c-3) is
amended—
(1) in subsection (a)(7)(A)(i), by inserting

optometry, or podiatry" after "dentistry';

and
(2) in subsection (c), by striking or den-

tistry" each place it appears and inserting
'dentistry, optometry, or podiatry".
(b) Emc'riv DAm—The amendments

made by paragraph (1) shall apply to con-
tracts entered into or renewed on or after
the date of the enactment of this Act.

Subpart B—Other Provisions
SEC. 4121. EXTENSION OF SECONDARY PAY OR PRO-

VISIONS.

(a) ExTENsION o DIssE PERIOD
FROM 12 TO 18 MoNTHs—Section
1862b)(1)(C) of the Social Security Act (42
U.S.C. 1395y(b)(1)(C)) is amended by strik-
ing '12-month period" each place it appears
and inserting 18-month period'.

(b) ELIMINATION OF SUNsET FOR TRANSFER
OF DATA PROvISION—Section 1862(b)(5)(C)
of such Act (42 U.S.C. 1395y(b)5)C)) is
amended by striking clause (iii).

(c) ELIMINATION OF SuNsrr ON APPLICA-
TION TO DI5ABIZD BiEyIcIAIEs.—

(1) IN GENERAL—Section 1862(b)(1XB) of
such Act (42 U.S.C. 1395y(b)(1)(B)) is
amended —

(A) in clause (i), by striking '(iv)(II) and
(Iv)(I)' and Inserting '(iii)( II)' and

'(iii)(I)', respectively,
(B) by striking clause (iii), and

(C) by redesignating clause (iv) as clause
(iii).

(2) CONFORMING AMENDMNrs.—Paragraphs
(1), (2). and (3XB) of section 1837W of such
Act (42 U.S.C. 1395p(i)) and section 1839(b)
of such Act (42 U.S.C. 1395r<b)) are each
amended by striking '1862(b)(l)(B)(iv)' and
Inserting '1862(b)(1(B)(iiiY'.

(d) EYFECTIVTE DATES.—
(1) The amendment made by subsection

(a) shall apply to group health plans for
plan years beginning on or after January 1,
1991.

(2) The amendments made by subsections
(b) and (c) shall take effect on the date of
the enactment.
SEC. 41fl. HEALTH MAITEANCE ORCAIZATIOS.

(a) PERMITTING Rrr1oAcrIvE E?ROLLMT
oy CERTAIN RrrIas.—

(1) IN GENERAL—Section 1876(c)3)(B) of
the Social Security Act (42 U.S.C.
1395mm(c)(3)(B)) is amended—

(A) by Inserting () after '(B), and
(B) by adding at the end the following

new clauses:
"(U) Regulations under clause (i) shall

provide that, in the case of an Individual
who, at the time of retirement from employ-
ment, is enrolled with an eligible organiza-
tion (which has a risk-sharing contract
under this section) under a health benefit
plan operated, sponsored, or contributed to.
by the Individuals employer or former em-
ployer, the enrollment may be made effec-
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ti'e as of the first moitb of such retirement
if such enrollment occurs not later than 3
months after the dAte of the retirement.

'(iii) Such regulations &haU provide that,
in the ca.se of an lndivduaI who, at the time
the individuals spouse retires from employ-
ment. t enrolled with an eligible organiza-
tion (which has a risk-sharing contract
under this section) under a bealth benefit
plan operated, sponsored, or contributed to,
by the employer or former employer of the
individual's spouse, tbe enrollment may be
made effective as of the first month of such
retirement if such enrollment occurs not
later than 3 months after the date of the re-
tirement of the indMdual's spous&?'.

(2) EFFECTIVE DArE—The amendments
made by paragraph (1) shall take effect on
the date of the enactment of this Act.

(b) PROHIBITING CERTAIN EMPLOYER MAR-
KETING AcTIvITIEs,—

(1) IN GENERAL—Section 1862(b)(3 of such
Act (42 U.s.C. 1395y(b)(3)) Is amended by
adding at the end the following new sub-
paragraph:

'(C) PRoHIBITIOnt OF FINANCIAL INCENTIVEs
NOT TO ENROLL IN A GROUP HEALTE PLAN—It IS
unlawful for an employer or other entfty to
offer any financial or other incentive for an
individual not to enroll (or to terminate en-
rollment) under a group health plan which
would (in the case of such enrollment) be a
primary plan (as defined in paragraph
(2)(A)), unless such Incentive Is also offered
to all individuals who are eligible for cover-
age under the plan. Any entity that violates
the previous sentence Is subject to a civil
money penalty of not to exceed $5,000 for
each such violation. The provisions of sec-
tion 1128A (other than tbe first sentence of
subsection (a) and other than subsection
(b)) shall apply to a civil money penalty
under the previous sentence in the same
manner as such provisions apply to a penal-
ty or proceeding under section 1128A(a).".

(2) EEcTIv DATZ—The amendment
made by paragraph (1) shall apply to incen-
tives offered on or after the date of the en•
actment of this Act.

(c) PATIT'5 RIGHT TO PARTICIPATE IN AND
D11ECr HEALTH CARE DEcisioNs.—

(1) REQUIREMENT FOR ELIGIBLE ORGANZA-
TIONS.—Section 1876(c) of the Social Securi-
ty Act (42 U.S.C. 1395mm(c)) is amended—

(A) in subsection (c), by addrng at the end
the following new paragraph:

"(8) A contract under this section shall
provide that the eligible organization shall.
meet the requirement of subsection (k) (re-
lating to maintaining written policies and
procedures respecting advance directives:',
and

(B) by adding at the end the following
new subsection

"(kXl) For purposes of subsection (c)(8),
the requirement of this subsection is that
an eligible organization maintain written
policies and procedures with respect to all
adult individuals receiving medical care by
or through the organization—

(A) to provide written information to
each such individual concernirg—

i) an individuals rights under State la,w
(whether statutory or as recognized by the
courts of tile State) to make decisions con-
cerning such medical care, including the
right to accept or refuse medical or surgical
treatment and the right to formulate ad-
vance directives (as defined in paragraph
(3)), and.

(it) the written policies of the organiza-
ton respecting the implementation of such
rights;

(B) to dcunient tn the individual's medi-
cal record whether or not the individual has
executed an advance directive:

'(C) not to condition the provision of care
or othirwise discriminate against an individ-
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ual based on whether or not the Individual
has executed an aIvance directive;

'(D) to ensure compliance with require-
ments of State aw respecting advance diree
tives at facilities of the organlzAtion and

'(E) to provide (indivduaily or with
others) for education for staff and the com-
munity on isaues concerning advance d(rec-
tives.
Subparagraph (C) shall not be construed as
requiring the provision of care which con-
flActs with an advance directive.

"(2) The written information described In
paragraph (1)A) fthall be provided to an
adult individual at the time of enrollment of
the individual with the organization.

"(3) In this subsection, the term 'advance
directive' means a written instruction, such
as a Uving will or durable power of attorney
fc)r health care, recognized under State law
and relating to the provision of such care
when the individual is Incapacitated.".

(2) APPLICATION TO OTHER PP.EPAID ORGAJ4I-
ZATI0NS.—Section 1833 of such Act (42
U.S.C. 13951) ta amended by adding at the
end the following new subsection:

(r) The Secretary may not provide for
payment under subsection (a)(1)A) with re-
spect to an organization unless the organiza-
tion provides assurances satisfactory to the
Secretary that the organization meets the
requirement of section 1876(k) (relating to
maintaining written policies and procedures
respecting advance directives).".

(3) EFYECnVE DATE.—The amendments
made by this subsection shall apply to con-
tracts under section 1878 of the Social Secu-
rity Act and payments under section
1833(a)(1)(A) of such Act as of first day of
the first month beginnrng more than 1 year
after the dater of the enactment of this Aet.
SEC. 4123. DEMONSTRAT!ON PKOJEC'T FOR PROVED-

LNG STAFF ASSISTANTS TO HOME D-
ALYSIS PATIENTS.

(a) E5TABus r.—Not later than 6
months after the date of the enactment of
this Act, the Secretary of i4ealth and
Human Services shall establish and carry
Out a demonstration project to determine
whether the services of a home dialysis aide
providing medical assistance to a patient
during hemodialysis treatment at the pa-
tint's home may be covered under the med-
icare program in a cost-effective manner
that ensures patient safety.

(b) PAYMENTs TO PARTICIPATLNG PRovIDEtS
Nn FcuIEs.—

(1) SERvIcES PO1 WHICH PAYMENT MAY BE
?.LWE.—Under the demonstration project es-
tablished under subsection (a), the Secre-
tary shall make payments for 2 years under
title XVIII of the Social Security Act to a
provider of services (other than a skilled
nursing facility) or a renal dialysIs facility
located in an urban area and to a provider
of services (other than a skilled nursing fa-
cility) or a renal dialysis facility located in a
rural area for services of a qualified home
dia.lysis aide providin& medical assistance to
an iniiividual described In subsection, (c)
during hemodialysis treatment at the indi-
vidual's home In an amount determined
under paragraph (2).

(2) A&ouwr o PAYMENT.—A) Subject to
subparagraph (B). payment to a provider oi
services or renal dialysis facUity participat-
Ing in the demonstration project established
under subsection (a) for the services de-
scribed in paragraph (1) shall be equal to a
rate prospectively determined by the Secre-
tary and shall be made on a per treatment
basis.

(B) The per treatment amount of pay-
meit rrta.de under the demonstration project
for s&rvices provided to a patient may not
exceed the amount of payment that would
be made under title XVIII of the Social Se-
curity Act for ambulance service provided to
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the patient for transportation to and from
the provider of services or rena& dialysis fa-
cility.

(c) INDzvIDuLs ELIGIBLE. TO RECEIVE S*Rv
IcEs UNDER PRo.mc'r.—An individual may re-
ceive service& from & provider of services or
renal dialysis facUity participating Ia the
demonstration project if—

(1) the individual is an end stage renal dis-
ease patient entitled to benefits under title
XVIII of the Social Security Act;

(2) the Individual's attenthng physician
certifies that the individual suffers from a
permanent, serious medical condition (as
specified by the Secretary) that precludes
travel to and from s provider of services or
renal dialysis facility; and

(3) no family member or other individual
is a'aUable or able to provide such assist-
ance to the individual.

(d) QtALIFIcAn0N5 FOR HOME DIALYsIs
AIDE5.—For purposes of subsection (b), a
home dialysis aide Is qualified if the aide—

(1) meets requirements developed by the
Secretary for home dialysis aides providing
medical assistance during hemodialysis
treatment at an individual patients home;
or

(2) meets any applicable standards estab-
listed by the State in which the aide is pro-
viding such assistance.

(e) REPORT—Not later than 8 months
after the expiration of the demonstration
project established under subsection (a). the
Secretary shall submit to Congress a report
on the results of the project. and shall in-
dude In such report recommendations re-
ga.rdmg appropriate eligibility criteria and
cost-control mechanisms for medicare cover-
age of the services of a home dialysis aide
providing medical assistance to a patient
during hemodialysis treatment at the pa-
tient's home.

(f) AU'ZHORIZATION OF APPROPRIATIONS.—
Thei-e are authorized to be appropriated not
more than $2,000,000 to carry out the dem-
onstration project established under subsec-
tion (a.).
SEC. 4124. IXTENSIO. OF REPORTING DEtDL1E

FOR ALZMEIMEWS DISEASE DEMON-
STRATION PROJEcT.

Section 9342(d)(2) of the Omnibus Budget
Reconciliation Act of 1986 is amended by
striking 'upon completion' and rnserting
"not later than 1 year after completion".
SEC. 4125. MISCELL%MEOUS TECHNICAL CORHEC-

liONS.
Effective as if included in the enactment

of the Omnibus Budget Reconciliation Act
of 1987, section 1891(a)(3)(D)(iii) of the
Social Security Act (42 U.S.C.
1395bbb( a)( 3 )(D )( iii)) is amended—

(1) by inserting '. within the previous 2
years," alter "which has been determined":
and

(2) by striking "the requirements specified
in or pursuant to section 1861(o) or subsec-
tion (a) within the previous 2 years" and in-
serting "(I) subpa-agraph (A). (B), or (C). or
(LI) has been subject to an extended (or par-
tial extended) survey under subsection
(cX2)(DY.

PART 3—PROVISIONS RELATING To
BENEFICIARIES

SEC. 420L PART B PRE.MUM.
(a) $1 INcRsE IN PREMIUM FOR 199L—

Notwithstanding any other provision of law,
but subject to subsections (b) ard (f) of sec-
tion 1839 of the Social Security Act, the
amount oi the monthly premium under
such section. applicable for individuals en-
rolled under part B of title XVIII of such
title for 1991, shall be increased by $1 above
the amount of such premium otherwise e-
termmed under section 1839(a)(3) of such
Act.
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"(i) offer the certificateholder the conver- Association or the Secretary first adopts
sion opportunity described In subparagraph such standards, whichever Is earlier.
(B), or '(ii) In the case of a State which the Sec-

"Ui) at the option of the group policyhold- retary identifies, In consultation with the
er, offer the certificateholder continuation Association, as—
of coverage under the group policy. "(I) requiring State legislation (other than

"(D) If a group medicare supplemental legislation appropriating funds) in order for
policy Is replaced by another group medi- medicare supplemental policies to meet the
care supplemental policy purchased by the NAIC or Federal simplification standards.
same po'icyholder, the succeeding Issuer butshall offer coverage to all persons covered "(II) having a legislature which Is notunder the old group policy on its date of ter- scheduled to meet n 1992 in a legislativemination. Coverage under the new group session in which such legislation may bepolicy shall not result in any exclusion for considered,preexisting conditions that would have been
covered under the group policy being £ the date specified in this subparagraph Is
placed. the first day of the first calendar quarter

"(3)(A) Each medicare supplemental beginning after the close of the first legisla-
policy shall provide that benefits and premi- tive session of the State legislature that
urns under the policy shall be suspended for begins on or after January 1, 1992. For pur-
any period in which the policyholder h poses of the previous sentence, in the case
applied for and is determined to be entitled of a State that has a 2-year legislative ses-
to medical assistance under title XIX of the sion, each year of such 8ession shall be
Social Security Act, but only if the policy- deemed to be a 8eparate regular session of
holder notifies the issuer of such policy the State legislature.
wIthin 90 days after the date the individual "U)) Notwithstanding any other provision
becomes entitled to such assistance. If such of this section, no medicare supplemental
suspension occurs and if the policyholder policy may be sold, Issued, or renewed in a
loses entitlement to such medical assistance, State unless—
such policy shall be autonaticafly relnstat- "U) the State's regulatory program under
ed as of the termination of such entitlement subsection (b)( 1) provides for the applica-
if the policyholder provides notice of loss of tion and enforcement of the standards and
such entitlement withIn 90 days after the requirements cet forth in such subsection
date of such loss. (including the NAIC simplification stand-

"(B) Nothing in this section shall be con- ards or the Federal simplification standards
strued s affecting the authority of a State, (as the case may be)) by the date specified
under title XIX of the Social Security Act, in subparagraph (C); or
to purchase a medicare supplemental policy "(ii) If the State's program does not pro-
for an individual otherwise entitled to as- vide for the application and enforcement of
sistance under such title. such standards and requirements, the Secre-

"(p)(1XA) If, withIn 9 months after the tary ha.s determined that the policy meets
date of the enactment of this iibsection, the standards and requirements aet forth in
the National Association of Insurance Corn- subsection (c) (including such applicable
missioners (in this subsection referred tO lmpllfication standards) by such date.
the 'Association') promulgates— Any person who issues or sells a medicare

"(i) limitations on the groups or P.CkMS supplemental policy, after the effective date
of benefits that may be offered under a of the NAIC or Federal simplification stand-
medicare supplemental policy consistent rds with respect to the policy, in violation
with paragraphs (2) and (3) of this subsec- of this subparagraph t subject to a civil
tion money penalty of not to exceed $25,000 for"(ii) uniform language and definitions ° each such violation. The provisions of sec-be used with respect to such benefits, tion 1128A (other than the first sentence of"(ill) uniform format to be used hi the
policy with respect to such beneflt, and subsection (a) and other than subsection

'(iv) transitional requirements consistent (b)) shall apply to a civil money penalty
with paragraph (4) under the previous sentence In the same
(such limitations, language, definitions, manner a such provisions apply to a penal-
format, and requirements referred to collec- ty or proceeding under 8ection 1128A(a).
tively in this subsection a 'NAIC slmpllhica- "(E) In promulgating simplification stand-
tion standards'), subsection (g)(2XA) shall ards under this paragraph, the Association
be applied in each State, effective for poll- or Secretary ha1l consult with a working
cies Issued to policyholdeirs on d after the group composed of representatives of Issu-
date specified in subparagraph (C). as if the ei of medicare supplemental policies, con-
reference to the Model Regulet1ont adopted ume1' groups. medicare beneficiaries, and
on June 6, 1979, included reference to the other quflfied Individuals. Such representa-
NAIC simpUncation stancards. tlve shall be oelected in a manner so &s to

"(B) If the Association does not promul- USU1 bajanced Fepresentation among the
gate NAIC simplification 8tandrds within
the 9-month period specified n ubpara- "(F) f benefits (inc]uding deductibles nd
graph (A), the Secretary iall promulgate, coinsurance) under this title are changed
not later than montha after the nd of and the Secretary determ1ne, In consulta-
such period. limitations. language, defini- tion with the Association, that changes th
tions, format, and requlrementh decrtbed in the NAIC or Federa' lmpllfication stand-
clauses (i) through (iv) of such subpara- aids ae needed to reflect such chxiges. the
graph (in this subsection efened to preceding provisions of this paragraph shall
Uvely as Tederal mpUfiction standards') apply to the modification of simplification
and 8ubection (gX2XA) shall be applied in atcndrds previously established in the
each State, effective for policies issued to same manner a they applied to the original
policyholders on and after the date sped- establishment of such standard.
fled In subparagraph (C), u if the aference "(2) The benefits under the NAIC or Fed-
to the Model Regulation adopted on June , eras simplification standarth hll provide—
1979, included a reference to the Federal "(A) for such groups o packages of bene-
simplification standards. fit. as may be approprthte taking into c-

"(CXi) Subject to clause (H), the date count the consIderations specifIed in para-
specified th this subparagraph for a State L graph (4) and the requirements of the suc-
the date the State adopts the NAIC simpufi- ceedlng subparagraphs:
cation atandards or the Federal slinpliuica- "(B)(i) for identification of a core group of
tion standards or 1 year after the date the basic benefits (not including payment of

1110158
(b) PRcIuM FOR Ys 1992 THROUGH

1995.—8ection 1839(e) of the Social Security
Act (42 U.S.C. 1395r(e)) is amended—..

(1) in paragraph (1), by inserting "and or
each month sfter December 1991 and prior
to January 1996" after "January 1991", and

(2) In paagrsph (2), by strikIng "1991"
and Inserting "1996".
SEC 4202. PART B DEDUCTIBLE.

Effective beginning with 1991, section
1833(b) of the Social Security Act (42 U.S.C.
13951) Is amended by striking '$75" and in-
serting "$100".

PART 4—STA]DARDS FOR MEDICARE
SUPPLEMENTAL INSURANCE POLICIES

SEC. 4301. SIMPLIFICATION OF MEDICARE SUPPLE-
MENTAL POLICIES.

(a) IN GniyRAl..—Section 1882 of the
Social Security Act (42 US.C. 1395ss) is
amended—

(1) In subsection (bX1XB), by striking
"through (4)" and Inserting "through (5)";

(2) in subsection (c)—
(A) by striking "and" at the end of para-

graph (3),
(B) by striking the period at the end of

paragraph (4) and Inserting "; and", and
(C) by inserting after paragraph (4) the

following new paragraph:
"(5) meets the requirements of subsection

(0)."; and
(3) by adding at the end the following new

subsections:
"(0) The requirements of this subsection

are 98 follows:
'(1XA) Each medicare supplemental

policy shall provide for coverage of a group
of benefits consistent with suboection (pXl).

"(B) If the medicare supplemental policy
provides for coverage of a group of benefits
other than the core group of basic benefits
described in subsection (p)(2XB), the issuer
of the policy must make available to the in-
dividual a medicare supplemental policy
with only such core group of basic benefits.

"(C) The Issuer of the policy ha provided,
before the sale of the policy, a summary in-
formation sheet which deacrtbes—

"(i) the benefits and premium under the
policy, and

"(Li) the average ratio of benefits provided
to premiums collected for the most recent 3-
year period in which the policy Is in effect
(or, for a policy that has not been in effect
for 3 years, the average ratio of benefits
provided to premiums collected that is ex-
pected during the 3rd year of the policy).
Such sImmAry information shall be on a
standard form approved by the State (In
conaultation with the 8eeretary) consistent
with the subsection (d)(3xD).

"(2XA) Each medicare supplemental
policy shall be guaranteed renewable and—

'(i) the issuer may not cancel or nonrenew
the policy solely on the ground of health
statua of the Individual; and

"UI) the Issuer ahafl not cancel or non-
renew the policy for any reason other than
nonpayment of premium or material mis-
representation.

"(B) If the medicare upp1emental policy
Is terminated by the group policyholder and
Is not rep1aed provided under gubpara-
graph (D), the Issuer shall offer certificate-
holders an individual medicare supplemen-
tal policy which (at the option of the certif i-
cateholder)—

"U) provides for continuation of the bene-
fito contained in the group policy, or

'Ul) provides for such benefith as other-
wtse meets the requirementh of this section.

'(C) If an Individual a a certificateholder
In a group medicare supp]emental policy
and the individual terminates membership
in the group, the Issuer Bhall—
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any deductibles), common to nil policies,
and

"(11) for Identification of a group of hens-
fits Including the core group of basic bene-
fits and common oddltionl benefits; and

"CC) that, subject to paragraph (s), the
total number of different benefit pa&ages
(counting the core group of basic benefits
described in subparagraph (B)U), the group
of benefits Identified In subparagraph
(SXII), and each other combination of hens-
ffits that may be offered as a separate hens-
fIt package) that may be established In oil
• the States and by nil Issuers shall not
eiceed 10.

"(3) The benefits. under graph (2)
shall, to the extent possible—

"C) provide for benefits that offer eon-
eussers the ability to purchase the benefits
that are available In the market as of the
date of the enactment of this subsection
and

"(B) balance the objectives of (i) simplify-
ing the market to facilitate comparisons
among policies, (II) avoiding adverse selec-
tion. (iii) providing consumer choice, (iv)
providing market stability, and Cv) promot-
ing competition.

"(4) For purposes of paragraph (l)(A)(iv),
the transitional requirements of this para-
graph are that, in the case of a medicare
supplemental policy which was issued to a
policyholder before the effective date of the
NAIC or Federal simplification standards
and which do not meet such standards, say
renewal of such policy shall be deemed to be
the Issuance of a policy In violation of this
subsection unless the issuer offers to the
policyholder, not later than 0 days before
the effective date of the renewal. 2 medIcare
supplemental policies each of which—

"(A) compiles with such standards,
"(B) waives any time periods applicable to

preexisting conditions, waiting period, elimi-
nation periods and probationary periods In
the policy for similar benefits to the extent
such time was spent under the policy being
replaced, and

"(C) provides for classification of premi-
ums on terms that are at least as favorable
to the policyholder as the premium classifi-
cation terms that applied to the policyhold-
er as of such effective date,
and one of which provides for the core
group of basic benefits described in para-
graph (2XE)(i) and the other of which pro-
vides benefits described in paragraph
(2XBXiI).

"()(A) The Secretary may, upon applica-
tion by. a State, waive the requirements of
this subsection to permit the issuance and
sale of a medicare supplemental policy
which does not comply with the respective
NAIC or Federal simplification standards
for a period of up to 3 years in order to dem-
onstrate the offering of new or inrovatIve
benefits as part of the policy. Such new or
Innovative benefits may include managed
ears features.

"(B) La the case o any such waiver, the
Secretary ahaU evaluate the appropriate-
ness of the new or Innovative benefits of-
fered and determine If the addition of o. new
gusup of such benefits to the NAIC or Fed-
eral simplification standards previously es-
tablished would further the purposes of this
subsection. If such determlntlon Is made,
subject to subparagraph (C), the Secretary
ahall request the Association to modify the
NAIC simplification standards or to rosom-
mend modification of the Federal simplifi-
cation standards to Include such an addi-
tional group of benefits (and accompanying
language, definitions, and format with re-
apect to such benefits) as may be appropri-
ate. If the AssocIation fails to make such a
modification in a timely manner, the Secre-
tary may make such a modification.
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"(C) Not more than 3 addItional groups of

benefits may be added under subparagraph
(B). -

"(8)(A) xcept as provided in subpara-
graph (18), thIs subsection shall not be con-
atned as preventing a State from restrict-
ing the groups ow packages of benefits (of
those meeting the standards) that may be
offered in medicare supplemental policies In
the State.

"(B) A Stats may not restrict under sub-
paragraph %) the offering of a medicare
supplemental policy in which tine benefits
consist only of the core group of basic bene-
fits described In paragraph (2XBRi) or the
group of benefits described in paragraph
(21(18)111).

"(C) This subsection shall not he con-
• atreed as preventing an issuer of a medicare
supplemental policy from providing,
through an arrangement with a vendor, for
discounts from that vendor to policyhblder
or certificateholdera for the purchase of
items or services not covered under its med.!-
care supplemental policies.

"(8) The Secretary shall request the Asso-
elation to establish an educational program
in Order to educate consumers on the simpli-
fication standards developed and applied
under this subsection.

"(9) The Comptroller General shall exam-
ine the effectiveness of the medicare supple-
mental policy simplification program estab-
lished under this subsection and the Impact
of the program on consumer protection,
health benefit innovation. consumer choice,
and health care costs. By not later than 4
years after the date of the enactment of

• this subsection. the Comptroller General
shall submit to Congress a report on such
examination and shall include in the report
such recommendations on the appropriate
roles 0f the National Association of Insur-
anne Commissioners, States, and the Secre-
tory In carrying out such a program as he
deems appropriate.".

(b) lPxa.ioagc Revxxw or STATE REGULATORY
PaOsaarss.—decion 1882(b) of such Act is
amended—

U) In paragraph (1), by striking "Supple-
mental Health Insurance Panel (established
under Paragraph (2))" and inserting "the
Secretary",

(2) in paragraph (1), by striking "the
Panel" and inserting "the Secretary",

(3) In subparagraphs (A) and (D) of para-
graph (1), by inserting "and enforcement"
after "application", and

(4) by amending paragraph (2) to read as
follows:

"(2) The Secretary periodically shall
review State regulatory programs to deter-
mine if they continue to meet the standards
and requirements specified in paragraph (1).
If the Secretary finds that a State regula-
tory program no longer meets the standards
and requirements, before making a final de-
t4wmlnntion, the Secretary shall provide the
State an opportunity to adopt such a plan
of correction as wOuld permit the State reg-
ulatory program to continue to meet such
standards and requirements. If the Secre-
tory makes a fInal determination that tine
State regulatory program, after such an op-
portunity, falls to meet such standards and
rtequlrsssents, the program shall no longer
ha considered to have In operation a pro-
gram meetIng such standards and require-
ments?',
usc. oa. a uiauso l?O0VAL o emus yon

5LO a 51555 55ATE.
Ca) La Gsum—Sect!on 1882(dX4)(18) of

the llcciol Security Act (42 U.S.C.
is amended—

(1) In the first sentence, by inserting
before the period at the end the followlng
"Un the case off a State with an approved.
regulatory program) or (in the case of a
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State without such aprogram) has not been
approved by the Secretary", and

(2) by amending the second sentence to
rend es follows: "Nothing In this section
shall be construed as to affect the right of
any State to regulate medicare supplemen-
tal policies which, under the provisions of
this section. are considered to be issued in
another State.". -•

(b) Evac'rsvE DATL—The amendment
made by subsection (a) shall apply to poli-
cies mailed, or caused to be mailed, on and
after July 1, 1991.
mc. ssss. 1'SEVRNTING 55JPUCASr5515.

(a) b Omxaai..—Subsection (d)(3) of sec-
tion 11382 of the Social Security Act (42
U.S.C. t35ss) is amended—

U) In subparagraph (A)—
(A) by striking "Whoever knowingly sells"

and inserting "It is unlawful for a person to
sell or issue",

(B) by striking "substantially",
(C) by striking ", shall be fined" and In-

serting ", Whoever violates the previous
sentence shall be fined",

(D) In subparagraph (A), by Inserting "or
title XIX" after "other than this title",

CE) In subparagraph (A), by striking
'14,000" and Inserting "$25,000", and

(F) In subparagraph (A), by adding at the
end the following: "Any person aggrieved by
a violation of this subsection may in a civil
action recover threefold the damages such
person sustained as a result of such viola-.
tion, any other appropriate relief (including
punitive damages), and the costs of the suit

• (including reasonable attorney's fees).";
(2) by amending subparagraph (B) to read

as follows:
"(B)(i) It is unlawful for a person to issue

or sell a medicare supplemental policy to an
Individual entitled to benefits under part A
or enrolled under part 18, whether directly,
through the mall, or otherwise, unless—

"U) the person obtains from the individ-
ual, as part of the application for theissu-
ance or purchase and on a form described In
subciause (II), a written statement signed by
the individual stating, to the best of the in-
dividual's knowledge, what health insurance
policIes the individual has, from what
source, and whether the individual Is enti-
tled to any medical assistance under title
XIX, whether as a qualified medicare bene-
ficiary or otherwise, and

"(II) the written statement is accompa-
nied by a written acknowledgment, signed
by the seller of the policy, of the request for
and receipt of such statement.

"(ii) The statement required by clause (I)
shall be made on a form that—

"(I) states (in a prominent manner de-
scribed by the Secretary) the following 'A
medicare beneficiary does not need more
than one medicare supplemental policy. If
you are 45 years of age or older, you may be
eligIble for benefits under your State medic-
aid program, If you are eligible for medicaid
benefits, you do not need a medicare supple-
mental policy. If you are enrolled with tins
medicaid proam land have a medicare sup-
plemental policy, you can suspend your
medicare supplemental policy (Including
premium payments) while reosiving medic-
aid benéf Its If you provide notIce to the in-
surer withIn 30 days of becoming eligible for
medicaId. ILl? you loss medicaid benefits, you
may resume coverage under your medicare
supplemental policy by providing notice to
the Insurer within 30 days of the date you
lost medicaid benefIts.'; and

"Ut) states that counseling services may
be available In the State to provide advice
concerning the purchase of medicare sup-
plemental policies and enrollment under the
medicaid program, and may provide the
telephone number for such services.
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"((UXI) Except as provided in aubclauae

(II). if the statement required by clause (I)
Is not obtained or indicates that the individ-
usi has another medicare supplemental
policy or indicates that the Individual is en-
titled to any medical asslstanoe under title
XIX. it M unlawful to sell or Issue such a
policy.

'(II) Subclause (I) shall not apply In the
case of an individual who has another medi-
care supplemental policy and who is not en-
titled to medicaid benefits, If the individual
indicates in writing, as part of the appilca-
tion for purchase, that the policy being pur-
chased replaces such other policy and indi-
cates an intent to terminate the policy being
replaced when the new policy becomes ef-
fective.

"(lv) Whoever issues or sells a medicare
supplemental policy in violation of this sub-
paragraph shall be fined under title 18,
United States Code, or imprisoned not more
than 5 years. or both. and, in addition to or
In lieu of such a criminal penalty, Is subject
to a civil money penalty of not to exceed
$25,000 for each such failure."; and

(3) by adding at the end the following:
"(DXi) Anyone who sells a medicare sup-

plemental policy to an individual shall make
available for sale to the individual both a
medicare supplemental policy with onlythe
core group of basic benefits (described in
subsection (pX2XB)(i)) and a medicare sup-
plemental policy with the benefits described
in subsection (pX2XBXII).

"(11) Anyone who sells a medicare supple-
mental policy to an individual shall provide
the Individual, before the sale of the policy.
a summary information sheet which de-
scribes the benefits under the policy. Such
siisnn..ry information shall be on a standard
form approved by the State regulatory pro-
gram or theSecretary (as the case may be)
consistent with the NAIC or Federal simpli-
fication standards under subsection (pXl).

"till Whoever sells a medicare supplemen-
tal policy in violation of this subparagraph
is subject to a civil money penalty of not to
exceed $25,000 for each such violation.".

(b) CoIcFoRstnw AxKlreMxirr.—Section
1882d)(5 of such Act is amended by insert-
ing "(31(B), (31(D)," after "(3)(A),".

(c) lacazAss n Ovum Civsi. Mowx-r Pn-
aivtm.—Parwaphs (1) and (41(A) of sec-
tion 1882(d) of such Act are amended by
striking "$5,000" and Inserting "$25,000".

(d) Emcvivs DATx.—The amendments
made by this section shall apply to policies
Issued or sold more than 1 year alter the
date of the enactment of this Act.
SEC. 43*4. LOSS RATIO&

(a) 13 (IZNLRAL.—Section 1882 of the
Social Security Act (42 U.SC. 1395ss) is
amended-

(1) in subsection (c). by amending para-
graph (2) to read as follows:

"(2) meets the requirements of subsection

(2) by striking the last sentence of subscc-
Uon (c) and

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

"(qXl) A medicare supplemental policy or
health insurance policy that is an Indemnity
policy or a dread disease policy (as defined
by the Secretary in consultation with the
National Association of Insurance Commis-
sioners) may not be Issued or sold in any
State unless—

"(A) the policy has returned (as deter-
mined for the most recent 3-year period
ending with the year In which the policy is
Issued or renewed, on the basis of incurred
claims experience and earned premiums for
such periods and in accordance with accept-
ed actuarial principles and practices and
standards developed by the National Asso-
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elation of Insurance CommissIoners) to pol-
icyholders in the form of aggregate benefits
provided under the policy, at least 75 per-
cent of the aggregate amount of premiums
collected in the case of group medicare sup-
plemental policies, at least 70 percent In the
case of Individual medicare supplemental
policies, and GO percent In the case of group
and Individual health Insurance policies
that are indemnity policies or dread disease
policies;

"(B) any premium increase (or the initial
establishment of the premium) Is made in a
manner consistent with paragraph (2); and

"(C) the issuer of the policy (i) annually
submits to the State Information with re-
spect to the actual ratio of aggregate bene-
fits provided to aggregate premiums on
forms conforming to those developed by the
National Association of Insurance Commis-
sioners for such purpose, and (ii) annually
provides a proportional credit, based on the
premium paid and in accordance with para-
graph (3), of the amount of premiums re-
ceived necessary to assure that the ratio of
aggregate benefits to the aggregate preml-
urns collected (net of such credits) complies
with the requirement of subparagraph (A).

"(21(A) It is unlawful for an insurer to In-
crease the premiums charged for a medicare
supplemental policy (or to issue a policy and
charge premiums) unless—

"(B) the issuer has submitted to the State
(at such time as the State may specify, but
not earlier than 90 days in advance of such
proposed effective date) the proposed pre-
mium amounts in advance of the proposed
effective date of the premluins and

"(C) the Issuer has included, as part of the
submission under subparagraph (B), Infor-
mation, certified as accurate by an actuary,
that establishes that the premium amounts
are reasonable in relation to the benefits
and that the resulting ratio of benefits to
premiums will meet the requirement speci-
fied in paragraph (l)(A).

"(3)(A) Paragraph (11(C) shall be applied
with respect to each type of policy by policy
number. Paragraph (1)(C) shall not apply to
a policy with respect to the first 2 years in
which it is in effect. The National Associa-
tion of Insurance Commissioners Is request-
ed to submit to Congress a report containing
recommendatIons on adjustments In the
percentages under paragraph (11(A) that
may be appropriate in order to apply para-
graph (11(C) to the fIrst 2 years in which
policies are effective.

"(B) A credit required under paragraph
(l)(C) shall be made to each individual who
continues to be a policyholder or certificate-
holder not later than the first premium
charged more than 8 months alter the close
of the year Involved. The total amount of
such credits shall be sufficient to meet the
requirement of paragraph (1)IA).

"(C) Such a credit shall Include interest
from the end of the policy year involved
untIl the date of the credit at a rate, speci-
fied by the Secretary for this purpose from
time to time, that is not less than the aver-
age rate of interest for 13-week Treasury
notes.

"(4) The provlslons of this subsection do
not preempt a State from—

"(A) requiring a higher percentage than
that specified in paragraph (11(A), or

"(B) requiring the review or approval of
premiums not otherwise required to be re-
viewed or approved under paragraph (2) or
providing additional requirements for the
approval of premiums.

"(51(A) The Comptroller General shall pe-
rlodlcally, not less often than once every 3

years, perform audits with respect to the
compliance of medicare supplemental poli-
cies with the requirements of paragraph (1)
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and shall report the results of áuch audits
to the State involved and to the Secretary.

"(B) The Secretary may independently
perform such compliance audits.

"(6)(A) A person who Issues or sells a
policy in violation of paragraph 1) is sub-
ject to a civil money penalty of not to
exceed $25,000 for each such violation. The
provisions of section 1128A (other than the
first sentence of subsection (a) and other
than subsection (b)) shall apply to a civil
money penalty under the previous sentence
In the same manner as such provisions
apply to a penalty or proceeding under sec-
tion 1128A(a).

"(B) Each issuer of a policy subject to the
requirements of paragraph (11(C) shall be
liable to policyholders for credits required
under such paragraph.",

(b) AssuiuwG Accrss TO LOSS RATIO laros-
MATI0N.—Section 1882(b)(11(C) of such Act
(42 U.S.C. 1395ss(b)(l)(C)) is amended by
striking the semicolon at the end and insert-
ing a comma and the following:
'and that a copy of each such policy, the
most recent premium for each such policy,
and a listing of the ratio of benefits provid-
ed to premiums collected for the most
recent 3-year period for each such policy
Issued or sold in the State Is maintained and
made available to interested persons:".

(c) EFFECTIVZ DAm.—The amendments
made by this section shall apply to policies
sold or issued more than 1 year alter the
date of the enactment of this Act.

SEC. 4*46. LIMITATIONS ON CEWI'AIN SALKS COM-
MISSIONS.

(a) Is GENxaAI...—Section 1882(d) of the
Social Security Act is amended—

(1) in paragraph (5)—
(A) by striking and (4 1(A)" and inserting

"(4 1(A), and (51(A)", and
(B) by redesignating such paragraph as

paragraph (6); and
(2) by Inserting after paragraph (4) the

following new paragraph:
'(5)(A) It is unlawful for a person who

provides for a commission or other compen-
sation to an agent or other representative
with respect to the sale of a medicate sup-
plemental policy (or certificate)—

'(i) to provide for a first year commission
or other fIrst year compensation that ex-
ceeds 200 percent of the commission or
other compensation for the selling or servic-
ing of the policy or certificate in a second or
subsequent year, or

"(ii) to provide for compensation with re-
spect to replacement of such a policy or cer-
tificate that is greater than the compensa-
tion that would apply to the renewal of the
policy or certificate.
Whoever violates the previous sentence
shall be fined undcr title 18, United States
Code, or Imprisoned not more than 5 years,
or both, and, in addition to or in lieu of such
a criminal penalty, is subject to a civil
money penalty of not to exceed $25,000 for
each such prohibited act.

"(B) In this paragraph the term 'compen-
sation' includes pecuniary and nonpecun-
lary compensation of any kind relating to
the sale or renewal of a policy or certificate
and specifically Includes bonuses, gifts,
prizes, awards, and finders' fees.".

(b) Ep'pwcvrvs DArs.—The amendments
made by subsection (a) shall apply to com-
pensation provided on or alter 1 year after
the date of the enactment of this Act.
SEC 43*4 CLARI1'ICATION 01' TREATMENT OF

PLANS OFFERED BY HEALTH MP.JNTE-
NANCE ORGANIZATiONS.

(a) b4 GInzRA.1——The first sentence of sec-
tion 1882g)(l) of the Social Security Act is
amended by Inserting before the period at
the end the following: "and does not include
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a policy or plan of a health maintenance or-
ganization or other direct service organiza-
tion which offers benefits under this title,
Including such services under a contract
under section 1833 or 1876".

(b) EFFECTIVE DATL—The amendment
made by subsection (a) shall take effect on
the date of the enactment of this Act.
SEC. 4307. PROHIBITION OF CERTAIN DISCRIMINA.

TORY PRACFJCES.

(a) IN Ogwzit.—Section 1882(o) of the
Social Security Act, as added by section
4111(a)(2) of this Act, is amended by Lnsert-
ng after paragraph (4) the following new
paragraph:

"(5XA) Except as provided in this para-
graph, an entity that issues medicare sup-
plemental policies in a State shall offer any
individual who is 65 years of age or older
and who resides In the State, upon request
of the individual made during the 6-month
period beginning with the first month in
which the individual has attained such age
and is enrolled under part B, the opportuni-
ty of enrolling in a medicare supplemental
policy which provides for a core group of
basic benefits (described in subsection
(pX2)(B)(i)) and a medicare supplemental
policy which offers the group of benefits de-
scribed in subsection (pX2)(B)(ii), without
conditioning the Issuance or effectiveness of
such a policy on, and without discriminating
in the price of such a policy based on, the
medical or health status or the receipt of
health care by the individual.

"(B)(i) Subject to clause (ii), paragraph
(1) shall not be construed as preventing the
exclusion of benefits under a policy, during
its first 6 months, based on a pre-existing
condition for which the policyholder re-
ceived treatment or was otherwise diag-
nosed during the 6 months before it became
effective.

"(ii) If a medicare supplemental policy or
certificate replaces another such policy or
certificate which has been in effect for 6
months or longer, the replacing policy may
not provide any time period applicable to
pre-existing conditions, waiting periods,
elimination periods, and probationary peri-
ods in the new policy or certificate for simi-
lar benefits.".

(b) ErncrxvE DAm—The amendment
made by subsection (a) shall take effect 1
year after the date of the enactment of this
Act.
SEC. 4308. HEALTH INSURANCE ADVISORY SERVICE

FOR MEDICARE BENEFICIARIES.
(a) INGpiL.—The Secretary of Health

and Human Services shall establish a health
insurance advisory service program (in this
section referred to as the 'beneficiary as-
sistance program") to assist medicare-eligi-
ble individuals with the receipt of services
under the medicare and medicaid programs
and other health Lnsurance programs.

(b) OumLacH Ei wrs.—The beneficiary
assistance program shall provide assist-
ance—

(1) through operation using loca' Federal
off ices that provide Information on the
medicare program,

(2) using community outreach programs,
and

(3) using a toll-free telephone Information
service.

(c) Assisrpjc PRovID.—The beneficiary
assistance program shall provide for Infor-
mation, counseling, and assistance for medi-
care-eligible individuals with respect to at
least the following

(1) With respect to the medicare pro-
gram-

(A) eligibility,
(B) benefits (both covered and not cov•

ered),
(C) the process of payment for services,
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(D) rights and process for appeals of de-

terminations,
(E other medicare-related entities (such

as peer review organz&tions, fiscal interme-
diaries, and carriers), and

(F) recent legislative and administrative
changes In the medicare program.

(2) With respect to the medicaid pro-
gram-

(A) eligibility, benefits, and the applica
tion process,

(B) linkages between the medicaid and
medicare programs, and

(C) referral to appropriate State and local
agencies involved in the medicaid program.

(3) With respect to medicare supplemental
policies—

(A) the program under section 1882 of the
Social Security Act and standards required
under such program,

(B) how to make informed decisions on
whether to purchase such policies and on
what criteria to use in evaluating different
policies,

(C) appropriate Federal, State, and pri-
vate agencies that provide Information and
assistance in obtaining benefits under such
policies, and

(D) other Issues deemed appropriate by
the Secretary.
The beneficiary assistance program also
shall provide such other services as the Sec-
retary deems appropriate to incre.se benefi-
ciary understanding of, and confidence in,
the medicare program and to improve the
relationship between beneficiaries and the
program.

(d) EDUcATIONAL MAmukI..—The Secre-
tary, through the Administrator of the
Health Care Financing Administration,
shall develop appropriate educational mate-
rials and other appropriate techniques to
assist employees in carrying out this section.

(e) NoTIc To Bg1zricIA1uEs.—The Secre-
tary shall take such steps as are necessary
to assure that medicare-eligible benefici-
aries and the general public are made aware
of the beneficiary assistance program.

(f) REPORT—The Secretary shall include,
in an annual report transmitted to the Con-
gress, a report on the beneficiary assistance
program and on other health Lnsurance in-
formatlonal and counseling services made
available to medicare-eligible individuals.
The Secretary shall include in the report
recommendations for such changes as may
be desirable to improve the relationship be-
tween the medicare program and medicare.
eligible individuals.
SEC. 4309. ADDm0NAL ENFORCEMENT THROUGH

- PUBLIC HEALTH SERVICE A(1.
(a) IN Owz4ii.— The Publlc Health

Service Act (42 U.S.C. 201 et seq.) is amend-
ed—

(1) by redesignating title XXVII as title
XXVIII;

(2) by redesignating sections 2701 through
2714 as sections 2801 through 2814, respec-
tively; and

(3) by Lnserting after title XXV the fol-
lowing new title:
'TITLE XXVII—ENFORCEMENT OF

CERTAIN HEALTH INSURANCE
STANDARDS

8E( 210). ENFORCEMENT OF CERTAIN HF.ALTH IN.
StTRANCE STANDARDS.

"(a) ENFoncncKwr or UNDnWRITTNG.—A
person that falls to meet the requirements
of section 1882(o)(5) of the Social Security
Act (relating to discriminatory practices) is
subject to a civil money penalty of not to
exceed $25,000 for each such violation. The
provisions of 8ection 1128A of the Social Se-
curity Act (other than the first sentence of
subsection (a) and other than subsection
(b)) shall apply to a civil money penalty
under the previous sentence in the same
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manner as such provisions apply to a penal-
ty or proceeding under section 1128A(a) of
Such Act.

'(b) ENPORCMENT oF Loss-RATIo REQUIRE-
&iirs.—A person who Issues or sells a medi-
care supplemental policy or a health insur-
ance policy that is an indemnity or dread
disease policy (as defined by the Secretary
of Health and Human Services under sec-
tion 1882(qRl) of the Social Security Act) in
violation of such section is subject to ft civil
money penalty of not to exceed $25,000 for
each such violation. The provisions of sec-
tion 1128A of the Social Security Act (other
than the first sentence of subsection (a) and
other than subsection (b)) shall apply to a
civil money penalty under the previous sen-
tence in the same manner as such provisions
apply to a penalty or proceeding under sec-
tion 1128A(a) of such Act.

"(c) ENPORCEMENT oF LIMITATIONs ON
SAI.ZS CoIssIoNs.—Whoever violates sec-
tion 1882(o)(5XA) of the Social Security Act
(relating to sales commissions) shall be
fined under title 18, UnIted States Code, or
imprisoned not more than 5 years, or both,
and, in addition to or in lieu of such a crimi.
nal penalty, is subject to a civil money pen.
alty of not to exceed $25000 for each proS
hibited act under such section.".

(b) TEcmIcAi. *iw CoNFoiu&nG AMEND-
iis.—The Public Health Service Act (42
U.S.C. 201 et seq.) is further amended—

(1) in section 406(a)(2), by striking "2101"
and inserting '2801";

(2) In sectIon 465(f), by striking "2701'
and InsertIng 2801";

(3) in section 480(aX2), by striking "2701"
and inserting '2801";

(4) in section 485(a)(2), by strikIng "2701"
and InsertIng '2801";

(5) in section 497, by striking '2701" and
Lnserting" 2801";

(6) In section 505(a)(2), by striking "2701"
arid inserting '2801"; and

(7) in section 926(b), by striking "2711"
each place such term appears and inserting
"2811'.

Subtitle B—Medicaid Program

PART 1—REDUCTIONS IN SPENDING
SEC 4401. REIMBURSEMENT FOR PRSCRIBEL)

DRUGS.

(a) IN GniR.—
(1) DrsIAL or FEDERAL FINAIqcIAL PARTIcIPA-

TION UNLESS REBATE AGRZMS AND DRUG
vsz REVIEW IN zyyrcr.—Section 1903(i) of
the Social Security Act (42 U.S.C. 1396b(i))
is amended—

(A) by striking the period at the end of
paragraph (9) and Inserting "; or", and

(B) by Inserting after paragraph (9) the
following new paragraph:

"(10) with respect to covered outpatient
drugs of a manufacturer dispensed in any ol
the 50 States or the District of Columbia
unless, except as provided in section
1927(a)(3), the manufacturer complies in all
such States and District with the rebate re
quirements of section 1927(a) wIth respect
to the drugs so dispensed.".

(2) STATE PLAN DRUG ACCES5 LIMFrATI0N5
FOR DRUGS COVERZD UNDER A REBATE AGR1E
Mmrr.—Eection 1902(a) of such Act (4
U.S.C. 1396a(a)) is amended—

(A) by striking "and" at the end of para
graph (52),

(B) by striking the period at the end oi
paragraph (53) and Inserting"; and", and

(C) by Inserting after paragraph (53) th
following new paragraph:

"(54)(A) provide that, in the case of i
manufacturer which has entered into an
complies with an agreement under sectior
1927(a), the plan shall permit the coverag
of covered outpatient drugs of the manufac
turer which are prescribed (On or after Apri
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1. 1091) for a medically aeepted Indication
(as defined In section 1927(fX)).

"(B) comply with the reporting require-
ments of section 1927(bX2XA) and the re-
quirementa of section 1927(d), and

(C) effective January 1,1993. provIde for
drug use rãlew In ac ordanoc with section
1.927(d).".

(3) Rrx ANTS VI ©OVSC OTPk-
IT OlUas. DKUG USE ND
ooa.—Thle XIX of the Social ilecurl-
ty Act is emended by redesignattog section
1927 as section 1928 and by inserting after
section 1928 the following new sectlon

"p*asesT 101 V1ORI5S
'sc. 1927. (a) RsqUIIT von RtTS

I L-$n order for payment to
he available under section 1003(a) for coy-
eyed outpatient drugs of * manufacturer.
the nufacturer must have entered Into
and have In effect a rebate agreement de-
sitbed In subsection (b) with the Secretary.
on behalf of all the States. If a nianufactur-

has not entered into such an agreement
before February 1. 1991. such an agreement,
subsequently entered Into, shall not be ef-
fective until the first day of the calendar
quirter that begins more than 80 days alter
the date the agreement Is entered into.

(2) Ep,surxva nATL—Paragraph (1) shall
first apply to drugs dispensed under this
title on or alter February 1, 1991, except
that and any agreement entered Into under
this section on or before February 1, 1991.
shall be effective with respect to drugs dis-
pensed on or after January 1, 1991.

"(3) YWr ON EXISTUG aciniT.—1n
the case of a rebate agreement In effect be-
tween a State and a manufacturer on Octo-
ber 1. 1990. such agreement may remain In
effect, and shall be considered to be a rebate
agreement In compliance with this section
with respect to that State. If the State es-
tablishes to the satisfaction of the Secretary
that the agreement can reasonably be ex-
pected to provide In airy 12-month peilod
for rebates that are at least as large as the
rebates otherwise required under this sec-
tion.

"(4) APPLICATSON l CERTAIN STATES AND
kItonIss.—

'(A) APPLICATION IN STATES OPm.ATING
UNDER DEMONSTEATION PsoiEcTs.—In the
case of any State which is providing medical
assistance to Its residents under a waiver
granted under section 1119, the Secretar
shall require the State to meet the require-
ments of section 1902(aR54) and of this sec-
tion In the same manner as the State would
be required to meet such requirement If the
State had In effect a plan approved under
this title.

"(B) No APUCATIN oovomcwEsi.res
AND TERaITOBIES.—Thls section. and sections
19O2aXS4) and l9O3i)(10). shall only aprly
to a State that is one of the 0 States or the
District of Columbia.

"(b) Tzias or Rmrs £asur—
"a) Qusnrm unniou.—
"(A) Tinic,—
"(I) In rebate esjuuant.

under &hl mbaection chdll reoufre the men-
to rovtde, to eenh Stoic plan

proved mcr this title, i snth
fer quarter to the neunt Qeeif lcd to uub-
rection (C) for covered @utetieni dreg ci
the menufacturer dfr2cz or the l$un

the cuerter. cett ce to
cicuec (ID, oth a rebate ohali he to
each State b the menufactnrcr net Inter
then 30 days after the dhte of receipt of the
information described to rerh 12) far
that quarter.

"UI) 5AL r*rT £UL
DA auaame uacnsnc zuav t, 1.0L—With
respect to the eniendar &ortor heluntog
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July 1, 1091, such a rebate shall be paid to
each State by the manufacturer by not later
than &ptcmber 30. 1991, based on the

ci the rebate poyable by the manu-
facturer for the prev1.em uarter. The
amount ci the rebate payment for the the
quarter beginning Octeltor 1. 1.991, shell be
Increased or decreased to the ertent that
the rebate payment for the usrter begin-
nIng July 1. 1001., ua l then, or
ed, the amount of the rebate othe1er ye-
quired to be made under the agreement
without regard to this etosce,

"(5) Oe'rem' asmor
Amounts received by ci State as rebater
nader this aetlcn to any uarter chll be
considered to be a reduction In the amount
expended under the State plan to the ruar-
ter for medical saslatanee for purposes of
section 1903(aXl).

"(2) S5'ATS sOvWIOu CI O5RGi5.—
"(A) &ATE ONSIEILITY.—ch State

agency under this title shall report to the
Secretary, not later than 60 days after the
end of each calendar quarter and In a form
consistent with a standard reporting format
established by the Secretary, InformatIon
on the total number of units of each dcogse

• form and strength of each covered outpa-
tient drug of a manufacturer dispensed
under the plon during the quarter, and shall
promptly transmit such Information to the
manufacturer.

"IS) Aenn' ar aiuracruums.—A menu-
Lacturer has the right to audit only such
data of the States as are reasonably neces-
sary to verify Information provided (or re-
quired to be provided) under subparagraph
(A). Adjustments to rebates shall be made
to the extent that InfOrmatiOn indicates
that utilization was greater or less than the
amount previously specified.

"(C) orxer TO s rr.—heh State
agency shall notify the Secretary withIn 30
days after the date each rebate Is received
under this section.

"(3) M&NtJFACTUBAN pnovisIOi or I'alCE IN-
PORMATIOl&.

"(A) Lw onanai,.—Each manufacturer with
an agreement In effect under this section
shall report to the Secretary (and make
available upon request to each State
agency)—

"(1) not later than 30 days after the last
day of each quarter (beginning on or after
Apr11 1. 1991), on the average manufacturer
price (as defined In subsection (f)(1)) and
(for single source drugs and Innovator mu]-
tiple source drugs) the manufacturer's best
price (as defined In subsection (cMS)(A)) for
covered outpatient drugs for the quarter,
and

"(Ii) not later than 30 days after the date
of entering Into an agreement under this
section on the best price (as defined In sub-
section (cXS)IB)) as of September 1. 1990
for each of the manufacturer's covered out-
patient drugs.

"(s) Vmsrxc*TIou uunye or
acruasn vaxcs.—The Secretory may
asrecy ctholesalero and asanufacturere that
directly distribute their covered outpatient

to verify average
emeufacturar prices reported under oub-
paragraph (a). The Secretary may impooc a
civil monuInr penalty to en recount not to
eenned €10,0@0 an a hoiomier, utactur-
er, or direet caller, If the homnnier, mane-

or direct seller off a ocvcersd outpa-
that drug ref mm a urfttan acymet for to-
formation dout sharpen or prima by the

In connection ith a enreep en-
under this subporegreph or knew-

togly provides false Information In unponse
to such a raquest. The provisions off section
II2OA (other than suborct1on Ia) and ItS)
shell apply to a civil money penalty under
This subparagraph In the coma manner en
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such provisions apply to a penalty or pro-
seeding under section 1128A(a).

"(C) PERALTIES.—
"(I) PAILUaS re psovxos TIanLV IlO5A-

uxou.—If a manufacturer with en agreement
under this section falls to provide Informa-
tion reulred under subparagraph (A) on a
timely heals, the amount of the rebates next
roufred to be paid for a calendar quarter
under the agreement shell be Increased by 2
percent, and, if such information Is not re-
ported wIthin 99 days of the deadline Im-
posed, the agrecmeht shall he suspended for
services furnished after the end of such 90-
day period and until the date such Informa-
tion Is reported (but In no case shall such
suspension be for a period of lees than 30
days).
"Ill) aae wro arson.—Any manufac-

turei- with an agreement under this section
that knowingly provides false Information
to the Secretary under this paragraph Is
subject to a civil money penalty In an
amount not to exceed $100,000 for each
Item of false Information. Such civil money
penalties are in addition to other penalties
as may be prescribed by law (Including ex-
clusion under section 1128(bXll)). The pro-
visions of section 1128A (other then subsec-
tions (a) and (b)) shall apply to a civil
money penalty under this subparagraph In
the same manner as such provisions apply
to a penalty or proceeding under section
1123A(a).

"(D) CONrIDEN'rIALITY 0? INVOOMATION.—
Information disclosed by manufacturers or
wholesalers under subparagraph (A) or (B)
is confidential and shall not be disclosed by
the Secretary or a State agency (or contrac-
tor therewith) In a form hioh discloses the
Identity of a specific manufacturer, whole-
saler, or product, except as the 8ecretery
determines to be necessary to carry out this
section and to permit the Comptroller Gen-
eral and the Inspector General of the De-
partment to review the Information provid-
ed.

"() LENGTE OS' ACItuSMERT.—
"(A) IN GswenA1.—A rebate agreement

shall be effective for an Initial period of I
year and shall be automatIcally renewed for
an additIonal 1-year period unless terminat-
ed under subparagraph (5).

"(B) TmMnATcoN.—
"(I) By yccz sscasrasv.—The Secretary

may provide for termination of a rebate
agreement for violation of the requirements
of the agreement. Such termination shall
not be effective earlier than 60 days after
the date of notice of such termination. The
Secretary shall provide, upon request, a
manuiseturer with a hearing concerning
such a termination, but such hearing shall
not delay the effective date of the termina-
tion.

"(ii) By a eawacrumn.—A manufacturer
may terminate a rebate agreement under
this section for any reason. Atny such termi-
nation shall not be effective until such
period (of not more than 11 year, specified by
the Secretory In regulation) alter the date
of the manufacturer provides notice of such
teantooticu to the Secretary.

"(iii) Ewncrxveness or
tmmllnatlon under this ocbpsragraph shall
not affect rebates due under the agreement
before the effective date of liv termination.

"(C) Dnav acosac arecurav.—Iia the mm
off cay rebate agreement with a manufactur-
er under this reotlun which is terminated, a
new such agreement with the manufacturer
(cv a euccemor manufacturer) may not. be
entered into until a period of 1. year has
elapsed since the date of the termination,
unless the Secretary finds good emma for an

• earlier reinstatement of such an agreement.
'(c) Amourar Os' mare—
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"(1) Iza u.az.—
'(A) SINGi.s SOURCS DRUGS AND INNO&7QD

MUI3IPIZ snuaca sapo&—Exgept as provided
in this aubsectlc and subsection
(b)C3XCXL), the amount of the rebate to a
State during a 1endr quarter with respect
to single source drugs and Innovator multi-
pIe source drugs shall be equal to the prod.
uct of—

'(t) the amount by which C) the average
manufacturer price to wholesalers during
the Quarter for each dosage farm and
strength of a covered outpatient drug, ex-
cee (IT) the re nufacturer's best price (as
defined in paragraph 3)) for such form and
strength: and

"(U) the nanber of units of such lena and
stiesth .dlepeIMal under the pinn under
this title in the State In the quarter (as re-
parted by the State wader beectien
(b)(2)).

"(B) Otma navua—Lxcept as provided in
sien (bX3)(C)ti), the artmmt of the
rebate to a State dining a calendar quarter
with rect to cavered otftpattent drugs
(other than single soin thugs and Innova-
tor tiple soarce drugs) eball be equal to
the prodnet of-

"(I) l percent of the average wanufintur-
er price to wholesalers dufl the mrter
for each dosage form and rength of a car-
ered outpatient drug (after dedueting s-
tomary prompt payment discointi-) and

"liD the number of units of such fnrmand
dosage spensed under the plan under this
title In tkw State In the quarter- (as reported
by the State under aubsectlcm (b)(2).

"(s) MINIMUM AND MAXIMUM I%1E SATES
roa szac&x sousa uos sun nruova'roa
MULTIPLE SOURCE DnUo&—In no case shall
the amount of the rebate described In pars-
graph (l)(A) for a manufacturer for a calen-
dar quarter with respect to single source
drugs and innovator multiple source drags—

"(Al be less than 10 percent, or
"(B) for calendar ort.ers beginning

before April 1, %996. be more than—
"(I) 25 percent (for each quarter during

the 8-calendar-quarter period beginning
April L lJ9ILor

"UI)) 50 percent (for each quarter during
the 8-calendar-quarter period beginning
April 1, lø9),
of the prulact of the puce described in
paragraph (IMA)U)4I) and the number of
units described in paragraph (IXA)Uil for
the quarter.

"(3) Brsx PSI armarn—
"CAl In GI.—In this subsection, the

term 'best price' means, for a covered outpa-
tient drug of a maxuulactzurer dispensed In a
calendar quarter—

"(I) the lowest price arailable for the drug
from the marurfacturer to any wholesaler,
retailer, provider, nonprofit entity, or gov-
ernmental entity within the United States
durthgthe quarter, or

'U1) the lowest price in effect for the drug
from the manufacturer to any wholesaler.
retailer, provider, nonprofit entity, or gov-
ernmental entity within the tjuited States
In effect on September 1. 1g90, Increased
(for alendar quarters beginning on or after
January 1, 19P1) by the percentage increase
In the Consumer Price Index for All Urban
Consumers (an items: U.S. city average)
from September I to the month before
the beginning of the calendar quarter in-
votved,
whichever is lower.

"(B) Tsm'riwsu or w nsxio&—In the
case of a covered outptient drug approved
f or marketing after September L 1990, any
reference in subparagraph tA)(Zl) to 'Sep-
tember 1. 1990' or 'September 1990 shall be
a reference to the fIrst day of the first
month, and the first month, respectively.
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during which the drug was marketed and
any referenc, in p'oetion (in(3)(AMII) to
'30 days after the data .1 enterIng Into an
agreewant under this aeoi on the best
price described In par.gsaph (3MB) as of
September 1, 1990' sb&A be a relereane to
'30 days sitar the date the drug is tIM mar-
ketad in the UnitedStatas',

"(Ca COUTATIOn OP LOWUT PRICL—The
lowest price described in this paragsapb
shall be tecknise of cash discounts, free
goods, volume dlsconts. and rebates, shall
be determined witbont regard to special
padagIng, labeling, or Identifiers on the
dow.ge form or product or package, and
shall not take Into aceount prices that are
merely nominal In

"(d) Dauo Uss Rsvzsw.—
"(.1.) IN G*L.—ln order to meet the re-

quirement of section 1902(aX54J(C), a State
shall provide, by not later than January 1,
1993, for a drug use review program de-
scribed in paragraph (7 for covered outpa-
tient drugs (other than psychopharmacolo-
gic drugs described In section 1919(c)(2XD)
dispensed to residents of nursing facilities)
In order to assure, in accordance with any
guidelines developed by the Agency for
Health Care Policy and Research, that pre-
scrlptions (A) are app-upthitv and (B) are
mecay necessary.

"(2) DESCRIPTION OP PuOGa*n.—Eacti drug
use review program shall meet the foflowtng
requirements for covered outpatient drugs
and other prescription drugs for which pay-
ment may be made under this tItle:

"(A) PRosrac-riva sena szvrsw.—The
State plan shall provide for a review of drag
therapy before each prescription is fifled or
delivered to the patient, typIcally at the
poInt-of-sale or pofot-of-distrlbntlo. Each
pharmacist shafl use the compendia (re-
ferred to In subsection (fl(S)) as the phai—
zascist's sourer of standardi for such review.

"(B) Rsmoorwrrvs onus usa
The program shall provide, through Its
mechanbed drag claims processing and In-
fonnatlon retrieval systems (approved by
tir Secretary izider section lIr)) or oth-
erwise, for the periodic examination of
claims data and other records In order to
Identify patterns of fraud, abuse, gross over-
use or undertise, or kiapproprhte or medi-
cally unnecessary care, among physicians,
pharmacies, and patients, or amoelated with
specific drugs or groups of drugs.

(C) scaTroirAs PROGRaM,—The program
shall educate physicIans and phsrmniist,a to
Identify and reduce the frequency of pat-
terns of fraud, abuse, gross overuse or no-
des-use, or Inappropriate or medically wince-
essary care, among physlclmw pharmacies,
and patients, — waccisted with specific
drugs or grouçm of drugs, as well as poten-
tI*1 and ,ual savese adverse leactiosm to
drugs.

"Ce) MImm.aus.—
"(1) LIMITATIONS ON covnaor or' oursa-

TIEN? amiss-Nothing In —
1902(aX54)(A) shall be construed as pre-
venting a State from restricting the arnoamt,
duration, and scope of coverage of coveced
outpatient drugs consistent wish seettan
1902(s.)(30L

'W Rss.ATLOO TO MAXIMUM AIWA5LE
coar LI.anr&xroJIs.—This sectioa shall nut. en-
per-cede or affect proidskms relating to maa-
hnusu allowable cost Mmltatlons foe pay-
ment by States f& covered outpatient
drugs, and rebates under this section shall
be made without regard to whether or not
payment bg the State for such drugs are
subject to such lirittinfl or the amount of
such cost MIt.atkn

"(3) Exaussoa 07 CERTAIN D&UO £s5oCIAl'-
En WITh EXCRU$IVI PATIENT MOLTORIN&
srnvigrs.—Nothjxig in this title shall be con-
strued as requiring a Slate to provide medi-
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cal assistance kit covered ou#atIent drugs
of a manufacturer which requires, as a con-
dition for the purchase of the thugs, that
the maacturar be gold for amocisted
erv1ces or tests (such as patient monitoring
systems) giusicesi only by the wf'-turer
or tin designee.

'W this locr
"(1) Avansoa wonwsvma mc-The

t 'average maawiactarer price' means,
with respect ins covered outpatient drug of
a awaut1er for a calendar goarter, the
average price paid (taking Into account cus-
tomary pr5Oi payment owits) to the
manufacturer for the drag by retail phar-
macies or by wholesalers for drugs distribut-
ed to the retail pharmacy class of trade.

"(2) ov'ypsirmrr sswa.—Subject
to the exceptions In paragraph (3), the term
'covered outpatient drug' means—

"(A) of those drugs which are treated as
prescribed drags for purpoms of section
1905(aXl2), a thug which may be dispensed
only upon prescription (except es provided
In paragraph (4)), wad—

"(H which Is approved as a prescription
drug under sections 505 or SOT of the Fbder-
at Food, Drug, and Cosmetic Act;

"Ui)f1) which was eoansserdafly used or
sold In the tialted States before the date of
the enactment of the Peders) Food, Drug,
and metlc Act and If at such thee Its k-
beIng contained the same representations
concerning its conditions of use as in Its cor-
rent lebeling, or which is Men%ical, sheflar,
or related (within the meaning of section
310.6(b'Xl) of tItle 21 el the Code of Federal
Regulations) I. such a drug, and (II) which
has not been the subject of a final determi-
nation by the Secretary that It is a 'new
drug' (within the meaning of sectIon 201(p)
of the Federal Food, Drug, and Cosmetic
Act) or an action brought by the Secretary
under sectIons 301, 382(a), or 304(a) of such
Act to enibree sections 503(f) ci- 505(a) of
such Act; or

"UiiXI) which Is described in section
1O?(eX3) of the Drug Amencbncnts of 1982
and for which the Secretary has determined
there Is a compelling justification for Its
medical need, or is identical, similar, or re-
lated (within the meaning of section
310.5(bXl) of tItle 21 of the Code of Federal
Regulations) to such a drug, and (ii) for
which the Secretary bar not issued a notice
of an opportunity for a hearing under sec-
tion 505(e) oX the Federal Food, Drug, and
Cosmetic Act on a proposed order of the
Secretary to withdraw approval of an appli-
cation for such drug under such section be-
cause the Secretary has determined that
the thug is less than effective for all condi-
tions of use prescribed, recommended, or
suggested In Its Iabellng

"(B) a biological product which—
"(I) may only be dispensed upon prescrip-

tion.
"(II) is licensed under section 351 of the

Public Health Service Act, and
"till) Is produced at an establishment li-

censed under such section to produce such
product; and

"(C) Insulin certified under section 508 of
the Federal Food, Drug, and ActS

(3) LIsimsa znruu'rion.—Tbe term 'Cov-
ered outpatient dug' does not Include any
drug. biological produet or insulin provided
as part of, or as incident t and In the same
setting as. any of the following (and for
which payment Is made under this title as
part of payment for the following and not
as direct reimbursement for the drug)

"(A) Inpani hospital services
"(B) Hospice services.
"(C) Dental services, except that dr-twa for

which the State plan authorizes direct reha-
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bursement to the dispensing dentist are cov-
ered outpatient drugs.

"(D) Physician office visits.
"(E) Outpatient hospital emergency room

visits.
"(F) Outpatient surgical procedures.
"(4) N0NPRZSCRIPTI0N DRUG5.—If State

plan for medical as8istance under this title
includes coverage of prescribed drugs as de-
ecribed In section 1905(aXl2) and permits
coverage of drugs which may be sold with.
out ft pre8crlption (commonly referred to as
'oVer-the-counter' drugs), U they are pre-
acribed by a physician (or other person au-
thorized to prescribe under State law), such

drug may be regarded as a covered outpa-
tient drug.

"(5) MAiiUFACTUREL—The term 'manufac-
turer' means, with respect to a covered out-
patient drug,—

"(A) the entity (U any) that both manu-
factures and distributes the drug, or

"(B) U no such entity exists, the entity
that distributes the drug.
Such term does not include a wholesale dis-
tributor of the drug or a retail pharmacy li-
censed under State law.

"(6) MEDICALLY ACCEPTED INDIcATI0N.—The
term 'medically accepted indication' means
any use for a covered outpatient drug which
is approved under the Federal Food, Drug,
and Cosmetic Act or which is accepted by
one or more of the following compendia: the
American Hospital Formulary Service-Drug
Information, the American Medical Associa-
tion Drug Evaluations, and the United
States Pharmacopeia-Drug Information.

"(7) MULTIPLE SOURCK DRUG; INNOVATOR
MULPI1 SOURCK DRUG; NONINNOvATOR ICUL-
TIPLE SOURCK DRUG; 5UqGLE SOURCE DRUG.—

'(A) DzrnrrxoNs.—
"(i) MULTIPIZ souRce DRUO.—The term

'multiple source drug' means, with respect
to a calendar quarter, a covered outpatient
drug (not Including any drug described in
paragraph (4)) for which there are 2 or
more drug products which—

"(I) are rated as therapeutically equiva-
lent (under the Food and Drug Administra-
tion's most recent publication of 'Approved
Drug Products with Therapeutic Equiva-
lence Evaluations'),.

"(LI) except as provided in subparagraph
(B), are pharmaceutically equivalent and
bioequlvalent, as defined In subparagraph
(C) and as determined by the Food and
Drug Administration, and

"(III) are sold or marketed in the State
during the period.

"(H) INNovAToR MULTIPLE SOURcE DRUG.—
The term 'Innovator multiple source drug'
means a multiple source drug that was otigi-
nally marketed under an original new drag
application approved by the Food and Drug
Administration.

"(Ill) NONINNOVATOR MULTIPLE SOURCE
DRUG.—The term 'noninnovator multiple
aource drug' means a multiple source drug
that is not an Innovator multiple source
drug.

"(iv) SINGIZ SOURCK DRUG—The term
'single source drug' means a covered outpa-
tient drug which is not a multiple source
drug.

"(B) Excn'noN—Subparagraph (A)(i)(II)
shall not apply U the Food and Drug Ad-
ministration changes by regulation (after an
opportunity for public comment of 90 days)
the requirement that, for purposes of the
publication described in 8ubparagraph
(AXiXI), in order for drug products to be
rated as therapeutically equivalent, they
must be pharmaceutically equivalent and
bioequlvalent. as defined in subparagraph
(C).

"(C) Thntinois.—For purposes of this
,,a
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"(i) drug products are pharmaceutically

equivalent U the products contain Identical
amounts of the same active drug ingredient
in the same dosage form and meet compen-
dial or other applicable standards of
strength, quality, purity, and identity;

"(H) drugs are bioequlva]ent U they do not
present a known or potential bioequivalence
problem, or, U they do present such ft prob-
lem, they are shown to meet an appropriate
standard of bioequivalence; and

"(HI) ft drug product Is considered to be
sold or marketed in a State U it appears in a
published national listing of average whole-
sale prices selected by the Secretary, provid-
ed that the listed product is generally avail-
able to the public through retail pharmacies
in that State.

"(8) STATE AGENCY.—The term 'State
agency' means the agency designated under
section 1902(a)(5) to administer or supervise
the administration of the State plan for
medical assistance.".

(c) FUNDING.—
(1) DRUG USE REVIEW PR0GRAM5.—Section

1903(a)(3) of such Act (42 U.S.C.
1396b(a)(3)) is amended—

(A) by striking "plus" at the end of sub-
paragraph (C) and inserting "and", and

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

"(D) 75 percent of so much of the sums
expended by the State plan during a quar-
ter In 1991, 1992, or 1993, as the Secretary
determines is attributable to the statewide
adoption of a drug use review program
which conforms to the requirements of sec-
tion 1927(e); plus".

(2) TEMPORARY INCREASE IN FEDERAL MATCH
FOR ADMflII5TRATIVE coSTs.—The per centum
to be applied under section 1903(a)(7) of the
Social Security Act for amounts expended
during calendar quarters in fIscal year 1991
which are attributable to administrative ac-
tivities necessary to carry out section 1927
(other than subsection (d)) of such Act shall
be 75 percent, rather than 50 per centum.
SEC. 4402. REQUIRING MEDICAID PAYMENT OF PRE-

MIUMS AND COST-SHARING FOR EN-
ROW4ENT UNDER GROUP HEALTH
PLANS WHERE COST.EFFECFIVE.

(a) Iii GNER.L.—Tttle XIX of the Social
Security Act is amended—

(1) in section 1902(a)(25) (42 U.S.C.
1396a(a)(25))—

(A) by striking "and" at the end of sub-
paragraph (E),

(B) by adding "and" at the end of sub-
paragraph (F), and

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

"(G) that the State plan shall meet the re-
quirements of section 1906 (relating to en-
rollment of individuals under group health
plans in certain cases);"; and

(2) by Inserting after section 1905 the fol-
lowing new section:

"ENBOLLMZNT 0? INDIVIDUALS UNDER GROUP
HL4.LTH PlANS

"SEc. 1906. (a) For purposes of section
1902(a)(25)(G) and subject to subsection (d),
each State plan—

"(1) shall establish guidelines, consistent
with subsection (b), to identUy those cases
in which enrollment of an individual other-
wise entitled to medical assistance under
this title in a group health plan (in which
the individual is otherwise eligible to be en-
rolled) is cost-effective (as defined in subsec-
tion (e)(2));

"(2) shall require, in case of an individual
so identified and as a condition of the indi-
vidual being or remaining eligible for medi-
cal assistance under this title and subJect to
aubsection (b)(2), notwithstanding any
other provision of this title, that the indi-
vidual (or In the case of a child, the child's
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parent) apply for enrollment in the group
health plan; and

"(3) in the case of such enrollment, shall
provide for payment of all enrollee premi-
ums for such enrollment and all deductibles,
coinsurance, and similar costs for items and
services otherwise covered under the State
plan under this title (exceeding the amount
otherwise permitted under section 1916),
and shall treat coverage under the group
health plan as a third party liability (under
section 1902(a)(25)).

"(b)(1) In establishing guidelines under
subsection (a)(1), each State shall take into
account that an individual may only be eli-
gible to enroll in group health plans at lim-
ited times and only U other individuals (not
entitled to medical assistance under the
plan) are also enrolled in the plan simulta-
neously.

"(2) If a parent of a child fails to enroll
the child in a group health plan in accord•
ance with subsection (a)(2), 8uch failure
shall not affect the childs eligibility for
benefits under this title.

'(c)(1)(A) In the case of payments of pre-
miums, deductibles, coinsurance, and similar
expenses under this section shall be consid-
ered, for purposes of section 1903(a), to be
payments for medical assistance.

'(B) If all members of a family are not eli-
gible for medical assistance under this title
and enrollment of the members so eligible
in a group health plan is not possible with-
out also enrolling members not so eligible—

"(i) payment of premiums for enrollment
of such other members shall be treated as
payments for medical assistance for eligible
individuals, U it would be cost-effective
(taking into account payment of all such
premiums), but

"(ii) payment of deductibles, coinsurance,
and similar expenses for such other mem-
bers shall not be treated as payments for
medical assistance for eligible individuals.

"(2) In the case of a hospital, physician, or
other provider that provides care covered
under the State plan under a group health
plan in which an individual entitled to medi-
cal assistance for such care is enrolled under
this section, the provider is deemed to have
agreed—

'(A) to accept as payment in full the pay-
ment amount recognized under the State
plan (or, if greater, the payment amount

• provided under the plan), and
"(B) not to charge the individual or the

State any amounts that would result in ag-
gregate payment (including payments under
the plan) exceeding the payment amount so
recognized under the State plan.

'(3) The fact that an individual is enrolled
in a group health plan under this section
shall not change the individuals eligibility
for benefits under the State plan, except in-
sofar as section 1902(a)(25) provides that
payment for such benefits shall first be
made by such plan.

"(d)(1) Any different benefits made avail-
able, through enrollment under this section,
to eligible individuals shall not, by reason of
section 1902(aXlO), require such benefits be
made available to other individuals.

"(2)(A) In the case of any State which is
providing medical assistance to its residents
under a waiver granted under section 1115,
the Secretary shall require the State to
meet the requirements of this section in the
same maimer as the State would be required
to meet such requirement U the State had
in effect a plan approved under this title.

"(B) This section, and section
1902(a)(25)(G), shall only apply to a State
that is one of the 50 States or the District of
Columbia.

"(e) In this section:
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'11) The term group health plan' has the

meaning given such term In section
SOOCXb)(l) of the Internal Revenue Code of
1986, and includes the provision of continu-
ation coverage by such a plan pursuant to
title XXII of the Public Health Service Act,
section 4980B of the Internal Revenue Code
of 1986, or title VI of the Employee Retire.
ment Income Security Act of 1914.

"(2) The term 'cost-effective' means that
the i-educUon In expenditures under this
title with respect to an individual who is en-
rolled in a group health plan is likely to be
greater than the additional expenditures for
premiums and cost-sharing required under
this section with respect to such enroll-
ment.".

(b) TREATI1N-r op ERRONEOUS ExcEss PAY-
MENTS FOR MEDICAL ASsISTArqTE._-Seion
l903(u)(1)(C)(iv) of such Act (42 U.S.C.
l396bthx1xC)) Is amended by inserting
before the perfod at the end the following:
"or with respect to payments made in viola-
tion of section 1906'.

(C) OPTIONAL MINsaruM 6.MONTN ELICmrL.
n".—Section 1902(e) of such Act (42 U.S.C.
1396a(e)) Is amended by adding at the end
the following new subsection:

"(ii)(A) In the case of an individual who
Is enrolled with a group health pian under
section 1906 snd who would (but for this
paragraph) lose eligibility for benefits under
this title before the end of the minimum en-
rollment period (defined in subparagraph
(B)), the State plan may provide, notwith-
standing any other provision of this title,
that the individual shall be deemed to con-
tinue to be eligible for such benefits until
the end of such m.inrmum period, but only
with respect to such benefits provided to
the individual as an enrollee of suth plan.

"(B) For purposes of subparagraph (A),
the term 'minimum em-oliment period'
means, with respect to an Individual's en-
rollment with a group health plan, a period
estsblished by the State, of not more than 8
months begim-iing on the date the Individ-
uals enrollment under the plan becomes ef-
fective.".

(d) Cotqrorti,snqo AsrnwarEs-rs.—
(1) Section l9O5a) of the Social Security

Act (42 U.S.C. 1396d'a)) is amended by
adding at the end the following: 'The pay-
ment described in the first sentence may in-
dude expenditures for medicare cost-shar-
ing and for premIums under part B of title
XVIII for Individuals who are eligible for
medical assistance under the pan and (A)
are receiving aid or assttance under any
plan of the State approved under title I, X,
XIV, or XVI, or part A of title IV, oi' withrespect to whrn supplemenmal security
income benefits are being paid under title
XVI, or (B) with respect to whom there is
being paid a State supplementary payment
arid are eligible for medical assistance equal
in amount, duration, and scope to the medi-
cal assistance made availsble to individuals
described in section if'O2a)(1O)(A) arid,
except in the case of Individuals gs years of
age or older and disabled individuals enti-
tled to heaith insurance benefits under title
XVIII who are not enrolled under part B of
title XVIII, other insurance premiums for
medical or any other type of remedial careor the cost thereof.".

(2) Section 1903(a)U) of such Act (42
U.S.C. 1396b(a)(1)) Is amended by striking
"(Including expenditures for' and an that
foflows through "or the cost thereof)",

(e) EFFECTiVE DATE—ti) The amendments
made by this section apply (except as pro-cided under paragraph )) to payments
under title XIX of the Social Security Actfor calendar quarters beginning on or after
January 1, 1991. without regard to whether
or not final regulations to carry out such

amentmerit-s have been promnulgat.ed by
such date,

(2) In the case of a State plan for medical
assistance under title XIX of the Social Se-
curity Act which the Secretary of Health
and Human Services determines requires
State legislation (other than legislation au-
thorizing or appropriating funds) in order
for the plan to meet the additional require-
ments imposed by the amendments made by
subsection (a), the State plan shall not be
regarded as failing to comply with the re-
quirements of such title solely on the basis
of its failure to meet this additional require-
ment before the first day of the first calen-
dar quarter beginning after the close of the
first regular session of the State legislature
that begins after the date of the enactment
of this Act. For purposes of the previous
sentence, in the case of a State that has a 2-
year legislative session, each year of such
session shall be deemed to be a separate reg-
ular session of the State legislature.
SEC. 4403. COMPrFER MATCHING AND PI1IVACY RE.

VISil)NS.
(a) VERIFICATION REQUIBEMENTS._.SUbsec

tion () of section 552s of title 5, United
States Code, Is amended to read as follows:

"(p) VERIFIcATION AND OppofirtrNrry To
CONTEST FnDINGS.-.1) In order to protect
any individual whose records are used in a
snatching program, no reciplent. agency,
nonFejeral agency, or source agency may
suspend, terminate, reduce, or make a final
denial of any financial assistance or pay-
merit under a Federal benefit program to
such Individual, or take other adverse action
against such Individual, as a result of Infor-
mation produced by such matching pro-
gram, until—

"(AXi) the agency has independently yen-
fled the information; or

"(ii) the Data Integrity Board of the
agency, or In the case of a non-Federal
agency the Data Integrity Board of the
Source agency, determines in accordance
with guidance Issued by the Director of the
Office of Management and Budget that—

'(I) the information Is limited to identifi-
cation and amount of benefits paid by the
source agency under a Federal benefit pro-
gram; and

"(II) there Is a high degree of confidence
that the Information provided to the recipi-
ent agency Is accurate;

"(B) the individual receives a notice from
the agency containing a statement of its
fmdings and Informing the individual of the
opportunity to contest such findings; and

"(C)(i) the expiration of any time period
established for the program by statute or
regulation for the individual to respond to
that notice; or

"(ii) In the case of a program for which no
such period is established, the end of the 30-
day period beg-inning on the date on which
notice under subparagraph (B) is mailed or
otherwise provided to the individual.

"(2) independent verification referred to
In paragraph (1) requires Investigation and
confirmation of specific Information relat-
ing to an Individual that Is used as a basis
for an adverse action against the indsvldual,
Including where applicable Investigation
and confirmation of—

"(A) the amount of any asset or Income
involved:

"(B) whether such Individual actually has
or had eceess to such aseet or Income for
such individual's own use and

"(C) the period or pem-kds when the indI-
vidual actually had such asset or Income.

"(3) Notwithstanding paragraph (1), an
agency may take any appropriate action
otherwise prohibited by such paragraph If
the agency determines that the public
health or public safety may be adversely af-
fected or significantly threatened during
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any notice period required by such para-
graph.".

(b) ISSuANCE op GtTIDANCE sy DIRECTOa OF
OMB.—Not later than 90 days after the
date of the enactment of this Act, the Direc-
tor of the Office of Management arid
Budget shall publish guidance under subsec-
tion (pX1XAX1I) of sectIon 552a of title 5,
United States Code, as amended by this sec-
tion.

(C) LrMrrATI0N ON APPLICATION OF VERIFI-
CATION REQuIBnyesnqr,—Secti
552a(p)(1A)(ii)(II) of title 5, United States
Code, as amended by subsection (a), shall
not apply to a program referred to in para-
graph (1), (2), or (4) of section 1131(b) of
the Social Security Act (42 U.S.C. 1320b-7),
untfl the earlier of—

(I) the date on which the Data Integrity
Board of the Federal agency which adniinis-
ters that program determines that there Is
not a high degree of confidence that Infor-
mation provided by that agency under Fed-
eral matching programs is accurate: or

(21 30 days alter the date of publication of
guidance under subsection (b).

PART 2—PROTECTION OF LOW-INCOME
MEDICARE BENEFICIARIES

SEC. 4411. EXTENDING MEDICAID PAYMENT FOR
MEDICARE PREMRUS FOR CERTAIN
I1cDIYIDUAL$ WITH INCOME BELOW
i25 PERCENT OF TIlE OFFICIAL POV-
ERTY L!NE.

(a) EwrrrLxamnNr.—Section
1902(aX1O)(E)(ii) of the Social Security Act
(42 U.S.C. 1395b(5)(10)(E)(ii)) Is amended by
Inserting" (I)" before "for qualified" and by
Inserting before the comma the following:
"and (U) subject to section 1905(p)(4), for
individuals who would be qualified medicare
beneficiaries described In section 1905p)(1
but for the fact that their income exceeds
the Income level established by the State
under section 1905(p)(2) but is less than 125
percent of the official poverty line (referred
to In such section) for a family of the size
Involved".

(b) FIIIORA1. PAYMZNT oi Fuu. CosTs o
ADDITIONAL MEI)ICAL ASS.ISTANC&—The last
sentence of section 1905(b) of such Act (42
U.S.C. 1396d(b)) Is amended by inscrting
before the period at the end the following:
"and 'itb respect to amounts expended for
medicare cost-sharing described in subsec-
tion (P)(3XA)(i) for individuals described ni
section 1902(a)(10)(EXiJXII)"

(C) APPLICATION IN CERTAIN STATES AND
TERBITORIES.—Section 1905(pX4) of such
Act (42 U.S.C. 13t)6d(pX4)) is amended—

(1) in subparagraph (B). by inserting "or
1902(ah IOXEXiI)(iIy" after 'subparagraph
(B)". and

(2) by adding at the end the foIlowin
'in the case of any State which Is providing
medical assistance to its residents under a
waiver granted under section 1115, the See-
ret.ai-y shall require the State to meet the
requirement of section 1902(aXlO)(E) in the
same manner as the State would be required
to meet such requirement if the State had
In effect a plan approved under this title."

(d) CoIrl-ORacING AMEN tsr—Section
18-13(h) of such Act (42 U,S,C. 1395rth)) Is
amended by adding at the end the following
new paragl'apft

"(3) In this subsection, the term 'qualified
medicare beneficiary' also includes an mdi-
v'dual described in section
1902(a)(IOXEXiIXU).".

'e) Dsty ra COONTTNG SOCIAL SEClrRrrY
COLA INCREASES UNTIL r'4EW POVERTY
GUIDELINEs PuBLIsHED.—

(1) IN GER-ERAI..—Section 1905(p) of such
Act Is amended—

(A) In paragraph (1XB), by Inserting
except as provided in paragraph (2(D)"
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after "supplementary social security income
program", and

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

"(D)(i) In determing under this subsection
the income of an.,indlvldual who Is entitled
to monthly Insurance benefits under title U
for a transition month (as defined In clause
(ii)) in a year, such income shall not include
any amounts attributable to an increase in
the level of monthly Insurance benefits pay-
able under such title which have occurred,
pursuant to section 215(i) fOr benefits pay-
able for months beginning with December
of the prevIous year.

"(ii) For purposes of clause (i), the term
'transition month' means each month In a
year through the month following the
month in which the annual revision of the
Official poverty line, referred to in subpara-
graph (A), is published.".

(2) CoNFORMING AMENDMKN'rS.—SeCtian
1902(m) of such Act (42 U.S.C. 1396a(Ifl)) is
amended—

(A) in paragraph (1XB), by inserting ",
except as provided In paragraph (2XC)"
after "supplemental security income pro-
gram", and

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

"(C) The provisions of section
1905(pX2)(D) shall apply to determinations
of income under this subsection In the same
manner as they apply to determinations of
income under section 1905(p).".

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to calendar
quarters beginning on or after January 1,
1991, without regard to whether or not reg-
ulations to Implement such amendments are
promulgated by such date; except that the
amendments made by subsection (d) shall
apply to determinations of income for
months beginning with January 1991.
PART 3—IMPROVEMENTS IN CHILD HEALTH
SEC. 4421. PHASED-IN MANDATORY COVERAGE OF

CHILDREN UP TO ISO PERCENT OF
POVERTY LEVEL

(a) Ii OENERAL.—Section 1902 of the
Social Security Act (42 U.S.C. 1396a), as
amended by section 6401(a) of the Omnibus
Budget Reconciliation Act of 1989, is
amended—

(1) in subsection (aX1OXA)(i)—
(A) by striking "or" at the end of sub-

clause (V),
(B) by striking the semicolon at the end of

subclause (VI) and inserting ', or", and
(C) by adding at the end the following

new subclause:
"(VII) who are described in subparagraph

(D) of subsection (lxi) and whose family
Income does not exceed the income level the
State Is required to establish under subsec-
tion (1X2XC) for such a family;";

(2) in subsection (a)(1OXAXIIXIX), by
striking "or clause (iRVI)" and inserting
clause (iRVI), or clause (iX VU)";

(3) in subsection (1)—
(A) by amending subparagraph (D) of

paragraph (1) to read as follows:
"(D) children born after September 30,

1983, who have attained one year of age but
have not attained 13 years of age,";

(B) by striking subparagraph (C) of para-
graph (2) and inserting the following:

"(C) For purposes of paragraph (1) wIth
respect to individuals described in subpara-
graph (D) of that paragraph, the State shall
establish an income level which is equal to
the 100 percent of the income official pover-
ty line described In subparagraph (A) appli-
cable to a family of the size Involved.";

(C) in paragraph (3)—
(i) by Inserting ", ()(10XA)(i)(VII)," after

"(a)(10)(A)(iXVI)", and
(ii) In subparagraph (E), by striking "the

methodology employed" and Inserting "a

methodology which is no more restrictive
than the methodology employed";

(D) in paragraph (4)(A), by inserting "or
subsection (a)(10)(AXIXVU)" after
"(aX1O)(AXiXVI)" and

(E) in paragraph (4XB), by striking "or
(aX1OXA)(i)(VI)" after ", (aX1O)(A)(iXVI),
or (ax 0)(AXi)( VII)"; and

(4) in subsection (r)(2)(A), by inserting
"(a)(1OXAXiXVU)," after
"(aXlO)(A)(iXVI).".

(b) ADDITIONAL CONFORMING AMEND-

(1) Section 1903(fX4) of such Act (42
U.S.C. 1396b(fX4)) Is amended—

(A) by. striking "1902(aX1OXAXi)(IV),"
and inserting "1902(a)(10)(A)(i)(III),
1902(aXlO)(A)(ixIV), 1902(aXlO)(A)(iXV),",
and

(B) by inserting after
"1902(a)(1OXA)(iXVI)," the following
"1902(a)(10)(A)(iXVII),
1902(a)( 1XA)(iiXI),".

(2) Subsections (aX3)(C) and (b)(3)(C)(i)
of section 1925 of such Act (42 U.S.C. 1396r-
6), as amended by section 6411(i)(3) of the
Omnibus Budget Reconciliation Act of 1989,
are each amended by inserting "(iXVU),"
after °(i)(VI)".

(c) EFFECTIVE DATE.—(1) The amendments
made by this section apply (except as other-
wise provided in this subsection) to pay-
ments under title XIX of the Social Securi-
ty Act for calendar quarters beginning on or
after July 1, 1991, without regard to wheth-
er or not final regulations to carry out such
amendments have been promulgated by
such date.

(2)(A) In the case of a State plan for medi-
cal assistance under title XIX of the Social
Security Act which the Secretary of Health
and Human Services determines requires
state legislation (other than legislation au-
thorizing or appropriating funds) In order
for the plan to meet the additional require-
ments Imposed by the amendments made by
this section, the State plan shall not be re-
garded as failing to comply with the re-
quirements of such title solely on the basis
of its failure to meet these additional re-
quirements before the first day of the first
calendar quarter beginning after the close
of the first regular session of the State leg-
islature that begins after the date of the en-
actment of this Act. For purposes of the
previous sentence, In the case of a State
that has a 2-year legislative session, each
year of such session shall be deemed to be a
separate regular session of the State legisla-
ture.

(B) In the case of the State of Texas, the
State plan shall not be regarded as failing to
comply with the requirements of title XIX
of the Social Security Act solely on the
basis of its failure to meet the additional re-
quirements Imposed by the amendments
made by this section before September 1,

1991.
SEC. 4422. MANDATORY CONTINUATION OF BENE-

FITH THROUGHOUT PREGNANCY OR
FIRST YEAR OF UFE.

(a) IN QENERAL.—Section 1902(e) of the
Social Security Act (42 U.S.C. 1396a(e)) is
amended—

(1) in the first sentence of paragraph (4),
by inserting "(or would remain If preg-
nant)" after "remains"; and

(2) in paragraph (6)—
(A) by striking "At the option of a State,

in" and inserting "In";
(B) by striking "the State plan may none-

theless treat the woman as being" and in-
serting "the woman shall be deemed to con-
tinue to be"; and

(C) by adding at the end the following
new sentence: "The preceding sentence
shall not apply in the case of a woman who
has been provided ambulatory prenatal care
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pursuant to section 1920 during a presump-
tive eligibility period and is then, in accord-
ance with such section, determined to be in-
eligible for medical assistance under the
State plan.".

(b) EFFECTIVE DATE.—
(1) biwrrs.—The amendment made by

subsection (a)(1) shall apply to individuals
born on or after January 1, 1991. without
regard to whether final regulations to carry
out such amendment have been promulgat-
ed by such date.

(2) PREGNANT *o.—The amendments
made by subsection (a)(2) shall apply with
respect to determinations to terminate the
eligibility of women, based on change of
income, made on or after January 1, 1991,
without regard to whether final regulations
to carry out such amendments have been
promulgated by such date.
SEC. 4423. MANDATORY USE OF OUTREACH LOCA-

TIONS OTHER THAN WELI'ARE OF'-
FICES

(a) IN GENER.AL.—Section 1902(a) of the
Social Security Act (42 U.S.C. 1396a(a)), as
amended by section 4401(a)(2) of this title,
is amended—

(1) by striking "and" at the end of para-
graph (53),

(2) by striking the period at the end of
paragraph (54) and inserting "; and", and

(3) by inserting after paragraph (54) the
following new paragraph:

"(55) provide for receipt and initial proc-
essing of applications of individuals for med-
ical assistance under subsections
(a)( 1OXA)(i)(IV), (a)( 10)(A)(i)(VI),
(a)(10)(A)(iXVU), or (a)(10)(A)(ii)(IX)—

"(A) at locations which are other than
those used for the receipt and processing of
applications for aid under part A of title IV
and which include faculties defined as dis-
proportionate share hospitals under section
1923(a)(1)(A) and Federally-qualified health
centers described in section 1905(l)(2)(B),

and
"(B) using applications which are other

than those used for applications for aid
under such part.".

(b) EFFECTIVE DATE—The amendments
made by subsection (a) apply to payments
under title XIX of the Social Security Act
for calendar quarters beginning on or after
July 1, 1991, without regard to whether or
not final regulations to carry out such
amendments have been promulgated by
such date.
SEC. 4424. pRESUMI'TIvE EUGIBILITY.

(a) EXTENsION OF PRESUMPTIVE ELIGIBIL-

ITY pERIOD—Section 1920 of the Social Se-
curity Act (42 U.S.C. 1396r-1) is amended—

(1) in subsection (b)(1)(B)—
(A) by adding "or" at the end of clause U),
(B) by striking clause (ii). and
(C) by amending clause (iii) to read as f 01-

lows:
"(11) in the case of a woman who does not

file an application by the last day of the
month following the month during which
the provider makes the determination re-
ferred to in subparagraph (A), such last day;
and"; and

(2) in subsections (c)(2)(B) and (c)(3), by
striking "wIthin 14 calendar days after the
date on which" and inserting "by not later
than the last day of the month following
the month during which".

(b) FLEX.IBIUTY IN APPUcATI0N.—Sectlon
1920(C)(3) of such Act (42 U.S.C. 1396r—

1(c)(3)) is amended by Inserting before the
period at the end the following: ", which ap-
plication may be the application used for
the receipt of medical assistance by Individ-
uals described in section 1902(l)(1)(AI'.

(c) EFFECTIVE DATES.—
(1) The amendments made by subsection

(a) apply to payments under title XIX of
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the Social Security Act for calendar quar-
ters beginning on or after July 1. 1991, wIth-
out regard to whether or not final regula-
tions to carry out such amendments have
been promulgated by such date.

(2) The amendment made by subsection
(b) shall be effective as If Included In the en-
actment of section 9407(b) of the Omnibus
Budget Reconciliation Act of 1986.
SEC. 4425 ROLE IN PATERNITY DETERMINATIONS.

(a) IN OENEaax-.—Section 1912(a)(1XB) of
the Social Security Act <42 USC.
1396k(a)(1XB)) is amended by Inserting
"the Individual is described In section
1902(IX1XA) or" after "unless (In either
case)". -

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall take effect on
the date of the enactment of this Act.
SEC. 4425 REPORT AND TRANSITION ON ERRORS IN

ELIGIBILITY DETERMINATIONS.
(a) REPORv.—The Secretary of Health and

Human Services shall report to Congress. by
not later than July 1. 1991. on error rates by
States In determining eligibility of Individ-
uals described In subparagraph (A) or (B) of
section 1902(l)(1) of the Social Security Act
for medical assistance under plans approved
under title XIX of such Aèt. Such report
may include data for medical assistance pro-
vided before July 1,. 1989.

(b) ERROR RATE TRANSIin0N.—There shall
not be taken Into account, for purposes of
section 1903(u) of the Social Security Act.
payments and expendjtures for medical as-
sistance which—

(1) are attributable to medical assistance
for individuals described In subparagraph
(A) or (B) of section 1902(l)(1) of such Act.
and

(2) are made on or after July .1, 1989. and
before the first calendar quarter that begins
more than 12 months after the date of sub-
mission of the report under subsection (a).

PART 4—NURSING HOME REFORM
PROVISIONS

SEC 4431. MEDICAID NURSING HOME REFORM.
(a) Nuasa AIDE TRAINING.—
(1) No COMPLIANCE ACTIONS BEFORE EFFEC-

TIVE DATE OF OUIDELINES.—The Secretary of
Health and Human Services shall not take
(and shall not continue) any action against
a State under section 1904 of the Social Se-
curity Act on the basis of the State's failure
to meet the requirement of section
1919(eX1XA) of such Act before the effec-
tive date of guidelines, issued by the Secre-
tary. establishing requirements under sec-
tion 1919(f)(2)(A)(U)(I) of such Act, if the
State demonstrates to the satisfaction of
the Secretary that it has made a good faith
effort to meet such requirement before such
effective date.

(2) CLARIFICATION OP ORACE PERIOD FOR
NURSE TRAINING OF flIDIVIDUAL5.—Section
1919(bXSxA) of the Social Security Act (42
U.S.C. 1396r(bxSxA)) is amended—

(A) by striking "for more than 4 months",
and

(B) by striking the period at the end and
Inserting a semicolon and the following:
"except that such requirement shall not
apply to an individual who has been used
(on a full-time, temporary, per diem., or
other basis) as a nurse aide for less than 90
days In any nursing facility.".

(3) CLARIFICATION OF NURSE AIDES NOT SUB-
TO CHARGES—Section

1919(fX2XA)(iv)(II) of such Act (42 U.S.C.
l396r(fX2XA)(ivXn)) is amended by insert-
ing after "nurse aide" the following: "who is
employed by (or who has entered Into an
employment agreement with) a facility".

(4) MODIFICATION OF NURSING FAcILITY DE-
P'ICIENCY STANDARDS—Section
1919(fX2XflXiji)(I) of such Mt (42 U.S.C.
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1396r(fX2XBXIII)(I)) Is amended to read as
follows:

"(I) offered by or In a nursing 'facility
which, wIthin the previous 2 years, has.op-
crated under a waiver under subsection
(b)(4XCXil) or has been subject to an ex-
tended (or partial extended) survey under
subsection (gX2)(B)(i), or".

(5) CLARIFICATION OF STATE RESPONSIBILITY
To DETERMINE COMPETKNCY.—Section
1919(fX2XB) of such Act (42 U.S.C.
1396r(f)(2XB)) is amended, In the second
sentence, by Inserting "(through subcon-
tract or otherwise)" after "may not dele-
gate".

(6) Eracvivz D—The amendments
made by this subsection shall take effect as
if they were included In the enactment of
the Omnibus Budget Reconciliation Act of
1987.

(b) PRZADMIS5ION SCREENINO AND ANNUAL
RESIDENT REvIEw.—

(1) No COMPLIANCE ACTION5 BEFORE EFFEC-
TIVE DATE OF OUIDKLINES.—The Secretary of
Health and Human Services shall not take
(and shall not continue) any action against
a State under section 1904 or section
1919(eX7XD) of the Social Security Act on
the basis of the State's failure to meet the
requirement of section 1919(e)(7XA) of such
Act before the effective date of guidelines,
Issued by the Secretary, establishing mini-
mum criteria under section 1919(f)(8XA) of
such Act, U the State demonstrates to the
satisfaction of the Secretary that it has
made a good faith effort to meet such re-
quirement before such effective date.

(2) CLARIFICATION WITH RESPECT To ADMIS-
SIONS AND READMISSION FROM A HOSPITAL—
Section 1919 of the Social Security Act (42
U.S.C. 1396r) is amended-.

(A) In subsection (bX3)(F), by striking "A
nursing facility" and by Inserting "Except
as provided In clauses (U) and (iii) of subsec-
tion (eX7XA), a nursing facility"; and

(B) In subsection (eX7)(A)—
Ci) by redesignating the first 2 sentences

as clause (i) with the following heading (and
appropriate Indentation):

"Ci) IN GENEa&i.—", and
(ii) by adding at the end the following:
"(U) CLARIFICATION WITH RESPECT To CER-

TAIN 'RzADMISSIoNs.—The preadnilsslon
screening program under clause (I) need not
provide for determinations In the case of
the readznlssion to a nursing facIlity of an
Individual who, after being admitted to the
nursing facility, was transferred for care In
a hospitaL

"(Ill) EXCEPTION FOR CERTAIN HOSPITAL DIS-
cHARGES—The preadmission screening pro-
gram under clause (i) shall not apply to the
admission to a nursing facility of an Individ-
ual-

"(I) who is admitted to the facility direct-
ly from a hospital after receiving acute In-
patient care at the hospital,

"(II) who requires nursing facility services
for the condition for which the Individual
received care In the hospital, and

"(III) whose attending physician has certi-
fied, before admission to the facility, that
the individual is likely to require less than
30 days of nursing facility services.",

(3) Dm IN APPLICATION To PRIVATE PAY
RESIDENTS—

(A) IN GENERAL—Section 1919(eX7) of
such Act (42 U.S.C. 1396r(eX7)) is amend-
ed-

Ci) in subparagraph (A), as amended by
paragraph (2)(B) of this subsection—

(I) in clause (I), by inserting "except as
provided in clause (iv)," after "January 1,
1989,", and

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

'(iv) DELAY IN APPLICATIOIc OF PREADMIS-
SION SCREENING FOR PRIVATE PAY RESIDENTS.—
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In the case of an individual who, at the time
of admission to a nursing facility, is not en-
Utled to benefits under this title, the pread-
mission screening requirements of this sub-
paragraph shall not apply until such time as
the resident is so entitled and, in such case.
the preadmission screening requirements
Shall apply as of the end of the day follow-
Ing the date on which the individual is de-
termined to be so entitled. The previous sen-
tence shall not be construed as prohibiting a
State from imposing such a preadmisslon
screening requirement with respect to indi-
vlduals not so entitled at the time of adinis-
sion."; and

(U) in subparagraph (B)—
(I) in clauses (i) and (ii), by Inserting

."except as provided in clause (iv)," after
"AprIl 1, 1990," each place it appears,

(II) in clause (iiiXIII), by inserting ",
except as provided in clause (iv)" after
"April 1, 1990", and

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

"(iv) DELAY IN APPLIcATION OF ANNUAL RESI-
DENT REVIEW FOR PRIVATE PAY RE5IDENTS.—Ifl
the case of an individual who, at the time of
admission to a nursing facility, is not enti-
tled to benefits under this title, the annual
resident review requirements of this sub-
paragraph shall not apply until such time as
the resident is so entitled. The previous sen-
tence shall not be construed as prohibiting a
State from imposing such an annual resi-
dent review requirement with respect to in-
dividuals not so entitled at the time of ad-
mission.".

(B) No copijjqc ACTION FOR PREVIOUs
NoNCoMPLIANCL—T - Secretary of Health
and Human Services may not impose any
sanction against a State under Section 1904
or section 1919(eX7)(D) of the Social Securi-
ty Act due to the State's failure to comply
with the preadmlssion screening require-
ments of section 1919(e)(7XA) of such Act
Insofar as such requirements applied with
respect to individuals not entitled to bene-
fits under title XIX of such Act at the time
of their admission. -

(4) DENIAL OF PAYMENTS FOR CERTAIN RESI-
DENTS NOT REQUIRING NURSING FAcILITY 8ERV-
ICES.—Section 1919(eX7) of such Act (42
U.S.C. 1395r(e)(7)) is amended—

(A) in subparagraph CD)—
Ci) in the- heading, by striking "wHma

FAILURE To CONDUCT PREADMISSION 8CR-
ING",

(ii) by designating the first sentence as
clause (i) with the following heading (and
appropriate Indentation):

"(I) FoR FAILURE To CONDUCT PREADMISSION
SCREENING OR ANNUAL REvIEw.—", and

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

"(U) FOR CERTAIN RESIDENTS NOT REQUIRING
NURSING FACILITY LEVEL OF sERVICES—No
payment may be made under section 1903(a)
with respect to nursing facility services fur-
nished to an Individual (other than an indi-
vldual described In subparagraph (C)(i))
who does not require the level of services
provided by a nursing facility."; and

(B) in subparagraph CE), by striking "the
requirement of this paragraph" and insert-
ing "the requirements of subparagraphs (A)
through (C) of this paragraph".

(5) No DELEGATION OF AUTHORITY To CON-
DUCT SCREENING AND REvIEwS—Section 1919
of such Act is further amended—

• (A) in subsection (b)(3)(F), by adding at
the end the following:
"A State mental health authority and a
State mental retardation or developmental
disability authority may not delegate (by
subcontract or otherwise) their responsibil-
ities under this subparagraph to a nursing
facility (or to an entity that has a direct or
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indirect affUlatkn or relationship with such
a facility)."; and

(B) In suiect1on (eX7RB), as amended by
paragraph (3XAXli) of this subsection, by
adding at the end the following new c1aie:

"(v) Roa[BrrIoN 0? D5LATIO$.-A State
mental health authority, a State mental re-
tardation or developmental disability au-
thority, and a State may swt delegate (by
subcontract or otherwise) their responsibil-
Lt.iea under this subparagraph to a nursing
facility (or to an entity that has a direct or
Indirect affiliation or relationship with such
a facility).'.

(8) ANNUAL REPORTS.—
(A) STATE REpORTS.—SectlOn 1919(eW7MC)

of such Act (42 U.S.C. 1398r(e)(7)IC)) is
amended by adding at the end the following
new clause:

'(lv) ANNUAL REPORT.—EaCh State shall
report to the Secretary annually concerning
the number and disposition of residents de-
scribed In each of clauses (11) and (ill).".

(B) SECRETARIAL RZp0RT.—SectIon 4215 of
the Omnibus Budget Reconciliation Act of
198'T is amended by adding at the end the
following new sentence: "Each such report
shall also include a summary of the tafor-
mation reported by States under section
1919(e)(7)(CRlv) of such ACt..

(1) REVISION 0? ALTERNATIVE DISPOSITION
rLARs.—Sectlon 1919(e)(7XE) of the Social
Security Act (42 U.S.C. 1396r(eX7)(E)) is
amended by adding at the end the follow-
ing: "The State may revise such an agree-
ment, subject to the approval of the Secre-
tary, before October 1, 1991, but only If,
under the revised agreement, all residents
subject to the agreement who do not require
the level of services of such a facility are
discharged from the facility by not later
than April 1, 1994.".

(8) D'nnTIo1' 0? TALLY ILL—Section
1919(eX7XOXI) of. such Act (42 US.C.
l396rteX7XGXi)) is amended by striking
"primary or secondary" and all that follows
through "3rd edition)" and inserting "seri-
ous mental Illness (as defined by the Serve-
tary)".

(9) SUBSTITUTION 0? "SPIALI SERV-
scm" FOR "ACTPJS yRsATwncr".—Sections
1919(bX3XF) and 1919(e)(7) of such Act (42
U.S.C. 1396r(b)(3XF), 1398r(e)(7)) are each
amended by striking "active treatment" and
ACTIVE TREATMEN'T" each place either ap-

pears and Inserting "specialized services
and "sPacui.I sssvicss", respectively.

(10) EFPECTIVE DATYS.—
(A) IN GENERAL—Except e.s provided In

subparagraph (B). the amendments made
by this subsection shall take effect as If
they were included in the enactment of the
Omnibus Budget Reconciliation Act of 1981.

(B) Excxp'riow.—The amendments made
by paragraphs (3). (5), (7), and (9) shall take
effect on the date of the enactment of this
Act, without regard to whether or not regu-
latlons to Implement such amendments
have been promulgated.

(c) ENFORCEMENT PROCESS.—The Secretary
of Health and Human Services shall not
take (and shall not continue) any action
against a State under section 1904 of the
Social Security Act on the basis of the
State's failure to meet the requirements of
section 1919(hX2) of such Act before the ef-
fective date of guidelines, issued by the Sec-
retary. regarding the establishment of reme-
dies by the State under such section, II the
State demonstrates to the satisfaction of
the Secretary that it has made a good faith
effort to mcet such requirements before
such effective date.

(d) SurERvISION OF HEALTH CARE OF Rrss-
DENTS OF Nussuic PACILITIsS NT NURSE
PaAcrITIowts Aim Cuincai. Nurse SPEcLAL-
sam ACTUW IN COLLABORATION WITH PHYSI-
CIANS.—

(1) 1w OENERAL.—.Section 1919(bX6XA).Of
such Act 42 U.S.C. 1398r(b)(8XA)) Is

amended by Inserting "(or, at the option of

a State, under the supervision of a nurse
practItioner or clinical nurse specialist who
f not an employee of the facility but who is
working In collaboration with a physician)"
after "physician".

(2) EFFacTIVE DATE.—The amendment
made by paragraph (I) applies with respect
to nursing facility services furnished on or
after October 1, 1990, withOut regard to
whether or not final regulations to carry
out such amendment have been promulgat-
ed by such date.

(e) OTHER A.iaEIjDMEitTS.—
(1) AssURANcE OF APPROPRIATE PAYMENT

AMoUNTS.—
(A) IN GESrEP.AI,.—SeCtion 1902(aX13XA) of

the Social Security Act (42 U.S.C.
1396a(a)(I3XA)) is amended by inserting
"(inClUding the costs of services required to
attain or maintain the highest practicable
physical, mental, and psychosocial well-
being of each resident eligible for benefits
under this title)" after "take Into account
the Costs".

(B) DETAILS IN ptaN ENuwxIcr.—Section
4211(bX2) of the Omnibus Budget Reconcil-
iation Act of 1987 is amended by Inserting
after the first sentence the following: "Each
such amendment shall include a detailed de-
scription of the specific methodology to be
used In determining the appropriate adjust-
ment In payment amounts for nursing facili-
ty services.".

(2) DISCLOsURE OP IIYORMATIOS OF QUAL-
ITY ASSESSMENT AND ASSURANCE COMMIT-
Tam—Section 1919(b)(IXB) of the Social
Security Act (42 U.S.C. 1396r(bXIXB)) is
amended by adding at the end the following
new sentence: "A State or the Secretary
may not require disclosure of the records of
such committee except Insofar as such dis-
closure is related to the compliance of such
committee with the requirements of this
subparagraph.".

(3) PERIOD FOR RESIDENT AssussuEN'r.—Sec-
tion 1919(b)(3)(C)(i)(I) of such Act (42
U.S.C. 1396r(b)(3)(CXI)(I)) is amended by
strikIng "4 days" and InsertIng "14 days".

(4) CLARIFIcATION or RESPON5ISILITY FOR
sERvicEs FOR MENTALLY ILL MiD MENTALLY RE-
TARDED REsIDENTS—Section 19 19( b)(4)(A) of
such Act (42 U.S.C. 1396r(b)(4)(A)) is

amended—
(A) by striking "and" at the end of clause

(v),
(B) by striking the period at the end of

clause (vi) and Inserting "; and", and
(C) by inserting after clause (vi) the fol-

lowing new clause:
"(vii) treatment and services required by

mentally ill and mentally retarded residents
not otherwise provided or arranged for (or
required to be provided or arranged for) by
the State.".

_____

() CLARIFICATION OF RXTL1 OF STATE
WAIVER AUTH0RITY.—Section
1919(b)(4)(CXii) of such Act (42 U.S.C.
1396r(b'(4XCXII)) is amended by striking "A
State', and all that follows through "a facili-
ty if" and Inserting 'To the extent that a
facility is unable to meet the requirements
of clause (i), a State may waive such re-
quirernents with respect to the facility if'.

(6) ClARIFICATION 0? DEFINITION 07 NURSE
An,E.—Section 1919(b)(5XF)(i) of such Act
(42 U.S.C. 1396r(b)(5XF)(i)) is amended by
striking "tO))." and inserting "(0)) or areg-
istered d.ieticlan.".

('7) CLARIFICATION OF REQUrRTS FOR
SOCIAL SERVICES s'rsiv.—SectIOn 1919(b)(7) of
such Act (42 U.S.C. 1396r(bX7)) is amended
by striking "one social worker" and all that
follows and Inserting the following: "one In-
dividual employed full-time to provide or
assure the provision of social services who—
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"(A) is a social worker with at least a
bachelor's degree in social work or similar
professional qualifications; or

"(B) Is provided with on-going consulta-
tion and assistance In providing such serv-
ices by a social worker (with the qualifica-
tions described in subparagraPh (A)) em-
ployed by the facility.".

(8) CHARGES APPLIcABLE IN CA5S OF CER-
TArN MEDICAID-ELIGIRLE !NDIVTDUAI.S.—

(A) IN GgwmtAL._Section 1919(c) of such
Act (42 U.S.C. 136r(c)) is amended—

(I) by redesigflatlflg paragraph (7) as para-
graph (8). and

(ii) by inserting after paragraph (6) the
following new paragraph:

"(1) LIMITATION ON CHARGES IN CASE OF

MEDICAID-ELIGIBLE INDIVIDUA.LS.
"(A) IN CENERAL.—A nursing facility may

not impose charges, for certain medicaid-eli-
gible individuals for nursing facility services
covered by the State under its plan undcr
this title, that exceed the payment amounts
established by the State for such services
under this title.

"(B) CERTAIN MEDICAID IWDIVIDIJAI-S DE-

FINED-—In subparagraph (A), the term 'cer-
tain medicaid-eligible individual' means an
individual who Is entitled to medical assist-
azwe for nursing facility services In the facil-
ity under this title but with respect to
whom such benefits are not being paid be-
cause, In determining the amount of thc in-
d.ividUBl'S income to be applied monthly to
payment for the costs of such services, the
amount of such Income exceeds the pay-
ment amounts established by the State for
such services under this title.".

(B) ErFECTIVE oA'rE.—The amendments
made by subparagraph (A) shall take effect
on the date of the enactment of this Act,
without regard to whether or not regula-
tions to Implement such amendments have
been promulgated.

(9) Rx5WENT5' RIGHTS TO RtYUSE LNTRAFA-

CILITY TRANSFERS TO MOVE TEE RESIDENT

To A MIDICARE.QUAI.11ED PORTION—Section

1919(C)(1)(A) of such Act (42 U.S.C.
1396r(C)(1)(A)) is amended—

(A) by redesignating clause (x) as clause
(xi) and by Inserting after clause (ix) thc
following new clause:

"(a) REFUsAL or CERTAIN TRANsFERs—The
right to refuse a transfer to another room
within the facility, if a purpose of the trans-
fer is to relocate the resident from a portion
of the facility that is not a skilled nursing
facility (for purposes of title XVIII) to a
portIon of the facility that is such a skilled
nursing facility."; and

(B) by adding at the end the following: -'A
resident's exercise of a right to refuse trans
fer under clause (x) shall not affect the rgsi
dents eligibility or entitlement to medica
assistance under this title or a State's enU-

tiement to Federal medical assistance undel
this title with respect to ser.ices furnishCC

to such a resident.".
(10) RxsraENTh' RIGHTS REGARDING ADVANCI

DIRECTIVES—Section 1919(c)(1) of such Act
(42 U.S.C. 1396r(c)(l)), as amended by para
graph (9), is amended—

(A) In subparagraph (A)—
(i) by redesigna,tlng clause (xl) as c1aus

(xli), and
(Ii) by inserting after clause (x) the follow

Ing new clause:
"(xl) ADVANCE DIREcTIvEs—The right iz

compliance by the facility with the provi
sions of an advance directive.": and

(B) by adding at the end the followilu
new subparagraph:

"(E) DEYINITION.—Ifl this paragraph, th
term 'advance directive' means a written in
struction. such as a llv1n will or durabli
power of attorney for health care. recog
sized under State law and relatir,g to th
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provision of such care when the Individual is
Incapacitated.".

(11) RESIDENT ACCESS TO CLINICAL
RzcopDs.—Section 1919(c)(1)(A)(iv) of such
Act (42 U.S.C. 1396r(c)(lxAXiv)) is amended
by Inserting before the period at the end
the following "and to access to current din-
ca1 records of the resident promptly upon
request by the resident".

(12) INCLUSION OF STATh NOTICE OF RIGHTS
iw rAciLrry NOTICE op RIGHT5.—Section
1919(cX1XB)(ii) of such Act (42 U.S.C.
1396r(cXl)(B)(if)) is amended by Inserting
"Including the notice (U any) of the State
developed under subsection (eX6)" after "In
such rights)".

(13) RovA1 0? DUPLICATIVE REQUIRZMNT
POR QUALIFICATIONS 0? NURSING HOME ADMIN-
IsTRAT0RS.—Effective October 1, 1990—

(A) paragraph (29) of section 1902(a) of
the Social Security Act (42 U.S.C. 1396a(a))
is repealed., and

(B) section 1908 of such Act (42 U.S.C.
1396g) is repealed.

(14) CLARIFICATION 0? NURSE AIDE REGISTRY
REQUIp.EMgriis.—8ection 1919e)2 of such
Act (42 U.S.C. 1396r(e)(2)) is amended—

(A) In subparagraph (A), by striking the
period and Inserting the following: ",or any
individual described In subsection
(fX2XB)(ll) or In subparagraph (B) or (C) of
section 6901b)(4) of the Omnibus Budget
Reconciliation Act of 1989.' and

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

"(C) PROHIBITION AGAINST CHAJIGES.—A
State may not Impose any charges on a
nurse aide relating to the registry estab-
lished and maintained under subparagraph
(A).".

(15) CLARIFICAr1ON ON FINDINGS OF NE-
GLECT.—Section 1919g)UXC) of such Act
(42 U.S.C. 1396r(gXl)(C)) is amended by
adding at the end the following: "A State
shall not make a finding that an individual
has neglected a resident U the Individual
demonstrates that such neglect was caused
by factors beyond the control of the Individ-
uaL".

(16) TIMING OF PUBLIC DISCL0SUU OF
SURvZy H.TSULTS.—SeCtjon 1919(g)( 5)(A)i) of
such Act (42 U.S.C. 1396r(g)5)Axi)) is
amended by striking "deficiencies and
plans" and Inserting 'deficiencies, within 14
calendar days after such Lniormation is
made available to those facilities, and ap-
proved plans".

(17) DxAL Or PAYMZIrT 0? LEGAL YZES FOR
FRIvOLOUS LITIGA1oN—8ection 1903(i) of
such Act (42 U.S.C. 1396bW), ft8 amended by
section 4401(a)(1)(B) of this title, is amend-
ed-

(A) by striking 'or" at the end of para-
graph (9);

(B) by strtklng the period at the end of
paragraph (10) and Inserting or"; and

(C) by Inserting after paragraph (10) the
followtng new paragraph:

(11) with respect to any amount expend-
ed to reimburse (or otherwise compensate) a
nursing facility for payment of legal ex-
penses associated with any action Initiated
by the facility that is dismissed on the basis
that no reasonable legal ground existed for
the Instftution of such action."

(18) Emcriv DATES.—The amendments
made by this subsection (other than by
Paragraphs (8) and (13)) shall take effect as
U they were included in the enactment of
the OmnIbuE Budget Reconciliation Act of
1987.

PART 5—MISCELLANEOUS
Subpart A—Piymente

SEC. 4141. STATE MEDICAID MATCHING PAYMENTS
THROUGH VOLuNTARY CONTRIBU.
TIONS AND STATE TAXES.

(a) VOLUNTARY CoRIBTJTxóNs.—8tion
1902 of the Social Security Act (42 U.S.C.
1396a) is amended by adding at the end the
followtng new subsection:

"(s)(1XA) Subject to subparagraphz (B)
and (C), ftnancial participation described in
subsection (aX2) may include the applica-
tion of private funds donated by hospitals
to, and subject to the unrestricted control
of, the State.

"(B) Financial participation—
"(i) may not include donations to the

extent their aggregate amount exceeds in
any Federal fiscal year 10 percent of the
non-Federal portion of expenditures under
the plan in the year, and

"(ii) may not include donations made by,
or on behalf of, or with respect to, any par.
ticular hospital, to the extent that their ag-
gregate amount in an annual cost reporting
period exceeds 10 percent of the gross reve-
nues of the hospital (not taking into ac-
count any Federal revenues under this title
or under title V or title XVIII).

"(C) For purposes of this paragraph, the
fact that a hospital may receive some bene-
fit from a transfer of funds to a State shall
not prevent the transfer from being treated
as the donation of funds, unless the amount
of benefit to the hospital is directly related,
in timing and amount, to the timing and
amount of the transfer.".

(b) STATE T*.x CONTRIBtrrT0N5.—Section
1902(s) of Such Act, added by the amend-
ment made by subsection (a), is amended by
adding at the end the following new para-
graph:

"(2) NothIng in this title (including sec-
tIons 1903(a) and 1905(a)) shall be construed
as authorizing the Secretary to deny or
limit payments to a State for expenditures.
for medical assistance for items or services,
attributable to taxes (whether or not of gen-
eral appilcability) Imposed with respect to
the provision of such items or services.".

(c) EP'YEcrIv DATKS.—
(1) VOLUNTARY CONTRIBUTION—The

amendment made by subsection (a) Shall
apply to funds donated on or after January
1, 1991.

(2) STATI TAX CONTRIBUTION-_The amend-
ment made by subsection (b) sha1 take
effect on January 1, 1991.
SEC. 4442. DISPROPORTIONATE SHARE HOSPITALS:

COUNTING OP INPATIENT DAYS AND
TREATMENT OP CAPITAL PASS-
THROUGHS.

(a) C1.MtIrIcAr1oN 0? MZDIcAJD DI8PROP0R-
TIONAT SHARE ADJUSTMENT CA.LCtyLAfloN.—
Section 1923(b)(2) of the Social Security Act
(42 U.S.C. 1396r-4(b)(2)) is amended by
adding at the end the followtng new 8en-
tence: "In this paragraph, the term 'inpa-
tient day' includes each dAy in which an in-
dlvidual (including a newborn) is an inpa-
Uent in the hospital, whether or not the in-
dlvldual is in a speciUzed ward and whether
or not the individual remains in the hospital
for lack of suitable placement elsewhere",

(b) FEDERAL FINANCIAL PARTICIPATION FOR
MEDICAID CpnA1. PAyrr5.—8ection
1902(h) of such Act (42 U.S.C. 1396a(h)) is
amended by inserting "(including pass-
through payments for capital costs)" after
"payment adjuEtments".

(c) Errwrxv DATKS.—
(1) CLARIFICATION OF LNPATIENr DAY5.—The

amendment made by subsection (a) shall
take effect on July 1, 1990.

(2) FEDERAL FINANCIAL PARTIC!PATI0N.—The
amendment made by 8ubsection (b) shall be
effective as U included in the enactment of
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the Omnibus Budget Reconciliation Act of
1981.

SEC. 4443 DISPROPORTIONATE SHARE HOSPITALS:
ALTERNATIVK STATE PAYMET Al)-
JU8TMENTS AND SYSTEMS.

(a) ALItRKATIVE STAfl PAYMTT ADJUST.
MZNTS.—Section 1923(c) of the Social Securi-
ty Act (42 U.S.C. 1396r-4(c)) is amended—

(1) by Btzlking "or" at the end of para-
graph (1):

(2) by adding 'or" at the end of paragraph
(2); and

(3) by Inserting after paragraph (2) the
following new-paragraph:

"(3) provIde for a minimum Specified addi-
tional payment amount (or increased per-
centage payment) based on a formula that
takes into account the characteristics of pa-
tients of categories of disproportionate
share hospitals in the State and that does
not take into account (and is not related in
timing or amount to) the amount or timing
of any voluntary contribution directly or in-
directly by such a hospital:".

(b) CLARIFICATION or SPECIAL RUU FOR
STATh USING HEALTH INsURING ORGANIZA-
1oN.—SectIon 1923(e)(2) of such Act (42
U.S.C. 1396r-4(eX2)) is amended by striking
"during the 3-year period".

(C) EFncTIvE DAr.—The amendments
made by this section shall take effect as if
included in the enactment of section
412(aX2) of the Omnibus Budget Reconcili-
ation Act of 1987.
SEC. 4444. DISPROPORTIONATE SHARE HOSPITALS

MINIMUM PAYMENT ADJUSTMENT
FOR CERTAIN HOSPITALS.

Section 1923 of the Social Security Act (42
U.S.C. 1396r-4) is amended—

(1) in subsection (c) by striking 'In order"
and Inserting 'Except as provided in subsec-
tion (f), in order": and

(2) by adding at the end the following new
subsection

'(f) MINIMUM PAYMENT ADJUSTMEWr FOR
CERTAIN HOSPITALS.—

"(1) AMOUNT OF PAYMENT.—In the case of a
hospital described in paragraph (2), the ap-
propriate increase in the rate or amount of
payments required under subsection
(aX1XB) shall be equal to at least one-half
of the amount paid under the State plan to
the hospital for operating costs for inpa-
tient hospital services (of the kind described
in section 188&aX4)), except that the aggre-
gate payments made to such a hospital by a
State during a fiscal year under the plan
may not exceed the reasonable costs to such
hospital of providing inpatient and outpa-
tient hospital services to individuals eligible
for benefits under this title during the year.

"(2) DescRiPTIoN 0? H05PITAL—A hospital
described in this paragraph is a hospital
that—

"(A) is a nonprofit, private entity which is
not a teaching hospital;

"(B) has a medicaid inpatient utilization
rate (as defined in subsection (b)(2)) of at
least 45 percent;

"(C) hM a private pay utilizatton rate (as
defined in paragraph (3)) of not more than
8 percent; and

"(D) is located in a health manpower
shortage area (as defined in section 332 o
the Public Health Service Act) in a State
which had s waiver approved and in effect
under section 1915bX4 as of the date of
the enactment of this subsection.

"(3) Dpnrnoq.—In paragraph (2)(C), the
term 'private pay utilization rate' means, for
$ hospital, a fraction (expres8ed as a per-
centage), the numerator of which is the hos-
pital's number of inpatient days attributa.
ble to patients who (for such days) have pri-
vate third party coverage of health benefits
in a period, and the denominator of which is
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the total number of the hospital's inpatient
yslnthatperlnd.".

(b) cONFORMING AXZNDMNNT.—SeCtlofl
123(bX2) of such (42 U&C. 1$9r-
4thX2)) Is amended by striking "UXA)" and
inserting "U)(A) and subsection (f)",

"(C) ryumtU DaYL—The amendments
made by this section ahafl apply Lo calendar
quarters beginning on or after January L,
l9t. and befoie October 1. 1293, without
regard to whether or not regulatloim to he-
pisment aimli amendments ham been pro-
niulgated by such date.
U. 4445. 7Ws&AU.Y.QUAUflm HEALTn N-

TERa
(a) Q,AaUIcaTioii Or UsE 07 ManIc?.RE

.MgvnoDowGY.—SectIOfl
1902(aX13)(E) of the Social Security Act (42
U.S.C 1396a(aX13XE)) Is amended—

(1) by striking 'may prescribe" the first
place it appears and Inserting presmIbes'.
and

(2) by striking 'on such tests of reason-
ableness as the Secretary may prescribe In
regulations under this subparagraph" and
inserting "on the same methodology used
under section 1833(a)(3)".

(b) MINIMUM PAYMENT R.arss sr HEALTH
MAIWUNANcE ORGI2nZATIONS.—SOCt&Ofl
1903(m)(2)(A) of such Act (42 U.S.C
1396b(mX2XA)) Is amended—

(1) by striking "and" at the end of clause
(vU).

(2) by striking the period at the end of
clause (VIII) and Inserting ", and', and

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

"(ix) such contract provides, In the case of
an entity that Is a Federally-qualif led
health center or that provides for services
through arrangements with such a center,
that (I) rates of rcptymeflt from the State
are sdfusted to reflect fully the rates of pay-
ment specified in section 1902(aXISXE), and
(fl) payments made by the entity to such a
center for services described In 1905ta)(2XC)
are made at the rates of payment specified
in section 1902(aXl3)(E).".

(c) LARmcATIOI! IN TREATnENT OF OUTPA-
1151s.—Sectlon 1905(1X2) of such Act (42
U.S.C. 1396d(1X2)) Is amended—

(1) In subparagraph (A), by striking "out-
patient" and inserting "iaUent (other than
an inpatient)", and

(2) In subparaçaPb (B), by striking "fanfi-
Ity" and Inserting "entIty'.

(d) TRsanwT or Iuaia Tiiam.-The
first sentence of section 1905(IX2XB) of
such Act (42 U.&C. 1394d(IX2XB)) Is
amended-

U) by striking the period at the end and
Inserting a ima. and

(2) by adding, after and below clause (ii),
the followlng
"and Includes an outpatient health program
or facility operated by a tribe or tribal orga-
nization under the Indian Self-Determina-
tion Act (Public Law 93-438).".

'e) Tscasicsi. Coaaucriow.—8ectlOn 9402
of the Omnibus Budget Reconciliation Act
of 1989 is amended—

(1) by striking subsection (C), and
(2) by amending subsection (d) to iead as

follows:
'(c) ErixcTivz DArL—The amendments

made by this section (except as otherwise
provided In such amendments) shall take
effect on the date of the enactment of this
Act,".

(f) EmcTtvs DArL—Ilie amendments
made by this section shall be effective as If
Included In the enactment of the Omnibus
Budget Reconciliation Ant of 1989,
SIC. 4415. UO'ICH VAYT4EYII'S.

(a) In OENsaiu..—Seetlon 1*05(o)(3) of the
SøcIal Security Act (42 U.S.C. 1326d(oX3)) In
amended—

() by strlklflg 'a State which elects and
all that follows through 'wIth respect to"
the first place Itappear!,

(2) by striking 'k1lled nursing or interme-
diate care facility" In subparngraPhs (A)
and (C) and Irnerthtg "nursing facility or in-
tennedlate are faelhlty for the mentally re-
taMed";

(3) by striking "the amounts allocated
under the plan for room and bosJ'd In the
facility. In scccrdance with the rates estab-
lished under section 1902(a)(13)," and In-
serting "the additional amount described In
section 1902(aX13XD)", and

(4) by striking the last sentence.
(b) EmcTIvE D*rs.—The amendments

made by subsection (a) shall be effective as
If Included In the amendments made by sec-
tion 640&c)(1) of the Omnibus Budget Rec-
onciliation Act of 1989.
SEC. 4441. UM1TATIONS ON DISAU.OWMKa 0?

CERTAIN INPATIENT PSYOUATEK
hOSPITAL SERVICSS.

(a) is Gmu—The Secretary of Health
and Human SeMoes may not disallow or
deleg Federal financial participation under
section 1903(a) of the Social Security Act
for Inpatient psychiatric hospital services
for Individuals under age 21 under para-
graph (16) of section 1905(a) of such Act in
a State in which the Inspector General of
the Department of Health and Human Serv-
ices has Initiated or oomplet.ed reviews or
audits of such services (but for which serv-
ices the SecretarY has not Issued a disallow-
ance notice) as of October 11, 1990, on the
ground that the facilities In the State did
not meet the requirement of section
1905(hXl)(B)Ul) of such Act, except as pro-
vided In subsectIon (b).

(b) LIMITATIONS ON DOWAIICL—Wlth
respect to services described in subsection
(a)—

(1) the Secretary may disallow or defer
Federal financial participation only for sen'
Ices provided to an Individual eligible under
title XIX of the SocIal Security Act before
the date the facility Is able to document
(through plan of care or utilization review
procedures) that the services in the facility
on an Inpatient basis are necessary (as de-
scribed in section 1905(hX1XBXII) of the
Social Security Act);

(2) the Secretory may disallow or defer
Federal financial participation only for serv-
ices for which facilities In the State did not
meet the requirement of section
1905(hXl)(B)(il) of such Act during the 3-
year period endinE on the date an audit Is
Initiated with respect to such servlces and

(3) the disallowance of Federal financial
participation during the period In which the
requirement of section 1905(hXlXBXIi) of
such Act was not met by facilitIes in the
State with respect to such services may not
exceed 25 percent of the amount of the dis-
allowance that would otherwise be made in
accordance with this section.
tel E rivzza.—ThlS section shall

apply to disallowance actions that are pend-
ing or for which there has not been a final
ndIctal decision as of the date of the enact-
ment of this Act.
SEC. 4418. TREATMENT 07 INTEREST ON INDL'A

SMSAU-OWANCE.
With respect to any- disallowance of Fed-

eral financial participation under section
1903(a) of the Soda) Security Act for inter-
mediate care facility services, intermediate
care facility services for the mentally re-
tarded, or skilled nursing facility services on
the ground that the facilities in the State of
Indiana were not certified In accordance
with law during the period beginning June
1, 1982, and ending September 30, 1984. pay-
ment of such disallowance may be deferred
without Interest that would otherwise
accrue without regard to this subsection.

October 16, 19.90

until every opportunity to appeal has been
exhausted.

Subpart —.€iig*blIity aad C.vcrage

SIC 4151 PROVIDING PEDEItAL MEDICAL ASSIST
ANCE £01 PAYMENTS POE PREMIUSTS
l'OS "COIlRA aWnNIJA11ON COVER-
AGE WHERE COST EFFHCTIVE.

(a) OPTIONAL PAYMENT or COBRA Pamu-
UMS FOR QUALIFIED COBRA C0IITflWATION
BnenICIARIES.—&ctIOfl 1902 of the Social
Security Act (42 U.S.C 1396a) Is amended—

(1) in subsection (aRlO)—
(A) by striking 'and" at the end of sub-

paragraph (D),
(B) by adding 'and" at the end of sub-

paragraph (B),
(C) by inserting after subparagraph (B)

the following new subparagraph:
"(F) at the option of a State, for making

medical assistance available for COBRA
premiums (as defined in subsection (ti(2))
for qualified COBRA continuation benefici-
aries described in section 1902(t)(1);", and

(D) In the matter following subparagraPh
(B), by striking 'and' before "(X)" and by
Inserting before the semicolon at the end
the follow1nW ", and (XI) the medical assist-
ance made available to an individual de-
scribed In subsection (t)(1) who Is eligible
for medIcal assistance only because of sub-
paragraph (F) shall be limited to medical as-
sistance for COBRA continuation premiums
(as defined in subsection (tX2))"; and

(2) by adding after the subsection added
by section 4441(a) the following new subsec-
tion:

'(t)( 1) indivIduals described in this para-
graph ire individuals—

'(A) Who are entitled to elect COBRA
continuation coverage (as defined in para-
graph (3)),

"(B) whose income (as determined under
section 1612 for purposes of the supplemen-
tal security Income program) does not
exceed 100 percent of the official poverty
line (as defined by the Office of Manage-
ment and Budget, and revised annuaUy in
accordance with section (113(2) of the Omni-
bus Budget ReconcilIatiOn Act of 1981) ap-
plIcable to a family of the size involved,

"(C) whose resources (as determined
under sectIon 1813 for purposes of the sup-
plemental security income program) do not
exceed twice the maximum amount of re-
sources that an individual may have and
obtain benefits under that program, md

'(D) with respect to whose enrollment for
COBRA continuation coverage the State
has determined that the savings in expendi-
tures under this title resultIng from such
enrollment is likely to exceed the amount of
payments for COBRA premiums made.

'(2) For purposes of subsection (a)(1O)(F)
and this subsection, the term 'COBRA pre-
miums' means the applicable premium Im-
posed with respect to COBRA continuation
coverage.

"(3) In this subsectIon, the term COBRA
continuation coverage' means coverage
under a group health plan provided pursu-
ant to title XXII of the Public Health Serv-
ice Act, section 4980B of the Internal Reve-
nue Code of 1986, or title VI of the Employ-
ee Retirement Income Security Act of 1914

"(4) NotWtthStafldlflE subsection (alill),
for Individuals described in paragraph (1)
who are covered under the State plan by
virtue of subsection (5X1OXAXiiXXI)—

"(A) the Income standard to be applied Is

the income standard described in paragraph
(11(B), and

"(B) except as provided In section
1612(b)(4XBX11). costs incurred for medical
care or for any other type of remedial care
shall not be taken into account in determin-
ing income.
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Any different treatment protrldisf tinder this
paragraph for such. individuals shall not, be-
cause of subsection (a)(IO)(B.)or (a)(l7), se-
qulre or permit such treatment for other In-
dMduals.

(b) CONFORMING AMEDMENT.-_SiOII
1905(a) of such Act (42. U.8.C 1396d(a)) is
amended—

(1) by striking "or" at the end of clause
(viii),

(2) by adding "or' at the end of clause
(ix), and

(3). by Inserting after clause (Th) the fol-
lowing new clause:

'(x) individuals, described In section
1902t)( 1),".

(c) Erncrrvs DArn—The amendments
made by this section. shall apply to medical
assistance furnished on or after January 1,
1993.
SEC. 45Z. rnovisros RELkTNG. TO SPOUSAL 151.

POVERISI5MF,NT.

(a) CLARIFICATiON OF NON-APPUCAII0N op
SmIs COMMUNITY PROPERTY Lisws.—Section
1924'b)(2) of the Social Security Act (42
U.S.C. 1396r-5(b)2 is amended in. the
matter preceding subparagraph (A) by strik-
ing "spouse," and inserting "spouse for pur-
poses of tills section,".

(b) Cz.*amcarsoe OF Ta.ursy or Ra-
souRcEs ro COMMUNITY SPOU5r.—Section
1924(fXl) of such Act (42 U.S.C. l396r-
5(f)(1)) is amended by striking "section
1917" and inserting "section 1917(c)(IY',.

(c) CLARIFICATION 07 PeRIOD or CONTINU-
OUS ELIGIBILITY.—..&Ction 1924(c)(1) of such
Act (42 U.S.C. 1398r-1(.cXl)) is amended by
striking "the beginning of a continuous
period of institutionalization, of the institu-
tionalized spouse" cacti place It appears and
inserting "the beginning of the first contin.
uous period of institutionalization (begin-
ning on or after September 30, 19891 of the

Stitutionalized spouse".
(d) Ery'xcrrrz D*rn—The amendments

made this section shall take effect as if in-
cluded in the enactment of sectIon 303 of
the Medicare Catastrophic Coverage Act of
1983.
SEC. 4353. D1SLEGARDI4G GERMAN REPARATION

PAYMENTS FEOM POT-ELIGIBILITy
TREATMENT OF INCOME UNDER TIlE
MEDICAID PROGRAM.

(a) IN Gixz .u...—Secjon 1902tr)(1) of the
Social Security Act (42 U.S.C. 1396a) Is
amended by inserting "there shall be disre-
garded reparation payments made by the
Federal Republic of Germany arid" alter
"under such a waiver".

(b) Errecrrvz DATE,—The amendment
made by subsection (a) shall apply to treat-
ment of income for months beginning more
than 30 days after the date of the enact-
ment of this Act.
SEC. 4154. AMENDMENTS RELAT1N TO MEflICAID

TRAlTION FROVISIOSi,
(a) Rrpntx. or SuNsET.—Subsectjon (11 of

sectIon 1925 of the Social Security Act (42
U.S.C. 1396s) is repealed.

(b) ADDITIONAL AMENDMEicTS._Sueh sec-tion is further amended-.-
(1) in subsection (bX2)(Bxl), by inserting

at the end the follow1ng "A State may
permit such additional extended assistance
ur.der this subsection notwIthstanding afailure to report under this clause if the
family has established, te the satisfaction, of
the State, good cause for the failure toreport on a timely basls$

(2) in subsection (b)(2)(B), by adding at
the end the following new clause

"(iii) IpicAl-tozi rREqvtscy or ns-
P0RTING.—A State may not require that a
family receiving extended assistance under
his subsection or subsection (a) report

more frequently than as required under
clause (I) or (ii)."; and

(3) in subsection (b)(3XB, by adding at
the end the foflowinr "No such termination
shall be effective earlier than 10' days after
the date of mailing of such notice,".

(c) Erec-rjvti D*TE—The amendments
made by subsection (b) shall be effective as
if included in the enactment of the Family
Support Act of 1988.
SEC. 4455. CLARIFYING EFFECT OF HOSPICE E1,EC-

TION.

Section 1905(o)(1)(A) of the Social Securi-
ty Act (42 U.S.C. 1396d(o)(1)(A)) is amended
by inserting 'and for which payment may
otherwise be made under title Xviii" after
"described in section 1812(d)(2)(Ar
SEC. 44.cs. CLARIFICATION OF APPLICATION Of 133

PERCENT INCOME LIMIT TO MEDICAL-
LY NEEDY.

(a) IN GENERAL.—Section 1903(f) of the
Social Security Act (42 U.S.C. 1398b(f)(4)) is
amended—

(1) in Paragraph (.1), by strlkmg"Excep
as provided in paragrapjs (4)." and inserting
"Subject to paragraph (4)", and

(2) in paragraph (4), by stllking "shall not
apply" and all that follows through. the end
and inserting "shall only apply with respect
to any amount expended by a State as medi.-
cal assistance for an individual who is only
eligible for such assistance as an individual
described in section 1902a)(10)(C) at the
time of the provision of the medical assist-
ance giving rise to such expenditure.".

(b) CONFORMING AMENDMZNTS._Section
l902(a)(10)(AXIi) of such Act. (42 U.S.C.
1396a(a)(1OXAXJJ)) is amended—

(1) in subclause (V), 'by striking "whose
income does not exceed a separate income.
standard established by the State which is
consistent with the limit established under
section 1903(fl(4j(C)" and inserting "whose
Income does not exceed a separate income
standard established by the State, which
Income (as determined under section 1612,
but withoUt regard to subsection th) there-
of) does not exceed 300 percent of the sup-
plemental security income benefit rate es-
tablished by section 1611(b)(.1)", and

(2) in subclauses (VIY and. (VU), by insert.
ing "(applying the resource and income
standards applicable under subciause (v)ralter 'in a medical instItution",

(C) ADDm0I4AL Corrroiucnq AMENDMENT.—
Effective as If included in the' enactment of
section 303(e) of the Medicare Catastrophic
Coverage Act of 1988, section 1902(f) of the
Social Security Act (42 U.S.C. 1396a(f)) is
amended by striking "subsection ('e)" and in-
serting "subsections (e) and (r)(2)".

(d) MEDICALLY NEsnY INCOME Lsvsas FOR
CERTAIN 1-MEMBER FAMILIES.—

(1) IN GENERAL.—FOr purposes of section
1903(f)(1x5) of the Social Security Act, for
payments made before, on, or after the date
of the enactment of this Act, a State de-
scribed in subparagrapf (B) may use, in de-
termining the "highest ansount which
would ordinarily be paid to a family of the
same size" (under the State's plan approved
under part A of title IV of such Act) in the
case of a family consisting only of one indi-
vidual and without regard to whether or not
such plan provides for aid to families con-
sisting only of one Individual, a' amount
reasonably related to the highest money
payment which would ordinarily be made
under such a plan to a family of two with-
out income or resources.

(2) STATES COVERL'D.—Paragrapb (1) shall
only apply to a State the State plan of
which (under title XIX of the Social Securi-
ty Act) as of June 1, 1989, provided for the
policy described in such paragraph. For pur-
poses of the previous sentence, a State plan
includes all the matter included In a State
plan under section 2373te)(5) of the Deficit
Reduction Act of 1984 (as amended by sec-
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tion 9 of the Medicare and Medieaid Patient
and Program ProtectIon Act of 1987).

(e) Efl'ECTIV! D*Tt.—The amendments
made by subsections (a) and (.b) shall take
effect as if included in the enactment of the
Omnibus Budget Reconciliation Act of 1986.
SEC. 4457. CODIFICATION OF COVERAGE OF RENA.

BILITATION SERVICEs
(a) IN GENERAI.—Section 1905(akl3) of

the Social Security Act. (4 U.S.C.
1396d(a)(13)) is amended by inserting before
the semicolon at the end the following: ",
including any medical or remedial services
(provided in a facility, a home, or other set-
ting) recommended by a physician or other
licensed practitioner of the healing arts
within the scope of their practice under
State law, for the maximum reduction of
physical or mental disability and restoratlo
of an individual to the best possible func-
tional level".

(b) EFFECTIVE DArn—The amendment
made by subsection (a) shall take effect on
the date of the enactment of this Act,
SEC 1158. PERSONAL CARE SERVICES FOR MINNE-

SOTA,

(a) CLUuFIcATION OF COVERAGE.—In. apply-
ing section 1905 of the Social Security Act
with respect to Minnesota, medical assist-
ance shall include payment for personal
care services described in subsection (b).

(b) PERsONAL Csaz Sssvzcss DErnis.—For
purposes of this section, the' term "personal
care services" means services—

(1) prescribed by a. physician for an indi-
vidual in accordance with, a plan of treat-
ment,

(2) provided by a person who is qualified
to provide such services who is not a
mcmber of the individual's family,

(3) supervIsed by a registered nurse, and
(4) furnished in a home or other locatlon

but does not include such services furnished
to an inpatient or resident of a hospital or
nursing facility.

(c) EFFECTIVE DATE.—This section shall
take effect on the date of the enactment. of
this Act and shall also apply to personal
care services furnished before such date
pursuant to regulations in effect as of July
1, 1989.

Subpart C.-Health Maintenance Organization.
SEC. 4461. REQUIREMENTS FOR RISK-SHARING

HEALTH MAINTENANCE ORGANIZA.
TIONS UNDER MEDICAID.

(a) RMO MINIMVM Msisacasitip RSQVIRE-
IexxTs.—Section 1903(m.)2)(,A) of the Social
Security Act (42 U.S.C. 1396b(m)(2)(A)) is
amended—

(1) by striking ", and" at the end of clause
(vii) and inserting a semico]on

(2) by striking the period at the end of
clause (viii) and inserting "; and"; and

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

"(ix) such entity has at least 5,000 mem-
bers, except that the Secretary m.y make
payment under this title for services provid-
ed by an entity that has fewer members if
the entity primarily serves members resid-
ing in a rural area.".

(b) APPLICATION OP MINIMUM ENROLLMENT,
PATzalrr MIx, AND FINANCIAL SOLvti6cY RE,
QuRx7ezcrs TO RIsg-SxARnqC Suacorcrasc-
TOR5.—SectiOn 1903(mX2)(A) of such Act
(42 U.S.C. 1396b(mX2)(A)), as amended by
subsection (a), is further amended—

(1) by striking "and" at the end of clause
(viii);

(2) by striking the period at the end of
clause (ix) and inserting " and"; and

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

"(x) in the case of services provided by. an
entity that has entered into an agreement
for the provision of such services with an-
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other entlty(other than an entity described
in subparagraph (B)) under which payment
to the other entity for such services is deter-
mined under ft prepald capitation basis or
under any other risk basis—

"(I) the other entity meets the require-
rnents of clauses (ii) and (ix), and

"(II) If the other entity is not a qualified
health maintenance organization (as de-
fined in section 1310(d) of the Public Health
Service Act), such other entity meets the re-
quirements of paragraph (1XA)(ii) and para-
graph (4).".

(c) DI.Ay IN IMPL!MENrATION OF PROHIBI-
TIoN AGAINST PHYsIcw INC!NTIVZ PAY-
knns.—Section 1128A(b) of Such Act (42
U.S.C, 1320a-7a(b)) is amended by adding at
the end the following new paragraph:

"(3) With re8pect to an entity with a con-
tract under section 1903(m), paragraph (1)
shall apply to payments made by such an
entity on or after April 1, 1992.".

(d) E,'TEcTIvE DA'rz.—The axnendments
made by subaections (a) and (b) shall apply
to contract years beginning on or after Jan-
uary 1, 1991.
SEC. 4462. SPECIAL RULES.

(a) WAIvER o, 75 Pricr Rmz FOR

Pmuc Fwrn1Es.—Section 1903(mX2)(D) of
the Social Security Act (42 U.s.c.
1396b(mX2)(D)) is amended by striking "(i)
special CtrCWnSt*nCeS warrant such modif i-
cation or waiver, and (ii)".

(b) EXTENDING SPECIAL TzTMw To
coMpETrnvz MnIcAx. Pius.—

(1) 6-MONTH MINIMUM ENROLLMENT PERIOD
0PTI0N.—SoCtion 1902(e)(2)(A) of 8uch Act
(42 US.c. 1396a(e)(2)(A)) is amended by in-
serting"or with an eligible organization
with ft contract under section 1876" after
"1903(m)(2XA)".

(2) ENROLLMENT Loc-Iw.—8ection
1903(mX2)(FXi) of such Act (42 tJ.S..
1396b(m)(2)(F)(i)) is amended—

(A) by striking "(0) or" and Inserting
"(0),", and

(B) adding at the end the following: "or
with an eligible organization with a contract
under section 1876 which meets the require-
fluent of 8ubparagraph (A)(ii), or".

(C) Av'TOMATIc 1-MOWrH RET.NROU.MKNT
FOR SHORT PERIODS OF INZLIGIBILITY.—8eC
tion 1903(mX2) of such Act is amended by
adding at the end the following new sub-
paragraph:

"(H) In the case of an individual who—
"(i) in a month is eligible for benefits

under this title and enrolled with a health
maintenance organization with a contract
under this paragraph,

"(ii) in the next month (or in the next 2
months) is not eligible for 8uch benefits, but

"(ill) In the succeeding month is again eli-
gible for such benefits,
the State plan, subject to subparagraph
(AXvi). may enroll the individual for that
succeeding month with the health mainte-
nance organization described in clause (i) if
the organization continues to have a con-
tract under this paragraph with the State.".

(d) ELIMINATION 0? PROVIsIONAL QUALIFI-
CATION FOR HMO5.—Section 1903(m) of such
Act is amended—

(1) in paragraph (2)(AXi), by striking "(or
the State as authorized by paragraph (3))".
and

(2) by striking paragraph (3).
(e) EP'FECTIV DA1'.—The amendments

made by this section shall take effect on the
date of the enactment of this Act.
SEC. 443. EXTENSION AND EXPANSION OF MINNE-

S4YTA PREPAID MEDICAID DEMON-
SThATION PRWECF.

Section 501 of the Fanlily Support Act of
1988 is amended—

(1) by strikIng "1991" and Inserting
"1998"; and

(2) by striking the period at the end and
inBerting the followiflW ', and shall amend
8Uch waiver to permit the State to expand
such demonstration project to other coun-
ties if the amount of medical assistance pro-
vided under title XIX of such Act after such
expansion will not exceed the amount of
medical assistance provided under such title
had the project not been expanded to other
counties.".
SEC. 446& TREATMENT OF DAYTON AREA HEALTH

P1AN.
Section 9517(c)(2Xc) of the consolidated

Omnibus Budget Reconciliation Act of 1985
is amended by adding at the end the follow-
ing. "In the case of the Dayton Area Health
Plan, clause (II) of section 1903(m)(2)(A) of
the Social Security Act shall not apply
during the 5-year period beginning on the
date the Secretary of Health and Human
Services has granted the plan a waiver
under section 1915th) of such Act of certain
requirements of section 1902 of such Act.".
SEC. 4465. ThEATMENT OF CERTAIN COUNTY-OPEL

ATED HEALTH INSURING ORGANIZA-
TIONS.

Section 9517(c) of the consolidated Omni-
bu8 Budget Reconciliation Act of 1985 is
amended—

(A) in paragraph (2)(A), by Inserting "and
in paragraph (3)" after "subparagraph (B)".
and

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

"(3)(A) Subject to subparagraph (c), in
the case of up to 3 health Iniuring organiza-
tions which are described in 8ubparagraph
(B), which first become operational on or
after January 1, 1986, and which are desig-
nated by the Governor, and approved by the
Legislature, of california, the amendments
made by paragraph (1) shall not apply.

"(B) A health insuring organization de-
scribed in this subparagraph is one that—

"(i) is operated directly by a public entity
established by a county government in the
State of California under a State enabllng
statute;

'(li) enrolls all medicaid beneficiaries re-
siding In the county in which It operates;

"(iii) meets the requirements for health
maintenance organizations under the Knox-
Keene Act (cal. Health and Safety code.
sect.Ion 1340 et seq.) and the Waxman-Dulfy
Act sal. Welfare and institutions code, sec-
tion 14450 et seq.);

"(iv) assures a reasonable choice of provid-
ers. which includes providers that have his-
torically served medicaid beneficiaries and
which does not impose any restriction which
8ubstantlally impairs access to covered serv-
ices of adequate quality where medically
necessary;

"(v) provides for a payment adjustment
for a disproportionate share ho8pital (as de-
fined under State law consistent with sec-
tion 1923 of the Social Security Act) in a
manner consistent with the requirements of
such section; and

"(vi) provides for payment, in the case of
chlldrens' hospital 8ervices provided to med-
icaid beneficiaries who are under 21 years of
age, who are children with special health
care needs under title V of the Social Secu-
rity Act, and who are receiving care coordi-
nation services under such title, at rateB de-
termined by the california Medical Assist-
ance commission.

"(c) Subparagraph (A) shall not apply
with re8pect to any period for which the
Secretary of Health and Human Services de-
termines that the number of medicaid bene-
ficiaries enrolled with health Insuring orga-
nizations described in subparagraph (B) ex-
ceeds 10 percent of the number of such
beneficiaries in the State of California

"(D) In tths paragraph, the term 'medic-
aid beneficiary' means an individual who is

October 16, 1990
entitled to medical assistance under the
State plan under title XIX of the Social Se-
curity Act, other than a qualified medicare
beneficiary who s only entitled to such as-
sistance because of section 1902(a)(10)(E) of
8uch title.".

Subpart D—Demon.tratlon Projects and Home
md Communfty-BuedWaivers

SEC. 4471. MEDICAID LONG-TERM CARE INSURANCE
DEMONSTRATION PROJ ECI.

(a) AUTHORIZATION OF PROJECTs.—
(1) Ix GENZRAL.—'The Secretary of Health

and Human Services (in this section re•
ferred to as the "Secretary"), upon applica-
tion by any State may approve demonstra-
tion projects (each in this section referred
to as a "project") under which covered long-
term care beneficiaries (as defined in para-
graph (3)(A)) who are 65 years of age or
older and who have exhausted benefits
under the qualified long-term care Insur-
ance policy are made eligible under the spe-
cial rules specified in paragraph (2) to re-
ceive benefits with respect to long-term care
services (as defined in paragraph (3)(B))
under the state medicaid plan. Expendi-
tures with respect to such benefits shall be
considered to be medical assistance for pur-
poses of section 1903(a) of the Social Securi-
ty Act.

(2) SPEcUL ELIGIBILITY pRovIsIoNs.—
(A) IN1IAL fl.IGIBIIJTY.—th determining

the initial eligibility for medical assistance
with respect to long-term care services
under the State medicaid plan—

(i) the income of each covered long-term
cs_re beneficiary who is 65 years of age or
older and who has exhausted benefits under
the qualified long-term care Insurance
policy shall be disregarded, and

(ii) subject to subparagraph (D), the valu-
ation of the assets of such beneficiary shall
be reduced by the amount of protection pro-
vided under the long-term care Insurance
policy recognized under the project.

(B) posT.EuGrBILrry.—The amount such a
beneficiary is required to contribute toward
the cost of long-term care services shall be
the same 9.3 other individuals entitled to
such services under the State plan, except
that, subject to subparagraph (D), the valu-
ation of the assets of the beneficiary shall
be reduced by the amount of protection pro-
vided under the long-term care Insurance
policy recognized under the project.

(c) N0NDIsCIUIfn4ATI0N._-Except as speci
fied In this paragraph, a State medicaid
plan may not discriminate, in the services
covered or otherwise, against any individual
based on whether or not the individual par-
ticipates in a project under this section.

(D) MAXrMVM LEVEL OF ASsET pRorEc-
TION.—

(i) Ii G!NERAL.—In no case shall the valu-
ation of assets of a beneficiary be reduced
by more than the maximum benefit level of
the qualified long-term care Insurance
policy or the amount specified in clause (ii),
whichever is less.

(II) INDEXED uMrr.—The amount specified
in this clause is $75,000 increased by the
same percentage as the percentage increase
in the consumer Price Index for All Urban
Consumers (all items; U.S. city average)
from December 1991 to December of the
year preceding the year involved.

(3) DrtNITIONS.—In this section:
(A) The term "covered long-term care ben-

eficiary" means an individual who at any
time purchases benefits under a qualified
long-term care insurance policy, and who
voluntarily elects, at the time of purchase of
such policy, to participate in the project.

(B) The term "long.term care services"
means medical asaistance for the fouowing
items and services, to the extent the 5tate
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medicaid plan otherwfse makes medical as-
sitance available to individuals entitled to
benefits under th plan:

U) Nursing facility services.
(ii) Home health care services. (described

in section 1905(a)(7) of the SociaL Security
Act).

(iii) Private duty nUrsing servlce.
(iv) Case management services,
(v) Homemaker/home heaith aide serv-es.
(vi) Personal care services.
(vii) Adult day health serviees.
(viii) Respite care.
(C) The term "State medicaid plan'

means the plan of medical assistance of a
State approved under title XIX of the
Social Security Act.

(D) The term "qualified long-term care in-
surance policy" means a long-term care in-
surance policy that meets the requirements
of subsection (e).,

(b) TERM5 OP' PROJECTS.—
(1) IN GENERAL—The Secretary may not

approve a project of a State under this sec-
tion unless the Secretary finds that the
proiect neets th following requirements:

(A) The terms of the project are disclosed
to each ndfvidua1 before the individual is
enrolled ;rder the project.

(B) Subject to subsection (e)(8)(C), any
quaHfied long-term c'are insurance policy
made avBijable In conjunction with the
project cannot condition, or otherwise limit,
pment under the policy in any manner
because the risured Is eUgib]e for, or pay-
rnent may be made, for services undcr any
uhh program (including the medicare or
medicaid programs);

(2) LIiIT oi ?UMBER o Lrvgs LNSURfl)
tJNDCR ALL PROJECTs.— The Secretary shall
approve projects under this section In a
manner that assures that there are never
more than 25,000 covered long-term care
beneficiaries under aU the prjeets. The
Secretary, consistent with the pre'ous srn-
tence, may require that a project of a State
must permit enrollment of a minmurn
number of covered lor.gterm care benefici-
ares.

(3) WAIVER O' CRTAIU REQjIMcT5—..
The Secretary may the foflowng re-
qu1rerents in title XIX of the Soeal Secu-
nty Act with respect to cuverd long-term
eare beneflcfarjes who are 65 'ears of age or
odcr and who have exhased benefRs
under a Quaifled lg-tez-m rare tnzu'ance
o1icy to the extent required to carry out a
project.:

A) Sections 1901, 1O2ca){1), 1902(a)(jO)
'other than subpjag-raph B)). 1O2(a)7),
nd 1903(f), relating t requr'd eigibiiity
and beceflts.

(B) Sections 1902a)(14) and 1916b), r&at-
ug to rem1ums and cost.shajjng.

(c) LIMTAT1ON o PA,-rS—No1th
standin.g section 1O3 of the Social Security
Act, payment may not be rnad jnder such
section for Federai financial participation
for r.edjcaJ assztance wfth respect to long-
term care serces under a State medicaid
plan for fndvidua1s 65 years of age or o1der
during a ycar in which the projert i n
eUect under this se-t1on in a SLate to- the
extent that such exper Lires excd the
procted amount dcrrnried b the Sec're
try at te time of approval of the project)
that the State would iae spert for such
services for such ind,jdti&s during su.h
rear if this section had rjot bk-en in effect.

(d) STATE Ass Jc&—Tne Seerary
sh2JJ not approve Rfl apHcation of a SLate
under this section unless the Stae provide.w
a.ssurance satLsf2ctory to the Secrary
that—

(1) aggregate eq,enduiures under the pkm
for long-term care servtccs for thdivid,a1s 65
iars of age or odei' in any fis"al year
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under the project will not exceed the aggre-
gate expenditures under the plan for such
services for such indlvkluals in the fiscal
year in the absence of such project;

(2) there will be no reducflonor limitation
ef benefits to any hdvidiaI eligbIe for
medical assistance under the State medicaid
plan as a result of operation of the project;

(3) the State will continue to make long-
term care services available under the plan,
at least to the extent such servfces are made
available under the plan as In effect before
the date of such approval and could contin-
ue to be provided consistent wtth law;

(4) the State will not permit the sale of
any qualified long-term care insurance
policy under the project unless the State

determined that the policy meets re-
qurements specified in subsectioii (e) and
meets standards at least as stringent as
those set forth in the NAIC Long•Terrn
Care Insurance Model Act (as of June 1989)
and the NAIC regulations implementing the
Act (to the extent not Inconsistent with the
reqnirements of subsection (e));

(5) in the sale of long-term care Insurance
policies not covered under the project, the
State v:ill requne, at or before the time of
sale of such a policy, that tLere be a disc1o
sure of the fact that purrthase of such a
policy will not provide potential benefits
under title XIX of the Social Security Act,
un1ke such policies covered under the
project:

(6) the State will guarantee the paynient
of benefits under qualified long-term care
Insurance policies sold under the project;

(7) the perccntage, of the income official
poverty line, established by the St.atc under
section 1902(l)(2)(A)(j) of th Social Securi-
ty Act is 185 percent;

(8) the State is in compliance with the re-
quirements c1 scction 1902(a)(23);

(9) nursing facflities under the medicaid
plan establLsh and maintain I1entical poll-
ces and practices regarding admission for
all individuaLs regard1es.j of whether or not
the irdividuJs are participating in the
pro ject

(10) the S(ate has actuaital guidclines re-
gardmg, and actuarcs capable of evauat-
ing. actuarial .subrnissons of companies
seeking to offer qualified, iong-tez-m care in-
surance poilcies under the project; and

(11) the State has provided for a program
of counsel:.ng residents of the State with re-
&peet to the purchase of long-term, care In-
surance poflcie3 and aternt.ie financial
options fcr protectior. of assets.
No payments shall be m.de under section
I)O3(a) of the Socia' Secw-it.y Act with re-
spect to a State's perforrrLance of thc guar-
antee required under paragraph (6),

(e) Rgqu;ngitis ron QUALIYIEI Loi-
TERM CARE INsukAicE POLICIEs—The re-
quren-ints scdfid in this subsection (re-
specttng qualzfi'd long-term care Insurance
policies offered uriier the project in the
State) are s follows:

(1) STArDARD FORMAT AND DISCLOSrn.—
(A) POLICY AND ApyLIcATxoN.—Erh such

long.tern, care insn-ance policy, ai ppli-
cation for such a policy, shall be written In
sirnpe, easily understood English tn a stand-
ard format (established by the State) pro-
viding standardi,ed terms and dtsclosure.

(B) MARKETING MATERIAL.—Marketthg ma-
terials used with respect o such a policy
shall be written or otherviBe stated th
srnple, est1y understood english.

(C) REQUIRED DIsCLOsURE—NO such long-
term care insurance policy may be sold (or
offered for 8ah) unless there is disclosed In
writing, no later than the time of sale of the
policy-

(i) the proportion of premiums collected-
(.ad interest and ot1'er revenues der1'ed
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thercfrom) which will be applied to pay-
ment of benefits, and

(ii) the potential benefits under tit1 XIX
of the Soctal Security Act associated under
the project with purchase of suc1 a policy.

(2) MINIMUM Loss-RATIO—Such a potc'y
must guarantee over time, using genernily
accepted actuarial standards, that at kast
70 percent o( the amount ef the premiimg
(and itterest and other reenue3 derived
therefrom) will be paid on benefits under
the policy.

(3) STANDARD MINIMUM. BENETrS.—Each
such longterm care Insurance policy shall
provide at least the following benefts, op to
the naximum dol12 level of benefits pro-
vided under (and specified en the face of)
the plan under paragraph (4):

(A) NURSThG FACIlITY 5tEVICES.—Coverage
of, and payment for, nursfng facthty serv-
ices for lndividuLs det.errrined (in accord-
ante with paragraph 5)) to require an insti-
tutional level of care.

(B) HOME AND coMMUNITY-EASED SERV-
IcEs—Personal care services (.I!cudj'-°
home health aide and homemaker services).
home health services, arid respite care in
the ndR'iduaJ's place of residence for üidi-
vdua1s determined to bt at risk of lntitu-
tionalization without such services.
The policy may not impo.e any limits on
the duration of the period of services under
the policy, other than the mamurn dollar
level of bcneflts (which shall apply uniform-
ly to all services). The pyrnent 1.vc1: estab-
lIhed for services under the plan shall be
adtasted at least annuafly to reflect the per-
centage increase in the Consumer Price
IrdeN for AU Urban Cortumers (aH ins;
U.S. city average).

(4) SPEcIFICATION OF MAXIMUM DOLLAR
LEVEL o BETITs.—Each such long-term
care insurance poflcy shall specify a maxi-
mum dollar level of benefits. Stch max,-
mm doflar hivl of ben'its shal be in-
creased, in each year after the year follow-
ing the year of its issuance, by the sc.me per-
cetage a the perccntg Increase in the
Consumer Price Index for All Urban Con-
sumrs (all itern; U.S. city average) fr'.m
Decerr.ber of the ycar before the year the
yeas of issuance to December of the year
preceding the 'er invo'ved.

(5) DETERMINATION OF BEIT ELTGTBiL-
try.-

(A) CA52 MANAGEMENT D.EQUIPtD.—Eaeh
long-term care insurance poJzey shafl use a
standard formula, set by. the Stat.e and
bed on a urifonn asenent instrument
specified by the State, to deterrnne the
kvel of care appropriate or each case. Such
formula must. be apphed by the State or ft
case-management agency whkh is Independ-
ent of the issuer of the policy.

(B) No HIGHER LEVEL OF cat REQL'IPI-
MNT.—A lcng-trm care rsura1e pohc'y
may not condition or lir.iit eligibility for
benefits—

(i) for noninstit1tiona1 benefits to the
nee.J for or receipt of Institutional' serv1ee,

(ii) for home care services to the need for
or rec'eipt of nursing care, or

hi) for any benefits on the medical neces-
sity fo such benefits.

(C) APPCAL RxtnTs.—Eah long-term care
thsurance policy shall provide for and' sped-
fy procedures (meeting reaDnab1e stand-
ards pedfied by the State) fcr the appeal
of deLerrninaUons of level of care made
under subparagraph (A).

(6 LIMITATION BASED O PRE-EXIST1r CON-
DtTION.—

(A) IN GE:1rRAL.—EXcePt a. permitted
under subpargriph (B), a long-term care
msuranee policy may not ilmit or delay an
ndviduaI's eU,ibHity for beneñts ba'd on

pre-existing condtfon.
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(B) EXCI'T1O!t—A long-term care insur-

ance policy may deny payments during the
first 6 months of coverage for treatment re-
specting any condition that existed during
the 6 months before the date of purchase of
the policy.

(7) No POST-CLAIMS co1qDrrIONUo AND
OuAAA1rrD pzzw*mi.—Ajter a long-term
ckre InBurance policy has been issued, the
lasuer may not deny claims under the policy
on any grounds other than fraud or a knowS
thg m1srepresenttion In the application for
the policy or deny renewal of 'the coverage
Other than on Buch grounds or the failure to
make t1me1 payment of premiums.

(8) MZDICAL UWDRWRIUNG, PB(IVMS, AND
CO6T.SBARmG.—

(A) No MKDICAL !DERWaITUO.—
(I) IN GAL—Except as provided In

ciftuses (II) and (III), an Individual may not
be discriminated against In the offering, re
• newel, or beneffts under such long-term
care lnsursnce policy based on the Individ-
uls medical condition.

(II) TREATMENT 0? INDIvIDUALS RCEIV1NG
uNErrrs.—The issuer of a long•term care In-
8urance policy may deny Initial issuance of
5uch a policy to an Individual receiving long-
term care services at the time of the appli-
cation for Issuance of the policy.

(ill) VA1TUqG PREMIUMS BY AGE CIJSSIFtCA-
TI0N.—CIaUse W shall not be construed as
preventing the Issuer of a long-term care In-
surance policy from varyIng the premiums
based on the age classification of Individuals
at the time of Issuance of the policy.

(B) Izvv. pRm&IUMS.—Each such policy
shall have periodic premiums that ar the
same for all Individuals in the same age
group who purchased such a policy when
they were in the same age group. The pre-
miums rates must be guaranteed for the du-
ration of the policy and must be suspended
during any period in which benefits are pay-
able underthe policy.

(C) N0tmUPLIcATI0N OF MEDICAR! BENE-
,rrs.—Each Buch policy shall provide that.
to the extent not required under section
1882(b) of the Social Security Act, benefita
are not payable under the policy for services
for which payment may be made under title
XVIII of such Act.

(D) RucD PAID-UP PROVISION.—EaCh
lông-term care insurance policy shall have a
provision under which, If the policy lapses
after 5 or more years of coverage, the policy
will provide, without payment of any addi-
tional premlUmB. benefits equal to at least
30 percent of the maximum dollar level of
benefith available at term, and, alter subse-
quent periods of coverage, the policy will
provide, without payment of any additional
premium, benefits equal to at least an In-
creased percentage (established by the Sec-
retary) of the maximum dollar level of ben-
efith available at term.

(E) ADDm0NAL CONSUMER PROTECTIONS.—
Each long-term csre policy meets such
standards relating to compensation arrange-
menta, sdverUslng. marketing, and appropri-
seness of purchase which the Secretary
finds are equal to. or more stringent than.
the requirements specified in section8 12. 15.
16r and 17 of Model Regulation to Imple-
ment the NAIC Medicare Supplement In-
surance Minimum Standards Act (as adopt-
ed by the National Association of Insurance
Cornmlssionera as of December 7, 1989).

(9) Accu ro INFORMATION —The Issuer of
the long-term care policy will make avail-
able to the State and the Secretary (upon
request) Information respecting the utilIZa
tion of benefits (and payments) under the
policy, the health 8tatus of individua's pur-
chasing such policie8. and such other Infor-
mation as the Secretary may require, tn-
cluding Information on lapse rate8, rescls-

sions, application denials, payment denials,
and complaints received.

(X) PR0aIBITV) SAL8 PRACTICES.—
(1) DUTY 0? GOOD rmi AND rAIR DEAL-

ucG.—Each individual who Is selling or of fer-
tng for Bale a long-term care Insurance
policy under the demonstration project has
a duty of good faith and fair dealing to the
purchaaer or potential purchaser of such a
policy.

(2) SpEciFic puAcrlcES.—Afl individual who
is selling or offering for sale such a long-
term care Insurance policy—

(A) may not complete the medical history
portion of an application;

(B) may not knowingly sell such a policy
to provide benefits to an individual who is
eligible for benefits under a State plan ap-
proved under title XIX of the Social Securi-
ty Act (other than only because of the oper-
ation of the demonstration project); and

(C) may not sell such a policy knowing
that the polióy providea coverage that dupli-
cates coverage RIredy provided and may
not sell a long-term care insurance policy
for the benefit of an individual unless the
individual (or a representative of the indi-
vdual) provides a written statement to the
effect that the coverage does not duplicate
other coverage in effect.

(3) CIvIL MONEY pty.—Any person
who sells a long-term care insurance policy
under the demonstration project in viola-
tion of requirements imposed under subsec-
tion (e) or who violates paragraph (1) or (2)
of this subsection is subject to a civil money
penalty of not to exceed $25,000 for each
such violation. The provisions of section
1128A of the Social Security Act (other
than the first sentence of subsection (a) and
other than subsection (b)) shall apply to a
civil money penalty under the previous sen-
tence in the same manner as such provisions
apply to a penalty or proceeding under sec-
tion 1128A(a) of such Act.

(g) An'UCATIoN, DURATION, A1Th ELIGIBIL-
ITY.-

(1) An application to the Secretary from
the State for approval of the project shall
be deemed granted unless the Secretary,
within 90 days after the date of its submls
sion to the Secretary, either denies such ap
plication in writing or thiorms the State In
writing with respect to any additional Infor-
mation which is needed in order to make a
final determination with respect to the ap-
plication. After the date the Secretary re-
ceives such additional Informfttiofl, the ap-
plication shall be deemed granted unless the
Secretary, wIthin 90 days of 8uch date,
denies such application.

(2) Any termination of a project shall not
affect covered long-term care beneficiaries
who purchased qualified long-term care tn-
surance policies before the termination
date.

(h) MIWUAL 8TATZ RgoRTs.—The State
shah annually (during the duration of such
project) report to the Secretary on—

(1) the number of individuals enrolled in
the detnon8tratlon project in such State;

(2) the number of enrollee8 actually re-
ceiving long-term care services under such
demonstration project (whether through
long-term care insurance or medical assist-
ance under tiUe XIX of the SocL8l Security
Act);

(3) the number of enrollees actually re-
ceiving long-term care ft the form of medi-
cal assist&nce

(4) the average income, age, and assets of
each enrollee; and

(5) the number and characteristics of pri-
vate Insurera with policies approved by the
State under the demonstration project.

(i) SECRETARY'S RoRTs.—The Secretary
8hall submit to Congress reports on projects
under this section. The first such report
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shall be submitted in 1997 and subsequent
report8 shall be uubmltted each 8th year
thereafter until 2021. Each such report
shall summarize and analyze Information
reported by the State under subsection (h),
and shall evaltmte the cost effectiveness of

the projects.
SEC. UIL TIMELY PAYMENT UNDER WAIVERS OF

FREEDOM OF CHOICE OF HOSPITAL
8ERVICS.

(a) Is GENZRAL.-—Section 1915(b)(4) of the
Social Security Act. (42 USC. 1398n(b)(4))
is amended by Inserting before the period at
the end the followlng "and If providers
under such restriction are paid on a timely
basis in the same manner as health care
practitioners must be paid under section
1902(aX37XA)".

(b) EFFECTIVE DA'rE.—The amendment
made by subsection (a) shall take effect a8
of the first calendar quarter beginning more
than 30 days after the date of the enact-
ment of this Act.
SEC. 441$. HOME ANI) COMMUNITY-8ASD SERV.

ICES WAIVERS.
(a) CLARIFYING DEFINmON OF ROOM i1

BOARD.—
(1) Ii GENERAL—Subsections (c)(1) and

(d)(1) of section 1915 of the Social Security
Act (42 US.C. 1398n) are each amended by
adding at the end the following: "For pur-
poses of this subsection, the term 'room and
board' shall not include the portion of costs
of rent and food attributable to an unrelat-
ed personal caregiver who Is residing in the
same household with an individual who, but
for the assIstance of such caregiver, would
require admission to a hospital, nursing f a-

dility, or intermediate care facility for the
mentally retarded.".

(2) EnEcTIVE DATE.—The amendments
made by paragraph (1) shall apply to serv-
ices furnished oii or after the date of the en-
actment of this Act.

(b) TREATMENT OF PERsONs WITH MAL
RgTARDATION OR A RELATED CONDITION IN A
DzcgRTIPIED FACIU'rY.—

(1) IN 0ENER.AL.-.-Section 1915(c)(7) of such
Act (42 US.C. 1398n(c)(7)) is amended by
adding at the end the following new sub-
paragraph:

"(C) In making estimates under para-
graph (2XD) In the case of a waiver to the
extent that it applies to individuals with
mental retardation or a related condition
who are resident in an intermediate care f a-

cility for the mentally retarded the partici-
pation of which under the State plan is ter-
minated, the State may determine the aver-
age per capita expenditures that would have
been made in a flEcal year for those individ-
uaIs without regard to any such termina-
tion.".

(2) ErFcTIv DATL—The amendment
m&de by paragraph (1) 8hall apply as if in-
cluded in the enactment of the Omnibus
Budget Reconciliation Act of 1981, but 8hall
only apply to facilities the participation of
which under a State plan under title XIX of
the Social Security Act is terminated on or
after the date of the enactment of this Act.

(C) 8coP or REsPnr CiiL—
(1) Iii oy.aAL.—8ection 1915(cX4) of such

Act ts amended by adding at the end the f 01-
lowinW
"Except a provided under paragraph
(2)(D), the Secretary may not restrict the
number of hours or days of respite care in
any period which a State may provide under
a waiver under this subsection.".

(2) n'CTIV DATE.—The amendment
made by paragraph (1) shall apply as if in-
cluded in the enactment of the Omnibus
Budget Recorciliation Act of 1981.

(d) PZRMrTTI$G ADJV5?MZNT IN ESTIMATES

TO TAxE io ACCOUNT PREADMISSION
SCRUG REQUIRZKZNT.—Ifl the case of a
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waiver under section 1915(c)-of the Social
Security Act for Individuals with mental re
tardation or a related condition In a State,
the Secretary Of Health and Human Serv-
ices shall permit the State to adjust the es-
t.ixnate of average per capita expenditures
submitted under paragraph (2)(D) of such
section, with respect to such expenditures
made on or after January 1, 1989, to take
Into account Increases In expenditures for,
or utilization of, intermediate care facilities
for the mentally retarded resulting from Im.
plementatlon of section 1919(e)(7)(A) of
such Act.
SEC. 4471. PROVISIONS RELATING TO FRAIL ELDER.

LY DEMONSTRATION PRWECF WAIv.
ERS.

(a) ExPArsIoN o WArvs.—Section
9412(b) of the Omnibus Budget Reconcilia-
tion Act of 1986 is amended—

(1) In paragraph (1), by striking '10" and
InsertIng 15"; and

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

"(3) In the case of an organization receiv-
ing an initial waiver under this subsection
on or after October 1, 1990, the. Secretary
(at the request of the organization) shall
not require the organization to provide serv-
ices under title XVIII of the Social Security
Act on a capitated or other risk basis during
the first 2 years of the waiver.".

(b) APPLICATION or Spouw. IMPoVERIsH.
MENT Rux.s.—(1) Section 1924(a) of the
Social Security Act (42 U.S.C. 1396r-5(a)) Is
amended by adding at the end the following
new paragraph:

'(5) APPLICATION TO INDIVIDUALS RZCEIVING
SERVICES PROM ORGANIZATIONS RZCEIVING CER
ThIN WAIVER5.—ThIs section applies to mdi-
viduals receiving services from any organiza-
tion receiving a frail elderly demonstration
project waiver under section 9412(b) of the
Omnibus Budget Reconciliation Act of
1986.'.

(2) Section 9412th) of the Omnibus
Budget Reconciliation Act of 1986, as
amended by subsection (a), is amended by
adding at the end the following new para-
graph:

0(4) Section 1924 of the Social Security
Act shall apply to any individual receiving
services from an organization receiving a
waiver under this subsection.".

Subpart E—MiseIianeou.
SEC. 4481. MEDICAID STATE PLANS ASSURING THE

IMPLEMENTATION OF A PATIEN'rS
RIGHT TO PARTICIPATE IN AND
DIRECT HEALTH CARE DECISIONS AF-
FECTING THE PATIENT.

(a) IN OnwRti..—Section 1902 of the
Social Security Act (42 U.S.C. 1396a(a)), as
amended by sections 4401(ax2) and 4423(a)
of this title, is amended—

(1) in subsection (a)—
(A) by striking "and" at the end of para-

graph (54),
(B) by striking the period at the end of

paragraph (55) and inserting"; and", and
(C) by Inserting after paragraph (55) the

foUowIng new paragraph:
"(56) provide that each hospital, nursing

facility, provider of home health care or
personal care services, hospice program, or
health mamtenance organization (as de-
fined in section 1903(m)(1XA)) receiving
funds under the plan shall comply with the
requirement of subsection (u)."; and

(2) by adding, after the subsections added
by sectIons 4441(a) and 4451a)(2) of this
title, at the end the foUowlng new subsec-
tion:

"(u)(1) For purposes of subsection (aX56)
and sections 1903(m)(1XA) and
1919(c)(2)(E), the requirement of this sub-
section is that a provider or organization (as
the case may be) maintain written policies
and procedures with respect to all adult in.

dividuals receiving medIca' care by or
through the provider or organization—

"(A) to provide written information to
each such individual concerning—

"(i) an indivldual5 rights under State law
(whether statutory or as recogrjzed by the
courts of the State) to make decisions con-
cerning such medical care, including the
right to accept or refuse medical or surgical
treatment and the right to formulate ad-
vance directives (as defined in paragraph
(3)), and

"(ii) the provider's or organization's writ-
ten policies respecting the Implementation
of such rights;

"(B) to document in the individual's medi-
cal record whether or not the individual has
executed an advance directive;

"(C) not to condition the provision of care
or otherwise discriminate against an individ-
ual based on whether or not the individual
has executed an advance directive;

"(D) to ensure compliance with require-
ments of State law respecting advance direc-
tives; and

"(E) to provide (individually or with
others) for education for staff and the com-
munity on Issues concerning advance direc-
tives.
Subparagraph (C) shall not be construed as
requiring the provision of care which conS
thcts with an advance directive.

"(2) The written information described in
paragraph (1)(A) shall be provided to an
adult individual—

"(A) in the case of a hospital, at the time
of the individual's admission as an inpa-
tient,

"(B) in the case of a nursing facility, at
the time of the individuals admission as a
resident,

"(C) in the case of a provider of home
health care or personal care services, in ad-
vance of the individual coming under the
care of the provider,

"(D) in the case of a hospice program, at
the time of Initial receipt of hospice care by
the individual from the program, and

'(E) in the case of a health maintenance
organization, at the time of enrollment of
the individual with the organization.

"(3) In this subsection, the term advance
directive' means a written instruction, such
as a living will or durable power of attorney
for health care, iecognlzed under State law
and relating to the provision of such care
when the individual is incapacita.",

(b) CONYORMING AMENDMENTS.— -

(1) Section 1903(mX1)(A) of such Act (42
U.S.C. 1396b(m)(1)(A)) is amended—

(A) by Inserting "meets the requirement
of section 1902(s)" after "which" the first
place it appears, and -

(B) by Inserting 'meets the requirement
of section 1902(a) and" after "which" the
second place it appears.

(2) Section 1919(cX2) of such Act (42
U.S.C. 1396r(c)(2)) is amended by adding at
the end the following new subparagraph:

"(E) IipojjtIow RESPCT1NG ADVA1qCE DI-
RzcTTvs.—A nursing facility must comply
with the requirement of section 1902(u) (re-
lating to maintaining written policies and
procedure8 respecting advance dIrectives).".

(c) EmcrlvE DArz.—-The amendments
made by this section shall apply with re-
spect to services furnished on or after the
first day of the first month beginning more
than 1 year after the date of the enactment
of this Act.

(d) STUDY TO ASSESS IMPIZILflrrATION 0? A
PATIZNT'S RIGHT TO PARTICIPATE IN MID
DIRcr Hw. CARZ DECISIONS AFFECTING
mz PATIENT.—

• (1) Ii oiu.—The Secretary of Health
and Human Services shall (subject to para-
graph (2)) enter into an agreement with the
Institute of Medicine of the National Acade-
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my of Sciences to conduct a study with re-
spect to the context in which directed
health care decisions (including advance di-
rectives) are made and carijed out, including
the incidence and procesaes of decision.
making about lile-suatalnlng treatment that
occur with and without advance directives.

(2) ARRAIGEMVFrS FOR STtTDY.—The Secre-
tary shall request the Institute of Medicine
of the National Academy of Sciences to
submit an application to conduct the study
described in paragraph (1). If the Institute
submits an acceptable application, the Sec-
retary shall enter into an appropriate ar-
rangement with the Academy for the conS
duct of the study within 28 days of the date
the application is received. If the Institute
does not submit an acceptable application to
conduct the study, the Secretary may re-
quest one or more appropriate nonprofit
private entities to submit an application to
conduct the study and may enter into an ap-
propriate arrangement for the conduct of
the study by the entity which submits the
best acceptable application.

(3) RE?owr.—The results of the study
shall be reported to the Committees on
Ways and Means and Energy and Commerce
of the House of Representatives and the

-

Committee on Pinance of the Senate and
the Secretary by not later than 4 years after
the date of the enactment of this Act. Such
report shall include such recommendations
for legislation as may be appropriate to
carry out further the purpose of this sec-
tion.

(e) PUBLIC EDUcATION. DONsnATION
RoJCT.—The Secretary of Health and
Human Services, no later than 6 months
alter the date of the enactment of this Act
shall develop and implement a demonstra-
tion project in selected States to inform the
public of the Option to execute advance di.
rectives and of a patient's right to partici-
pate and direct health care decisions. The
Secretary shall report to the Committees on
Ways and Mean8 and Energy and Commerce
of the House of Representatives and the
Committee on Finance of the Senate on the
results of the project and on whether such
project should be extended.
SEC. 4482. IMPROVEMENT IN QUALITY OF PHYSI.

ClAN SERVICES.
(a) Usz or UuQv PEYsIcw IDPNTIPI-

(1) ESTABUSHMnFt 0? SYSTKM.—
(A) IN on!zL—.Section 1902 of the

Social Security Act (42 U.S.C. 1398a) is
amended by adding after the subsections
added by sections 4441(a), 4451(aX2), and
4481(aX2) of this title, the following new
subsection:

"(v) The Secretary shall establish a
system, for Implementation by not later
than July 1, 1991, which provides for a
unique identifier for each physician who
furnishes services for which payment may
be made under a State p1n approved under
this title.".

(B) DiDLfl!p AND CO15rDERATIoNs.—The
system established under the amendment
made by subparagraph (A) may be the same
as, or different from, the system established
under aection 9202(g) of the Consolidated
Omnibus Budget Reconciliation Act of 1985.

(2) RQUIBfl!O flCLUBION WITH CLAIMS.—
Section 1903(i) of the Social Security Act
(42 U.S.C. 1396b(i)), as amended by sections
4401(a)(1)(B) and 4431(e)(17) of this title, i
amended—

(A) by striking the period at the end of
paragraph (11) and inserting "; or", and

(B) by Inserting after paragraph (11) the
following new paragraph;

"(12) with respect to any amount expend-
ed for physicians' services furnished on or
after the first day of the first quarter begin-
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ning more than 60 days after the date of es-
$ablishment of the physician Identifier
system under section 1902v). unless the
claim for the services Includes the n1que
physician identifier provided under such
system.".

(b) MAINTENANCE 0? EscouNm Dam sy
HEALTH MAINTENANCE ORnANIZATIONS.--

(1) Ii. GmrERM-—-SeCtlon 1903(mR2RA) of
such Act (42 U.S.C. 1396b(m)(2XA)). as
amended by sect.Ions 4461(a) and 4461(b) of
this title, is amended—

(A) by striking "and" at the end of clause
(lx),

(B) by striking the period at the end of
clause (x) and inserting ";and". and

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

"(xl) such contract provides for mainte-
nance of sufficient patient encounter data
to Identify the physician who delivers serv-
ices to patients.".

(2) EFFECTIVE DATE.—The amenthnents
made by paragraph (1) shall apply to con-
tract years beginning after the date of the
establishment of the system described in
section 1902(v) of the Social Security Act.

(c) MAn!TENMCE 0? LIST 0? PHYsICIANS BY
STATES.—

(1) us GERERAL.—Sectlon 1902<a) of such
Act (42 U.S.C. 1396a(a)), as amended by sec-
tIoTs 4401(a)(2), 4423(a), and 4481(a) of this
title, is amended—

(A) by striking "and" at the end of pars-
graph (55).

(B) by striking the period at the end of
paragraph (56) and inserting "; and", and

(C) by Inserting after paragraph (56) the
following new paragraph:

"(57) maintaIn a list (updated not less
often than monthly, and containing each
physician's unique identifier provided under
the system established under subsection (v))
of all physicians who are certified to partId
pate under the State plan.".

(2) EFvacnvz DATE—The amendments
made by paragraph (1) shall apply to medl-
cal assistance for calendar Quarters beg1fl
nlng more than 60 days after the date of es-
tablishment of the physician identifier
system under section 1902(v) of the Social
Security Act.

(d) F0RELOSi MEDICAL GEADUATE Cznns'IcA-
TION.—

(1) PASSAGE 0? 7MGEMS EXAMINATION IN
ORDER To OBTAIN IDE1rrIP'IER.—The Secretary
of Health and Human Service shall provide,
in the identifier system established under
section 1902(v) of the Social Security Act,
that no foreign medical graduate (as defined
In section 1886(h)(5)(D) of such Act) shall
be issued an Identifier under such system
unless the individual—

(A) has passed the FMGEMS examination
(as defined In section 1886(h)(5)(E) of such
Act); or

(B) has previously received certIfication
from, or has previously passed the
tIn of, the Educational Commission for
Foreign Medical Graduates.

(2) EFFECTIvE ait.—Paragraph (1) shall
apply with respect to issuance of an identif i-
er applicable to services furnished on or
after January 1, 1992.

(e) MINunmI QuALIFICATIONS rca BU.LING
?0a Pwlrsiciaiss' SERVICES TO CHILDaxJI AND
PREGNANT WoME1S.—Section 1903(i) of the
Social Security Act (42 U.S.C. 1396bi)), as
amended by sections 4401(a)(1XB) and
4431(eXl7) of this title and subsection (aX2)
of this section, is further amended—

(1) by striking the period at the end of
paragraph (13) and Inserting "; or"; and

(2) by Inserting after paragraph (13) the
following new paragraph

"(14) with respect to any amount expend-
ed for physicians' services furnished by a
physician on or after January 1, 1992. to—

"(A) a child under 21 years of age, unless
the physician—

"W is certified In family practice or pedi-
atrics by the medical specialty board recog-
nised by the American Board of Medical
Specialties for family practice or pediatrics.

"(Ii) is esnployed by. or affiliated with. a
Federaliy-qualif led health center (58 de-
fined In section 1905(IR2XB)).

"(Iii) holds admitting privileges at a hospi-
tal partlcipath* In a State plan approved
under this title.

"(iv) is a member of the National Health
Service Corps, or

"(v) document-S a current, formal, consul-
tation and referral arrangement with a pedi-
atrician or family practitioner who has the
certification described In clause (I) for pur-
poses of specialized treatment and admiz'
Mon to a hospital: or

"(B) to a pregnant woman (or during the
60 day period beginning on the date of ter-
mination of the pregnancy) unless the phy-
sician-

"(i) is certified in family practice or ob-
stetrics by the medical specialty board rec-
ognized by the American Board of Medical
Specialties for family practice or obstetrics,

"(ii) is employed by. or affiliated with, a
Federally-Qualified health center (as de-
fined in section 1905(1X2RB)),

"(lii) holds admlWng privileges at a hospi-
tal participating In a State plan approved
under this title,

"(iv) is a member of the National Health
Service Corps, or

"(v) documents a current, formal, consul-
tation and referral arrangement with a ob.
atetrician or family practitioner who has
the certification described In clause (i) for
purposes of specialized treatment and ad-
mission to a hospitaL".

(f) RaPoaruJG OF MISCONDUCT OR Sus-
STANDARD CARL—

(1) IN cg?iERAL.—Section 1921(a) of such
Act (4.2 U.S.C. 1396r-2(a)) is amended—

(A) In paragraph (1), in the matter before
subparagraph (A), by Inserting' (or any
peer review organization or private accredi-
tation entity reviewing the services provided
by health care practitioners)' after "health
care practitioners"; and

(B) In paragraph (1), by adding at the end
the following new subparagraph:

"(D) Any negative action or findinS by
such authority, organization, or entity re-
garding the practitioner or entity.".

(2) EmcTIvE DATL—The amendments
made by paragraph (1) shall apply to State
Information reporting systems as of Janu-
ary 1, 1992. without regard to whether or
not the Secretary of Health and Human
Services has promulgated any regulations to
carry out such amendments by such date.
SEC. 4483, CLARIFICATiON OF AUTHORITY OF IN-

SPECTOR GENERAL
Section 1128A(J) of the Social Security

Act (4.2 U.S.C. 1320a-7a(l)) Is amended—
(1) by striking "(J)" and inserting "(j)(l)";

and
(2) by adding at the end the following new

paragraphs
"(2) The Secretary may delegate author-

ity granted under this section and under
section 1128 to the Inspector General of the
Department of Health and Human Serv-
ices.".
SEC 41St NOTICE TO STATE MEDICAL BOARDS

WHEN ADVERSE ACTIONS TAKEN.

(a) IN GizRAL.—Section 1902(aR4l) of
the Social Security Act (42 U.S.C.
l.396a(a)(41)) is amended by inserting "and.
In the case of a physician and notwithstand-
ing paragraph (7), the State medical licens-
ing board" after "shall promptly notify the
Secretary".

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to sanc-
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tions effected more than 60 days after the
date of the enactment of this Act.
C. 4485, M3SCELLANEOUS PROVISIONS.

(a) PSYCHIATRIc HosPITALS.—
(1) Cs.*sI,IcATIOI OF cOvERAGE OF INPA-

?1ENT PSYCHIATRIc HOSPITAL SERVICES.—

(A) us GENERAL—Section 1905(hXlXA) of
the Social Security Act (42 U.S.C.
1396d(h)(1)(A)), as amended by section
2340(b) of the Deficit Reduction Act of
1984, is amended by tnserting "or in another
Inpatient setting that the Secretary has
specified in regulatibns" after "1861(f)".

(B) EFFECTIVE DATE.—The amendment
made by subparagraph (A) shall be effective
as if included in the enactment of the Defi-
cit Reduction Act of 1984.

(2) INTERMEDIATE SANCTIONS poR PSYcHIAT-
RIc HOSPITALS. Section 1902 of the Social
Security Act (42 U.S.C. 1396a) is amended
by adding after the subsections added by
sections 4441(a). 4451(aX2), 4481(a)2) and
4482(a)(1), the following new subsection:

"(wXl) In addition to any other authority
under State law. where a State determines
that a psychiatric hospital which is certified
for participation under its plan no longer
meets the requirements for a psychiatric
hospital (referred to in section 1905(h)) and
further finds that the hospital's deficien-
cies—

"CA) Immediately jeopardize the health
and safety of its patients, the State shall
terminate the hospital's participation under
the State plan; or

"(B) do not Immediately jeopardize the
health and safety of its patients. the State
may terminate the hospital's participation
under the State plan, or provide that no
payment will be made under the State plan
with respect to any individual admitted to
such hospital after the effective date of the
finding, or both.

"(2) Except as provided in paragraph (3).
tf a psychiatric hospital described in para-
graph (1)(B) has not complied with the re-
quireinents for a psychiatric hospital under
this title—

"(A) within 3 months after the date the
hospital is found to be out of compliance
with such requirements, the State shall pro-
vide that no payment will be made under
the State plan with respect to any individ-
ual admitted to such hospital after the end
of such 3-month period, or

"(B) wIthin 6 months after the date the
hospital is found to be out of compliance
with such requirements, no Federal finan-
cial participation shall be provided under
section 1903(a) with respect to further serv-
ices provided in the hospital until the State
finds that the hospital Is in compliance with
the requirements of this title.

"(3) The Secretary may continue pay-
ments, over a period of not longer than 6
months from the date the hospital is found
to be out of compliance with such require-
ments, if—

"(A) the State finds that it is more appro-
priate to take alternative action to assure
compliance of the hospital with the require-
ments than to terminate the cerUlicatiOn of

the hospital,
"(B) the State has submitted a plan and

timetable for corrective action to the Secre-
tary for approval and the Secretary ap-
proves the plan of corrective action, and

"(C) the State agrees to repay to the Fed-
eral Government payments received under
this paragraph if the corrective action is not
taken in accordance with the approved plan
and timetable.".

(b) STATE UTILIZATION REVIEW SYSTEMS.—
Section 9432 of the Omnibus Budget Recon-
ciliation Act of 1986 Is amended—

(1) in subsection (a)—
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(A) by Inserting "(1)" after 'IN GENERAL.—

'(B) by striking during the period' and
all that follows through Congress,", and

(C) by adding at the end the followthg
new paragraph:

'(2) The Secretary may not, during the
period beginning on the date of the enact-
ment of the Omnibus Budget Reconciliation
Act of 1990 and ending on the date that is
180 days after the date on which the report
required by subsection (d) is submitted to
the Congress, publish final or thterizn final
regulations requiring a State plan approved
under title XIX of the Socia' Security Act
to include a program for ambulatory sur-
gery, preadnilssion testing, or same-day sur-
gery.";

(2) in subsection (b)(4), by inserting and
subsection (d)" after In this subsection';
and

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

'(d) REPORT—The Secretary sha'l report
to Congress, by not later than January 1,
1993, for each State in a representative
sample of States—

'(1) an analysis of the procedures for
which programs for ambulatory surgery,
preadmission testing, and same-day surgery
are appropriate for patients who are cov-
ered under the State medicaid plan, and

'(2) the effects of such programs on
access of such patients to necessary care,
qua'ity of care, and costs of care.
In selecting such a sample of States, the
Secretary shall include some States with
medicaid plans that include such pro-
grams.".

(c) ADDITIONAL MI5cEUANE0U5 PR0vI-
510N5.—

(1) Effective July 1, 1990—
(A) section 1902(a)(10(C)(iv) of the Social

Security Act Is amended by striking
'through (20)" and inserting "through
(21)", and

(B) section 1902(j) of such Act is amended
by striking "through (21)" and inserting
through (22)".
(2) Effective as if Included in subtitle D of

title VI of the Omnibus Budget Reconcilia-
tion Act of 1989, section 301(j) of the Feder-
al Food, Drug, and Cosmetic Act (21 U.S.C.
331(j) is amended by adding at the end the
following: 'This paragraph does not author-
re the withholding of information from
either House of Congress or from, to the
extent of matter within its Jurisdiction, any
committee or subcommittee of such commit-
tee or any joint committee of Congress or
any subcommittee of such joint commit-
tee.".

(3) Section 505(b) of the Social Security
Act (42 U.S.C. 705(b)) is amended in the
matter preceding paragraph (1) by strikthg
'requirement" and Inserting 'require-
ments". -

Subtitle C—Energy and MiceIIaneous User Fees
PART 1—ENERGY

SEC. 451. SOLAR. WIND. WASTE. AND GEOTHERMAL
POWER PRODUCrION INCENTIVES.

(a) AMENDMKNT5 TO PTJRPA.—Section 210
of the Public Utility Regulatory Policies Act
of 1978 is amended as follows:

(1) In subsection (a), strike out ", and to
encourage geotherma' small power produc-
tion facilities of not more than 80
megawatts capacity,".

(2) In subsection (e)(2), Insert '(other
than a quaifyjng sma'l power production
facility which Is a solar, wthd, waste, or geo-
thermal facility as defined th section
3(17E) of the Federaj Power Act)" after

facility" where it first appears, and strike
out , or 80 megawatts for a quaflfythg smafl
power production facility usthg geotherma'
energy as its primary energy source,".
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(b) A rirntr or FEI Powti AcT.—

Section 3(17) of the Federai Power Act is
amended as follows:

(1) In subparagraph (A), inaert 'a facility
which is a solar, wind, waste, or geotherma'
facility, or" after" 'small power production
facility' means".

(2) Insert at the end thereof the followthg
new subparagraph—

'(E) '8olar, wind, waste or geotherma' fa-
cility' means a facility which produces elec-
tric energy solely by the use, as a primary
energy 8ource, of solar energy, wind energy.
waste, or geothermai re8ources;",

(c) REGULATIONs—Unless the Federal
Energy Regulatory Commission otherwise
specifies, by rule, after the enactment of
this Act, any solar, wind, waste, or geother-
mal facility (as defined in section 3(17)(E) of
the Federal Power Act as amended by this
Act), which is a qualifying small power pro-
duction facility (as defthed in subparagraph
(C) of section 3(17) of the Federal Power
Act as amended by this Act)—

(1) sha'l be considered a quallfythg small
power production facility for purposes of
part 292 of title 18, Code of Federal Regula-
tions. notwithstanding any size limitations
contained in such part, and

(2) shall not be subject to the size limita-
tion contained in section 292.601(b) of such
part.
SEC. 4502. NRC USER FEES AND ANNUAL CHARGES.

(a) AiiiuAL AssEsspi1qr.—
(1) AM0UWr.—The Nuclear Regulatory

Commission (hereafter in this section re-
ferred to as the "Commission") sha'l annu-
a'ly assess and collect such fees and charges
as are described in subsections (b) and (c) in
an amount that approxlniates 100 percent
of the budget authority of the Commission
in the fiscal year in which such assessment
Is made less any amount appropriated to the
Commission from the Nuclear Waste Fund
in such fisca' year.

(2) FIR5T AssESsMENT—The first such as-
sessment shall be made not later than Sep-
tember 30. 1991, and shall be based on the
budget authority of the Commission for
fiscal year 1991.

(b) FFZs FOR SmivIcE OR THING o VUE.—
Pursuant to section 9701 of Utle 31, United
States Code, any person who receives a serv-
ice or thing of va'ue from the Commission
sha'l pay fees to cover the Commission's
costs in providing any such service or thing
of value.

(c) ANNUAL CRARGES.—
(1) PIRsoNs SUBJECT TO CHARGE—Any

person who holds a license Issued under sec-
tion 103 or 104 b. of the Atomic Energy Act
of 1954 (42 U.S.C. 2133, 2134(b)) that au-
thorizes such person to operate a utilization
facility with a rated therma' capacity in
excess of 50,000,000 watts shall pay, th addi-
tion to the fees set forth th subsection (b),
an annua' charge.

(2) AGGREGATE AMOUNT OF CRARGE5.—The
aggregate amount of the annua' charge col-
lected from all persons debed th para-
graph (1) shall equa' an amount that ap-
proximates 100 percent of the budget au-
thority of the Commission in the fiscal year
th which such charge Is collected, less any
amount appropriated to the Commission
from the Nuclear Waste Fund and the
amount of fees collected under subsection
(b) in such fiscal year.(3) Atou p ucvis.—The Comrnis-
8ion shall establish, by rule, a schedule of
charges fairly and equitably a'locating the
aggregate amount of charges described th
paragraph (2) among the licensees described
th paragraph (1). The charges shall have a
reasonable relationship to the cost of pro-
viding regulatory services and may be based
on the allocation of the Commission's re-
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sources among licensees or classes of licens-
ees described in paragraph (1),

(d) DEFINITION—As used th this section,
"Nuclear Waste Fund" means the fund es-
tablished pursuant to section 302(c) of the
Nuclear Waste Policy Act of 1982 (42 U.S.C.
10222(c)).

(e) REAL.—T1tle VII of the Consolidated
Omnibus Budget Reconciliation Act of 1985
(Public Law 99-272) Is amended by striking
subtitle 0. ThIs repeai shall become effec-
tive upon promulgation of the Nuclear Reg-
ulatory Comnlission's final rule implement-
ing this section.

PART 2—RAILROAD USER FEES

SEC. 4511. AMENDMENS TO FEDERAL RAILROAD
SAFETY ACT OF 1970.

(a) UsER Fps.—The Federa' Railroad
Safety Act of 1970 (45 USC. 431 et seq.) is
amended by adding at the end the following
new section:
"SEC. 216. USER FEES.

"(a)(1) The Secretary shall establish a
&chedule of fees to be assessed equitably to
railroads, in reasonable relationship to an
appropriate combination of criteria such as
revenue ton-miles, track miles, passenger
miles, or other relevant factors, but shall
not be based on the proportion of industry
revenues attributable to a railroad or class
of railroads.

'(2) The Secretary sha'l establish proce-
dures for the collection of such fees. The
Secretary may use the services of any Fed-
eraL State, or loca' agency or Instrumentali-
ty to collect such fees, and may reimburse
such agency or Instrumentality a reasonable
amount for such services.

"(3) Fees established under this sectfon
shall be assessed to railroads subject to this
Act and shall cover the costs of administer-
ing this Act, other than activities described
in section 202(a)(2).

'(b) The Secretary shall assess and coflect
fees described in subsection (a) with respect
to each fiscal year before the end of such
fisca' year.

'(c) All fees collected under subsection (b)
shall be deposited into the General Fund of
the United States Treasury as offsettthg re-
ceipts and sha'l be used, to the extent pro-
vided in advance in appropriations Acts,
only to carry out activities under this Act.

'(d) Fees established under subsection (a)
shall be assessed th an amount sufficient to
cover activlUes described in subsection (c)
beginning on March 1, 1991, but at no time
sha'l the aggregate of fees received for any
fIscal year under this section exceed 105
percent of the aggregate of appropriations
made for such fiscal year for activities to be
funded by such fees.

'(e)(1) Within 90 days after the end of
each fisca' year th which fees are collected
pursuant to this section, the Secretary shall
report to the Congress—

"(A) the amount of fees collected during
that fIscal year;

(B) the impact of such fee collections on
the financia' hea'th of the railroad industry
and its competitive position relative to each
competthg mode of transportation; and

'(C) the total cost of Federal safety activi-
ties for each such other mode of transporta-
tion, including the portion of that tota' cost,
if any, defrayed by Federal user fees.

'(2) With respect to any fIscal year for
which the Secretary's report submitted
under paragraph (1) fthds—

(A) any Impact of fees collected under
this section either on the fthancia health of
the railroad industry, or on its competitive
position relative to competing modes of
transportation; or

'(B) any significant difference th the
burden of Federa' user fees borne by the
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railroad. Industry and those applicable to
competing modes of transportation.
the Secretary shall, within 90 days alter
nhmim1n of such report, prepare and
submit to the Congress specific recommen
dations for g1s1ation to correct any such
Impact or difference.

"(f) This section sl*U exp4re on Septein-
her 30, 1905.".

(b) Aumosizanow of A,rIcs'u.aTio%S.—
Section 114(a) of the Federal Railroad
Safety Act of 1P10 (45 U.S.C. 444(a)) is
amended to read as follows:

"(a) There are authorized to be appropri-
ated to carry out this Act not to exceed
$46,884,000 for fIscal year 1991.".
PAIT 3—TRAVEL AND TOURISM USER FEES

SiC. 4531. UNIT!!) STATiS TRAY!L M5) TOURiSM
WSi

(a) Is GmAL.—8ectlOfls 304 and 305 of
the International Travel Act of 1961 (22
U.S.C. 2126-2127) are redesignated as sec-
tions 308 and 307. respectIvely, and the fol-
lowing is Inserted after section 303

"Sic. 304- (a) To the extent not inconsist-
ent with International treaties or agree-
ments entered into by the United States,
the Secretary shall charge a United States
Travel and Tourism Mmlnlstratlon user
fee, in an amount determined under subsec-
tion (b). to every alien described in section
101(aX1SXB) of the Immigration and Na-
tionality Act (8 U.S.C. 1101(a)(15XB)) arrlv-
lug at any port within the United States
aboard any commercial aircraft or cruise
ship from any place outside the United
Statee

"(bXl) During the period from April 1.
1901. through March 30. 1992, the fee de-
scribed in subsection (a) shall be $L

"(2) No later than December 31 ci each
calendar year commencing in 1991, the Sec-
retary shall determine and publish the
amount of the fee described In subsection
(a) for the 12-month period commencing on
April 1 of the succeeding calendar year, as
follows:

"(A) The Secretary (In consultation with
the Attorney General and the Secretary of
State) shall estimate the number of aliens
described In section 101(aX15XB) of the Im-
migration and Nationality Act (8 U.S.C.
1101(aX1SXB)) expected to enter the United
States during such succeeding calendar year
aboard a commercial aircraft or cruise ship
(other than aliens entering from a country
with which the United States has entered
Into an International treaty or agreement
barring the fee described in subsection (a)).
based upon the number of such aliens who
entered the United States during the previ-
ous calendar year (as reported or estimated
by the Attorney Geia1) and such other
available information as the Secretary
deems reliable

"(B) The Secretary shall divide the
amount appropriated to the United States
Travel and Tourism Administration for the
fIscal year during which such determination
is made by the number of aliens described in
subparagraph (A) expected by the Secretary
to enter the United States during the calen-
dar year ribed In such subparagraph,
and shall round off the result (up or down)
to the nearest quarter-dollar.

"(C) The Secretary shall publish in the
Federal Resistor the estimate required by
subparagraph (A), together with a descrip-
tion of the information siportlng such es-
timate. and the amount of the fee deter-
mined under subparagraph (B) which shall
be applicable during the 12-month period
commencing on April 1 of the succeeding
calendar year. ,

"(3) Neither the estimate of the Secretary
under paragraph (21(A) nor the amount dc-

teralned by the Secretary under pragr*Ph
(21(3) shall be subject to judicial review.

"(C) The fee charged to an alien under
subsection (a.) shall be collected on behalf of
the Secretary by the commercial airline or
cruise ship line on which such alien arrived
In the United States. No later than 31 days
after the close of the calendar quarter in
which such alien arrived in the United
States, the commercial airline or cruise ship
line shall remit the fee collected under this
subsection, In United States dollars, to the
Secretary of the Treasury for deposit, as
offsetting recelpt.s, in the General Fund of
the United States Treasury.

"(d) Subsections (a) through (C) shall take
effect on April 1, 199L".

(b) Clvii. PssaLTias axn ENr0RcaMZNT.—
The International Travel Act of 1961 Is
amended by Inserting after section 304 (as
added by section 4505 the following:

"Sac. 305. (a) Any commercial airline or
commercial cruise ship line which is found
by the Secretary or the Secretary's desig-
nee, after notice and an opportunity for a
hearing on the record in accordance with
section 554 of tItle 5, United States Code, to
have failed to pay to the Secretary of the
Treasury, by the due date, the fee charged
by the Secretary under section 304(a). may
be ordered by the Secretary or the Secre-
tary's designee to pay any fee amount out-
standing plus interest on any late payment
and, In addition, to pay a civil penalty not to
exceed $5,000 for each day payment to the
Secretary of the Treasury Is not made or
was made late. The amount of such civil
penalty shall be assessed by the Secretary
or the Secretary's designee by written
notice. In determining the amount of such
penalty, the Secretary or the Secretary's
designee shall take into account the nature,
circumstances, extent, and gravity of the
violation, and, with respect to the violator,
the degree of culpability, and history of
prior offenses, ability to pay, and such other
matters as justice may require. Each day a
payment to the Secretary of the TreasUi7
required by this Act Is late shall constitute a
separate violation of this Act.

"(b) If any commercial airline or cruise
ship line fails to pay U ordered by the Sec-
retary or the Secretary's designee, the At-
torney General may, upon request of the
Secretary, bring a civil action in any appro-
priate United States district court for the
recovery of the amount ordered to be psid.

"(C) Before requesting the Attorney Gen-
eral to bring a civil action, the Secretary
may compromise, modify, or result, with or
without conditions, any civil penalty which
Is subject to Imposition or which has been
imposed under subsection (a).

"(d) For the purpose of conducting any
bearing under subsection (a). the Secretary
or the Secretary's designee may Issue sub-
poenas for the attendance and testimony of
witnesses and the production of relevant
papers, books, and documents, and may ad-
minister oaths. Witnomes summoned shall
be paid the seme fees and mileage that are
paid to witnesses In the courts of the United
States. In case of contempt or refusal to
obey a subpoena served upon any person
pursuant to this subsection, the United
States district court for any district In
which such person Is found, resides, or
traneacts business, upon application by the
United States and after notice to such
person, shall have jurisdiction to issue an
order requiring such person to appear and
give testimony before the Secretary or the
Secretary's designee or to appear and
produce papers, books, and documents
before the Secretary or the Secretary's des-
ignee, or both, and any failure to obey such
order of the court may be punished by such
court as a contempt thereof.'.
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PART 4—EPA USER FEES

SEC. 4531. RADON TESTING FEES.
For previsions of law providing for the

charging by the Environmental Protection
Agency of fees relating to radon testing
fees, see section 305(e)(2) of the Toxic Sub-
stances Control Act.
SEC. 4532. MOTOR VEHICLE COMPLIANCE p54).

GRAM FEES.

For provisions providing for the charging
by the Environmental Protection Agency of
motor vehicle compliance program fees, see
sectIon 217 of hR. 3030 ("Clean Air Act
Amendments of 1990". As Passed the House
of RepresentativeS (101st CongresS).

TITLE V—COMMITFEE ON INTERIOR AND
INSULAR AFFAIRS.

Subtitle A—Nuclear Regulatory Commission User
Fees

Sac. 51,1. USES FEES AM) ANNUAL CHARGES.
(a) AMENDMENT TO ATOMIC ENERGY AcT.—

(iapter 19 of the Atomic Energy Act of
1954 (42 U.S.C. 2015 et seq.) Is amended by
adding at the end the following new section:
"SEC. 292. USER FEES AND ANNUAL CHARGES.

"(a) ANIcUAL AsSESSMENT.—
"(1) Auomrr.—The Nuclear Regulatory

Commission (hereafter In this section re
ferred to as the 'Commission') shall annual-
ly assess and collect such fees and charges
as are described in subsections (b) and (C) in
an amount that approximateS 100 percent
of the budget authority of the Commission
in the fIscal year in which such assessment
is made less any amount appropriated to the
Commission from the Nuclear Waste Fund
In such fIscal year.

"(2) FiRST AssEsSMENT—The first such as-
sessment shall be made not later than Sep-
tember 30. 1991, and shall be based on the
budget authority of the Commission for
fIscal year 1991.

"(b) Fms FOR Smvtcz OR THING or
VALUF..—Pursuant to section 9701 of title 31.
United States Code, any person who re
celves a service or thing of value from the
Commission shall pay fees to cover the
Commission's costs in providing any such
service or thing of value.

"(c) ANNUAL CHARGES.—
"(1) PES.5ONS sUBJECT TO CHARGE-—Any

person who holds a license issued under sec-
tion 103 or 104 b. that authorizes such
person to operate a utilization facility with
a rated thermal capacity in excess of
50,000.000 watts shall pay, In addition to the
fees set forth in subsection (b), an annual
charge.

"(2) AGGREGATE AMOUNT 0? CHARGEs—The
aggregate amount of the annual charge col-
lected from all persons described In para-
graph (1) shall equal an amount that ap-
proxlsnates 100 percent of the budget au-
thority of the Commission In the fiscal year
in which such charge is couected, less any
amoi.mt appropriated to the Commission
from the Nuclear Waste Fund and the
amount of fees collected under subsection
(b) in such fIscal year.

"(3) AMouirr rss ucxssxL—The Comm1s
slon shall establish, by rule, a schedule of
charges fairly and equitably allocating the
aggregate amount of charges described In
paragraph (2) among the licensees described
in paragraph (1). The charges shall have a
reasonable relationship to the cost of pro-
vkiing regulatory services and may be based
on the allocation of U Commission's re-
sources among licensees or classes of licens-
ees described In paragraph (1).

"(d) Dss'!srTIoI.—M used in this section,
'Nuclear Waste Fund' means the fund estab
lished pursuant to section 302 (C) of the Nu-
clear Waste Policy Act of 1982 (42 U.S.C.
10222 (C)).".
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(b) Rssaaj.—Tftle VII of the Consolidated

Omnibus Budget Reconciliation Act Of 1985
(Public Law 99-272) is amended by striking
sabtltle 0. ThIs repeal shall become effec-
tive upon promulgation of the Nuclear Reg-
ulatory Commission's final rule Implement-
ing section 292 of the Atomic Energy Act of
1954.

(C) TABLE or Cowmwr.—The table of con-
tents of the Atomic Energy Act of 1954 is
amended by adding after the Item relating
to section 291 the following new Item:

"Sec. 292. User fees and annual charges.".
Sublitle B—Togus Timber Reform

SEC. 5201. SHORI' TITLE.

This subtitle may be cited as the "Tongass
Timber Reform Act",
CHAPTER 1—ALASKA NATIONAL IN-

TEREST LANDS CONSERVATION ACT
AMENDMENTS

SEC. MIt. TO REQUIRE ANNUAL APIIIOPRIAIIONS
FOR TIMBER MANAGEMENT AND RE-
SOURCE CONSERVATION ON THE TON-
GASS NATIONAL FOREST.

SectIon 705(a) of the Alaska National In-
terest Lands Conservation Act (16 U.S.C.
5306(a)) is repealed effectIve October 1,
1990.
SRC 5212. IDR?.rTIFICAT)ON OF LANDS UNSUITABLE

FOR TIMBER PRODUCTION.
SectIon 705(d) of the Alaska National In-

terest Lands Conservation Act (16 U.S.C.
539d(d)) Is hereby repealed.
SEC. 5213. FUTURE REPORTS ON THE TONCASS NA.

TIONAL FORERT.

(a) MowrroRIxo,—Sectlon 706(a) of the
Alaska National Interest Lands Conserva-
tion Act (16 U.S.C. 639e(a)) is amended—

(1) by striking 'the Committee on Interior
and Insular Affairs" and Inserting "the
Committee on Agriculture and the Commit-
tee on Interior and Insular Affairs"; and

(2) by striking the second sentence and In-
serting the following new sentenoe: "This
report shall Include a complete analysis of
the losses or gains sustained by the United
States Government with respect tQ long-
term, short-term and total sales of timber
from the TongasB National Forest using in-
formation from the statement on revenues
and expenses of the Timber Sale Program
Information Reporting System and shall
display total costs, unit costs (per thousand
board feet of timber sold or released) and
associated revenues, for the current and
previous two years of operations.",

(b) STATTS.—SeCtIOn 706(b) of the Alaska
National Interest Lands Conservation Act
(16 U.S.C. 539e(b)) Is amended as follows:

(1) StrIke out "and (4)" and Insert in lieu
thereof "(4)".

(2) StrIke the period at the end of the sec-
tion and Insert ", (5) the Impact of timber
management on subsistence resouicea, wild-
life, and fisheries habitats, an4 (6) the stepe
taken by the Secretary of Agriculture under
section 5241(c) of the Tongass Timber
Reform Act",

(C) CoissuLmTIow,—Section 706(c) of the
Alaska National Interest Lands Conserva-
tion Act (16 U.S.C. 539e(c)) is amended by
striking out "and the Alaska Land Use
Council" and inserting in lieu thereof "the
southeast Alaska commercial fishing Indus-
try, and the Alaska Land Use Council".
bEC. 5214. ADMINISTRATION.

Section 705 (16 U.S.C. 539d) of the Alaska
National Interest Lands Conservation Act Is
amended by adding at the end thereof the
following:

"(e) Fiawsaim PRoTwnow.—In order to
assure protection of ripailan habitat, the
Secretary of Agriculture shall maintain a
buffer r.one of a minimum of 100 feet In
width within which logging shall be prohib-
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Ited on each side of all anadromous fish
streams In the Tongass National Forest, end
their tributaries, exoept those tributaries
with no reSident fish populations which are
intermittent In flow, or have flow of inad-
equate magnitude to directly influence
downstream fish habitat.

"(f) Tswsxzs Seiiitcs Roan Pnoinss-
vow—A vehicular acoess road connecting
the Indian River and Oame Creek roads
may not be constructed, and the Secretary
of Agriculture shall not engage in any fur-
ther efforts to connect the city of Tenakee
Springs with the logging road system on
Chichagof Island.".
CHAPTER 2—TERMINATION OF LONG-

TERM TIMBER SALE CONTRACTS IN
ALASKA

SEC. 5231. IERMINAIION.
Title V of the Alaska National Interest

Lands Conservation Act Is amended by
adding at the end thereof the following new
section:
8Ec. 505. TERMINATION OF IJ34I TERM TIMBER

SALE CONTRACTS IN ALASKA.
"(a) PINEIwO.—The Congress hereby finds

and declares that It is In the national inter-
est to assure that valuable public resources
In the Tongass National Forest are protect-
ed and wisely managed. Termination of the
long-term timber sale contracts is necessary
because the contracts prevent proper Forest
Service management, allow the holders to
concentrate logging in the rare, high-
volume old growth forest most valuable for
fish and wildlife habitat, threaten natural
resource dependent communities end Indus-
tries, and undermine competition within the
southeast Alaska timber Industry.

'(b) TERMINATION OF Lowe-TERM TIMBER
Suz CoNtRACTS—Not later than 90 days
after the date of enactment of this section,
the Secretary of Agriculture shall terminate
the long-term timber sale contracts num-
bered 12-11-010-1545 and AlOfs-1042 be-
tween the United States and Alaska Pulp
Corporation, and between the United States
and Ketchikan Pulp Company, respectively.

"(c) Suas'riruriox OP SHORT-TEals TIMBER
SAI.zs.—The Secretary of Agriculture Is au-
thorized to make available sufficient vol-
umes of Umber to meet actual market
demand as determined pursuant to planning
pro specified In seCtion 6 of the Forest
and Rangeland Renewable Resources Plan-
ning Act of 1974 and other applicable laws.
Timber sales shall be offered for competi-

• tire bid and administered consistent with
standard, short-term Umber sales on other
national forests.".

CHAPTER 3-WILDERNESS
SEC. 5231. ADD!TIONAL WTLDEENESS AREAS.

• (a) Dssiowarrow,—Sectlon 703 of the
Alaska National Interest Lands Conserva-
tion Act is amended by adding at the end
thereof the foilowlng

"(c) DESIGNATION OP ADDITIONAL W1LDZR-
wms ow rirs T0NGABS NATIoNAl. FoamT.—In
furtherance of the purposes of the Wilder-
ness ACt (16 U.S.C. 1131-1136), the following
lands within the Tongass National Forest In
the State of Alaska are hereby designated as
wilderness and therefore as components of
the National Wilderness Preservation
System:

"(1) Aiqs,i csz wnmniqzss.—Certaln
lands which comprise approxImately 38,415
acres, as generally depicted on a map enti-
tled 'Anan Creek Wilderness—Proposed' and
dated May 1989, which shall be known as
the Anan Creek Wilderness.

"(2) BEaRERS BAT wILussurEaL—Certain
lands which comprise approximately 46,135
acres, as generally depicted on a map enti-
tled 'Berners Bay Wilderness—Proposed'
and dated May 1989, which shall be known
as the Berners Bay Wilderness.
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"(3) Cu,ent-isoi.aaoow WILSERNES5.—Cer-

tam lands which comprise approximately
68,893 acres, as generally depicted on a map
entItled 'Calder-Hoibrook Wilderness-Pro-
posed' and dated May 1989, whIch shall be
known as the Calder-Hoibrook Wilderness.

"(4) CHICHAGOY wn.r,sairsss.—Certaln
lands which comprise approxImately 347,733
acres, as generally depicted on a map enti-
tled 'Chichagof Wilderness—Proposed' and
dated May 1989, which shall be known as
the Chlchagof Wilderness.

"(5) CouCH asva wzLDERuss.—Certain
lands which comprise approximately 124,539
acres, as generally depicted on a map enti-
tled 'Chuck River Wilderness—Proposed'
and dated May 1989, whIch shall be known
as the Chuck River Wilderness.

"(8) Kaawwq wu.nwtzss.—Certaln lands
which comprise approxImately 34,044 acres,
as generally depicted on a map entitled 'Ka-
dashan Wilderness—Proposed' and dated
May 1989. which shall be known as the Ks-
duhan Wilderness.

"(7) KARTA RIVER wILamIIzss.—Certaln
lands which comprise approximately 39,888
acres, as generally depicted on a map enti-
tled 'Karta River Wilderness-Proposed'
and dated May 1989, which shall be known
as the Karta River Wilderness.

"(8) KEGAN LAKE wILDzRNxss.—Certaln
lands which comprise approximately 24,655
acres, as generally depicted on a map enti-
tled 'Kegan Lake Wilderness—Proposed'
and4ated May 1989, whIch shall be known
as the Kegan Lake Wilderness.

"(9) NAHA RIVER WILDERNms.—Certaln
lands which comprise approxImately 31,794
acres, as generally depicted on a map enti-
tled 'Naha River Wilderness—Proposed' and
dated May 1989, whIch shall be known as
the Naha River Wilderness.

"(10) NUTKWA WILDERNESS—CertaIn lands
which comprise approxImately 52,654 acres,
as generally depicted on a map entitled
'Nutkwa Wilderness—Proposed' and dated
May 1989, which shall be known as the
Nutkwa Wilderness.

"(11) Outsroz zswrjts wn.anuizss.—Cer-
tam lands which comprise approximately
98,572 acres, as generally depicted on a map
entitled 'Outside Islands Wilderness—Pro-
posed' and dated May 1989, which shall be
known as the Outside Islands Wilderness.

"(12) P1.EAssirr-I.125EsuR1sa-IIIAN ISLANDS
wrLDsRNzss.—Certaln lands which comprise
approxImately 23,140 acres, as generally de-
picted on a map entitled Pleasant-Lemesur-
Ier-Inlan Islands Wilderness—Proposed' and
dated May 1989, which shall be known as
the Pleasant-Lemesurler-Inlan Islands Wil-
derness.

"(13) PoINT ADOLPEUS-MUD BAT WILDER-
iirss.—Certaln lands which comprise ap-
proximately 73,346 acres, as generally de-
picted on a map entitled Point Adolphus-
Mud Bay Wilderness—Proposed' and dated
May 1989, which shall be known as the
PoInt Adolphus-Mud Bay Wilderness.

"(14) PORT aouGwrON-SANB0RIq CANAL WIL-
ouurrss.—Certaln lands which comprise ap-
proximately 58,915 acres, as generally de-
picted on a map entitled 'Port Houghton-
Sanborn Canal Wilderness—Proposed' and
dated May 1989. which shall be known as
the Port Houghton-Sanborn Canal Wilder-
ness.

"(15) ROcKY PASS wILDsaNms.—Certaln
lands which comprise approximately 75,734
acres, as generally depicted on a map enti-
tled 'Rocky Pass Wilderness—Proposed' and
dated May 1989, which shall be known as
the Rocky Pass Wilderness.

"(16 SARXAR LAKES 'WILDTRIqESS.—Certaln
lands which comprise approximately 25,650
acres, as generally depicted on a map enti-
tled 'Sarkar Lakes Wilderness—Proposed'
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and dated May 1989. which shall be known
as the S&kar Lakes Wilderness.

'( 17) SOUTH ETOLIN ISLAND WILDERNESS.—
Certain lands which comprise approximate-
ly 83.642 acres, as generally depicted on a
map entitled South EtolLn Island Wilder-
ness—Proposed' and dated May 1989. which
shall be known as the South EtolLn Island
Wilderness.

(18) SouTn guru wILDERNESs.—CertaLn
1&nds which comprise approximately 19 1.532
acres, as generally depicted on a map enti-
tled South Kuiu Wilderness—Proposed' and
dated May 1989. which shall be known as
the South Kuiu Wilderness.

"(19) SULLIVAN ISLAND wtLDRNESs.—Cer-
tam lands which comprise approximately
4,032 acres, as generally depicted on a map
entitled 'Sullivan Island Wilderness—Pro-
posed and dated May 1989. which shall be
known as the Sullivan Island Wilderness.

"(20) TR, BAY wThDnuss.—CertaLn lands
which comprise approximately 6,667 acres,
as generally depicted on a map entitled
Trap Bay Wilderness—Proposed' and dated
May 1989. which shall be known as the Trap
Bay Wilderness.

(21) WIST DUNCkN CkNAL WILDERNESS.—
CertaLn lands which comprise approximate-
ly 134,621 acres, as generally depicted on a
map entitled West Duncan Canal Wilder-
ness—Proposed' and dated May 1989. which
shall be known as the West Duncan Canal
Wilderness.

"(22) YAKUTAT FORXLANDS WILDERNESS.—
Certain lands which comprise approximate-
ly 220.268 acres, as generally depicted on a
map entitled 'Yakutat Forelands Wilder-
ness—Proposed' and dated May 1989. which
shall be known as the Yakutat Forelands
Wilderness.

"(23) Youwc LAKE WILDERNESS ADDITION TO
ADMIRALTY ISLAND NATIONAL MONUMENT.—
Certain lands which comprise approximate-
ly 18,702 acres, as generally depicted on a
map entitled 'Young Lake Wilderness—Pro-
posed' and dated May 1989. which shall be
managed as an addition to the Admiralty
Island National Monument.

"(d) APPLICATION 0? SEc-rIo!c 1315(e)—Sec-
tion 1315(e) of this Act (16 u.s.c. 3203(e))
shall not apply to the wilderness designated
by subsection (C)?'.

(b) ADMINI5mATI0N.—Section 707 of the
Alaska National Interest Lands Conserva-
tion Act Is amended by adding the follo'Ing
at the end thereof: 'Subject to valid exist-
ing rights, the wilderness areas designated
tn amendments made to section 703(c) of
this Act by the Tongass Timber Reform Act
shall be admLnistered by the Secretary of
Agriculture Ln accordance with this section,
except that, Ln the case of such areas, any
reference tn the provisions of the Wilder-
ness Act to the effective date of the Wilder-
ness Act (or any similar reference) shall be
deemed to be a reference to the date of en-
actment of the Tongass Timber Reform
Act.".
CHAPTER 4—IMPROVEMENT OF THE

MANAOEMENT OF THE TONGASS NA-
TIONAL FOREST

SEC. 5241. MANAGEMENT OP THE TONGASS NATION.
AL FOREST.

(a) FINDINO5.—The Congress fLnds that—
(1) the commercial flshLng. recreation,

Umber, and tourism Lndustres each make a
substantial contribution to the economy of
southeast Alaska and their ability to con-
tribute Ln the future depends upon balanced
plannLng and management of the Tongass
National Forest; and

(2) the Secretary of Agriculture should
plan and manage the Tongass National
Forest In a manner that adequately protects
and enhances fish, wildlife, and recreation
resources, as well as timber, and should act
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In the long-term best Lnterests of all natural
resources dependent industiles and subsist-
ence communities In southeast Alaska.

(b) PUBP0SES—The purposes of this sec-
tion are to require the Secretary of Agricul-
ture to—

(1) assess the extent to which planning
and management of the Tongass National
Forest pilor to the enactment of this Act
has cliff ered from planning for, and manage-
ment of. other national forests; and

(2) change, In conformance with laws ap-
plicable to the National Forest System.
planning and management piloritles regard-
ing the Tongazs National Forest 80 as to
assure that greater emphasis is given to the
long-term best Interests of the commercial
fishIng, recreation, and tourism Industries.
subsistence communities In southeast
Alaska. and the national Interest In the fish
and wildlife and other natural resources of
the Tongass National Forest.

(C) DIRzcTIvK.—The Secretary of Agricul-
ture is authorized and directed to take such
steps as are necessary In current manage-
ment practices and In revisions of the Ton-
gas land management plan to achieve the
purposes desciibed In subsection (b).

(d) 0u-GRownI FOREST MANAGEMKNT.—In
developing the land management plan for
the Tongass National Forest pursuant to
section 6 of the Forest and Rangeland Re-
newable Resources Planning Act of 1974.
the Secretary shall—

(1) provIde for sustatned production of
old-growth forest resources withIn the Ton-
gass National Forest; and

(2) upon completion of the draft of such
plan, which shall be completed In any event
not later thax one year after the date of en-
actment of this Act, report to the Commit-
tees on Agriculture and on Inteilor and In-
sular Affairs of the House of Representa-
tives and the committee on Agriculture. Nu-
tiltion. and Forestry of the Senate on provi-
sions Incorporated Into such plan to meet
the objective set forth tn paragraph (1). The
report shall Include—

(A) the definition of the term old-growth
forest used for purposes of such plan:

(B) the quantity and distribution of old-
growth forest in the Tongass National
Forest;

(c) the management objectives and guide-
lines Incorporated Into such plan to provide
for sustained production of old-growth
forest resources:

(D) the cilteria used to determIne how to
Integrate old-growth forest management ob-
jectives Into the plan; and

(E) the relationship between old-growth
forest management objectives and other re-
source management goals affecting timber,
fish and wildlife, water quality, recreation,
subsistence uses, and aesthetics.

Subtitl€ C—Oil Shale Oaim Reform

SEC. 5381. FINDINGS
The Congress fInds that:
(1) CertaIn oil shale mining claims were

located pursuant to the General MinIng Act
of May 10, 1872, before enactment of the
MIneral LeasIng Act of February 25. 1920,
which provides for the leasing of that min-
eral.

(2) Section 37 of the Mtneral Leasing Act
permitted oil shale claLms that were 'maIn-
talned In compliance with the laws under
which Initiated' to be perfected under such
laws.

(3) The holders of those oil shale claims
that have not been patented have been af-
forded ample opportunity to apply for pat-
ents over the last 70 years but have failed to
take such action.

(4) Both the Mining Act of 1872 and the
MIneral Leasing Act were Intended to ftC-
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complish the development of the mineral re-
sources of the Nation, tncluding oil shale.

(5) Almost none of the oil shale claims
have been developed for their oil shale in
the Intervening 70 years. -

(6) The conttnued existence of these oil
shale claims restricts the lands from the de-
velopment of other minerals which may
exist on the claimed lands.

(7) The continued existence of these oil
shale claims interferes with the effective
management of Federal lands.

(8) Issuing patents at this time for claims
for which a iight to patent has not vested
would likely result in nonrnineral develop-
ment contrary to the intent of the Mining
Act of 1872 and the Mineral Leasing Act.

(9) The lands embraced in an unpatented
claim remain subject to the dtsposing power
of the congre8s until all conditions imposed
by law for issuance of a patent are fully sat-
isfied.

(10) Either the conversion of. valid oil
shale claims to leases or requiring diligent
work toward production on such claims, to-
gether with the cancellation of invalid
claims, would promote mineral development
including for oil shale.

(11) It Is in the public interest for these
claims to be brought to some final resolu-
tion so that Federal lands affected may be
properly managed for their mineral and
other values in accordance with the laws
and policies of the united states.
SEC. 5302. AMENDMENT TO TIlE MINERAL LEASINC.

ACT.

Section 37 of the Mineral Leasing Act (30
u.s.c. 193) Is amended by inserting '(a)'
before the first sentence and by adding the
following new subsections at the end there-
oL

"(b)(1) The Secretary of the Interior shall
undertake an expedited program to deter-
mine the validity of all unpatented oil shale
claims referred to In subsection (a). The ex-
pedited program shall include an examina-
tion of all unpatented oil shale claims, in-
cluding those for which a patent application
has not been filed. If a claim is determined
to be invalid, the Secretary shall promptly
declare the claim to be null and void and
cancel it.

'(2) Not later than 30 days after the en-
actment of thli subsection the Secretary
shall publish proposed regulations in the
Federal Register containing standards and
cilteria for determining the validity of all
unpatented oil shale claims referred to in
subsection (a). Final regulations shall be
promulgated within 180 days after the date
such proposed regulations are published.
The Secretary shall make a determination
with respect to the validity of each such
claim within 2 years after the promulgation
of such final regulations. In making such
determinations the secretary shall give pri-
oiity to those claims which meet the re-
quirements of paragraphs (1) and (2) of sub-
section (C) and subsection (f)

'(c) Except as provided In subsection (f),
after January 24. 1989, no patent shall be
Issued by the united 5tates for any oil shale
claim referred to in subsection (a) unless
the Secretary of the Interior determines
that, for the claim concerned—

'(1) a patent application was filed with
the Secretary on or before January 24. 1989.
and

"(2) all requirements established under
sections 2329, 2330. 2331, and 2333 of the
Revised Statutes 30 u.s.c. 35, 36. and 3'7)
were fully complied with by that date.

'(d)(l) The holder of each oil shale claim
for which no patent may be issued by
reason of subsection (C) shall make an elec-
tion under paragraph (2) or paragraph (3
of this subsection. Not later than 30 days
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after the enactment of this subsection, the
Secretary shall notify the holder of each
such claim of the requirement to make such
electIon. The holder shall make the election
by certified mill withIn 60 days alter receiv-
ing such notification. Failure to make an
election within such period, shall be deemed
ooxlua1vely to costltute a forfeiture of the
claim and the claim shall be null and void.

'(2) The holder of a claim required to
make an election under this subsection may
elect to apply to the Secretary for a lease
under section 21, The Secretary shall
promptly provide a lease application to any
clalrnholder who makes such election and
the claimholder shall file an application for
a lease wIthin 90 days after receiving such
application. Upon receiving Such iD applica-
tion the Secretary shall issue a lease to the
holder of such claim for the area covered by
the claim 11 the claim is determined to be
valid. A lease under this paragraph shall be
Issued in accordance with the provisions of
section 21 except as follows

(A) The term of the lease shall be 20
years and for so long thereafter as oil shale
or associated minerals are produced annual-
ly En commercial quantities from the lease.

"(B) The acreage limitations contained En
section 21(a) shall not apply.

'(C) The first and second provisos of sec-
tion 21(a) shall not apply.

"(D) The limitation on the number of
leases to be granted to any one person, asso-
ciation, or corporation contained En section
21(a) shall not apply.

"(31) The phrase 'oil shale and gilsonite' En
the first sentence of section 21(a) shall be
construed to include oil shale and all other
associated minerals,

"(3XA) The holder of a claim making an
election under this subsection may elect to
maintain the claim by complying with such
requirements as the Secretary shall pre-
scribe, by rule, to assure that., during each
year that oil shale or associated minerals
are not being produced from the claim In
commercial quantities, the holder of such
claim either makes payments En lieu of dili-
gent development under subparagraph (B)
or expends an amount annually which—

"(i) represents diligent efforts toward the
production of oil shale or associated miner-
als (or both),

"(ii) includes substantial work on the
claim, and

"(iii) represents not less than $5,000 worth
of expenditure on the claim.

'(B) In lieu of making the expenditure de-
scribed in clauses (I), (it), and Uui) in any
year, the holder of such claim may pay the
Secretary an amount equal to $5,000 for the
claim for that year. Moneys received by the
Secretary under this subparagraph shall be
disposed of in the same manner as moneys
received pursuant to sectIon 35, except that
50 percent of such moneys shall be trans-
ferred to the States and 50 percent shall be
deposited in the General Fund of the Treas-
ury.

'IC) The Secretary shall promulgate a
final rule under this paragraph within 80
days after the enactment of this subsection.
The annual expenditure requirement under
such rule shall take effect on the first day
of the first month of September which
occurs more than 90 days after the enact-
ment of this subsection.

'(D) The Secretary shall review the ex-
penditures made for each such claim not
less frequently than annually.

"(E) In applying the provisions of section
314 of the Federal Land Policy and Manage-
ment Act of 1976 (43 U.S.C. 1744), the
holder of a claim for which an e1ectAon
under this paragraph has been made shall
comply with the provisions of subsection
(a)(i) thereof only by filing (as provided In
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such provisions) en affidavit that the
annual expenditure (or annual payments in
lieu of diligent development) requirements
of this paragraph have been met with re-
spect to such claim or that oil shale or asso-
ciated minerals are being produced from the
claim in cosnmevcitl quantities.

'(F) Paflure to comply with the require-
ments of this paragraph and the require-
ments of Such section 314<aXl) shall be
deemed conclusively to constitute a forfeit-
ure of the claim and the claim shall be null
and void. In addition, the Secretary shall de-
clare a claim to be null and void and cancel
it on the earlier of the following:

'(i) The date on which the Secretary de-
termines that oil shale and associated min-
erals are eahausted.

"(ii) The date 100 years after the date of
location of the claim.
On the date referred to In clause (ii), the
Secretary shall make a determination under
this subparagraph and If the Secretary dc-
termines that oil shale or associated miner-
als are being produced in commercial quan-
tities there shall be substituted for such
date the date on which the Secretary deter-
mines that oil shale or associated minerals
cease to be produced from the claim in com-
mercial quantities.

"(0) The provisions of sections 4 and 6 of
the Act of August 13. 1954 (30 USC. 524
and 526). popularly known as the Multiple
Minerals Development Act, and the provi-
sions 01 section 4 of the Act of July 23, 1955
(30 U.S.C. 612), popularly known as the Stir-
face Resources Act, shall apply to claims for
which an election under this paragraph has
been made in the same manner and to the
same extent as such provisions apply to the
minIng claims referred to therein.

'(c) In addition to other applicable re-
quirements, any person who holds a lease
pursuant to paragraph (2) of subsection (d)
or who maintains a claim pursuant to para-
graph (3) of subsection (d) or pursuant to
subsection (f) shall be required, by regula-
tion, to reclaim the site subject to such lease
or claim and to post a surety bond or pro-
vide other types of financial guarantee satis-
factory to the Secretary before disturbance
of the site to ensure such reclamation. The
Secretary shall promulgate such regulations
as.may be necessary to Implement this sub-
section.

"(I)(l) If a patent application was filed
with the Secretary before January 24. 1986,
for an oil shale claim referred to in subsec-
tion (a) but all requirements established
under sections 2329. 2330. 2331. and 2333 of
the Revised Statutes 130 U.S.C. 35, 86. and
37) were not fully compiled with by that
date, the Secretary may Issue a patent
under this subsection notwithstanding the
failure to meet those requirements by that
date 11 such requirements are subsequently
met and the Secretary determines the claim
to be valid (after review as provided In sub-
section (c)). The patent shall be limited to
the oil shale and associated minerals on
such claim. Upon compliance with such re-
quirements, such patent may be Issued upon
payment to the Secretary of $2,000 per acre,

"(2) Any patent under this sutction
shall be subject to an express reservation of
the surface of the affected lands, and the
provisions of sections 4 and 6 of the Act of
August 13. 1954 (30 U.S C. 524 and 5261,
popularly known as the Multiple Minerals
Development Act, and of section 4 of the
Act of July 23. 1955 (30 U.&C. 612), popular-
ly known as the Surface Resources Act.
shall apply to such claim in the same
manner and to the same extent as such pro-
visions apply to the unpatented mining
claims referred to in such provisions,
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"(3) No claimholder having a claim de-

scribed in this subsection shall be required
to make an election under subsection (d).".

Subtitle D—Reclaatlon Fee.
8E 5411. ABANDONED MiME RECLAMA'IION FUND.

(a) Bouscrs or Dosrrs.—Section 401(b)
of the Surface Mining Control and Recla-
mation Act of W17 (30 U.S.C. 1231(b)) Is
amended as follows:

(1) Amend paragraph (1) to read as fol-
lows:

"( 1) the reclamation fees levied under sec-
tion 402;".

(2) Strike "and" at the end of paragraph
(3); strike the period at the end of para-
graph (4) and insert "; and"; and add the
following new paragraph at the end:

"(5) interest credited to the fund under
subsection (c).',

(b) USE Or Moarrs.—Section 401(c) of the
Surface Mining Control and Reclamation
Act 011977 (30 U.S.C. 1231(c)) Is amended
as follows:

(1) In paragraph (1), strike "402(g)(2)"
and Insert "402(gXl)".

(2) Amend paragraph (2) to read as fol-
lows:

"(2) for transfer on an annual basis to the
Secretary of Agriculture for use under sec-
tlon 406;".

(3) In paragraph (6), strike "by contract"
and insert "conducted in accordance with
section 3501 of the Omnibus Budget Recon-
ciliation Act of 1986" after "projects",

(4) Strike "and" at the end of paragraph
(9).

(5) StrIke paragraph (10) end Insert the
following:

"(10) for use under sectIon 411:
"(11) for the purpose of section 507(c),

except that not more than $10,000,000 shall
annually be available for such purpose; and

"(12) all other necessary expenses to ac-
complish the purposes of this subtitle.".

(c) INTEREsT—Section 401 of the Surface
Mining Control and Reclamation Act of
1977 (30 U.S.C. 1231) is amended by adding
the following new subsection at the end:

"(e) bq-rsazs'r.—-The Secretary of the Inte-
rior shall invest such portion of the fund as
is not, in his judgment, required to meet
current withdrawals. Such investments shall
be In public debt securities with maturities
suitable for the needs of such fund and
bearing Interest at rates determined by the
Secrctary of the Treasury, taking into con-
sideratiofl current market yields on out.-
standing marketable obligations of the
United States of comparable maturities.
The income on such investments shall be
credited to, and form a pert of, the fund.".
.SEC. 5412. RF'A'I.AMAISON FEES.

(a) R'ra.—Sectlon 402(a) of the Surface
Mining Control and Reclamation Act of
197? ?O U.S.C. 1232(a)) is amended by
adding the following at the end: "The rate
at w!,ich such fee is imposed shall be modi-
fied as provided in section 411(a) in the case
of any State or Indian tribe certified under
sect kin 411(a).",

<b; Dur DATE.—Section.402(b) of the Sur-
face Mining Control and Reclamation Act of
1977 30 U.S.C. 1232(b)) is amended by strik-
ing 'i'fteen years after the date of enact-
ritent of this Act unless extended by an Act
of Congress" and Inserting "ending Septem-
ber 30, 2007".

(C) Sm'rrssrirr.—Sectlon 402(c) of the Sur-
face Mining Control and Reclamation Act of
1977 (30 U.S.C. 1232(c)) is amended by
adding the following at the end thereof:
"Such statement shall include an ident!f lea-
lion of the permittee of the coal mining Op-
eration If different frcm the operator, the
owner of the coal, preparation plant,
tipple, or loading point for the coal, and the
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person purchasing the coal from the opera-
tor. The report shall also specify the
number of the permit required under sec-
tIon 510 and the mine safety and health
Identification number. Each quarterly
report shall contain a notification of any
changes in the Information required by this
subsection since the date of the preceding
quarterly report. The Information contained
in the qtiarterly reports under this suboec-
Uon shall be maintained by the Secretary in
a computerized database.".

(d) Aunrrs.—Sectlon 402(d) of the Surface
Mining Control and Reclamation Act of
1977 (30 U.S.C. 1232(dfl Is amended by in-
sorting "(1)" after "(d)" and by adding the
following at the end thereof:

"(2) The Secretary shall conduct such
audits of coal production and the payment
of fees under this subtitle as may be neces-
sary to ensure full compliance with the pro-
visions of this subtitle. For purposes of per.
forming such audits the Secretary (or any
duly designated officer, employee, or repre-
sentative of the Secretary) shall, at all rea-
sonable times, upon request, have access to,
and may copy, all books, papers, and other
documents of any person subject to the pro.
visions of this subtitle. The Secretary may
at any time conduct audits of any coal
mining and reclamation operation, Including
without limitation, tipples and preparation
plants, as may be necessary In the judgment
of the Secretary to ensure full and complete
payment of the fees under this subtitle.".

(e) N0TIc.c.—Sectlon 402(f) of the Surface
Mining Control and Reclamation Act of
1977 (30 U.S.C. 1232(f)) is amended by
adding the followIng at the end thereof:
"Whenever the Secretary believes that any
person has not paId the full amount of the
fee payable under subsection (a) the Secre-
tary shall notify the Federal agency respon-
sible for ensuring compliance with the pro-
visions of sectIon 4121 of the Internal Reve-
nue Code of 1988.".
SEC 5403. AU.OCATION OF FUNDS.

SectIon 402(g) of the Sw-face Mining Con-
trol and Reclamation Act of 1977 (30 U.S.C.
1232g Is amended to read as follows:

"(g) Azz.ocAnoN or Fuims.—(1) Moneys
deposited Into the fund shall be allocated by
the Secretary to accomplish the purposes of
this subtitle as follows:

"(A) 50 percent of the reclamation fees
collected annually in any State (other than
fees collected with respect to Indian lands)
shall be allocated annually by the Secretary
to the State, subject to such State having
each of the following—

"(I) An approved abandoned mine recla-
Inatlon program pursuant to section 405.

"(U) Lands, waters, and facilities which
are eligible pursuant to section 404 (in the
case of a State not certified under section
411(a)) or pursuant to section 411(b) (in the
case of a State certified under section
411(a)).

"(B) 50 percent of the reclamation fees
collected annually with respect to Indian
linda shall be allocated annually by the Sec-
retary to the Indian tribe having jurisdic-
.tlon over such lands, subject to such tribe
having each of the following—

"(I) An approved abandoned mine recla-
mation program pursuant to section 405.

'(il) Lands, waters, and facilities which
are eligible pursuant to section 404 (In the
case of an Indian tribe not certified under
section 411(a)) or pursuant to sectIon 411(b)
(in the case of a tribe certified under section
411(a)).

"(C) The funds allocated by the Secretary
under thls paragraph to States and Indian
tribes shall only be used for annual reclama-
tion project construction and program ad-
ministration grants.
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"D) To the extent not expended wIthIn 3

years after the date of any grant award
under this paragraph, such grant shall be
available for expenditure by the Secretary
in any area under paragraph (2), (3), (4), or
(5).

"(2) 20 percent of the amounts available
in the fund in any fIscal year which are not
allocated under paragraph (1) in that fiscal
year (including that Interest accruing as
-provided in section 401(e) and Including
funds available for reallocation pursuant to
paragraph (1XC)), shall be allocated to the
Secretary only for the purpose of making

- the annual transfer to the Secretary of Ag-
riculture under section 401(cX2).

"(3) Amounts available in the fund which
-are not allocated to States and Indian tribes
under paragraph (1) or allocated under
paragraph (2) and paragraph (5) are author-
ized to be expended by the Secretary for
any of the following: -

"(A) For the purpose of section 507(c),
either directly or through grants to the
States, subject to the limitation contained
in section 401(c)(l1).

"(B) For the purpose of section 410 (relat-
ing to emergencies). -

"(C) For the purpose of meeting the ob-
jectives of the fund set forth In section
403(a) for eligible lands, waters, and facili-
ties pursuant to section 404 in States and on
Indian lands where the State or Indian tribe
does not have an approved abandoned mine
reclamation program pursuant to section
405.

"(D) For the administration of this sub-
title by the Secretary.

"(4XA) Amounts available in the fund
which are not allocated under paragraphs
(1), (2), and (5) or expended under para-
graph (3) in any fiscal year are authorized
to be expended by the Secretary under this
paragraph for the reclamation or drainage
abatement of lands and waters within unre-
claimed sites which were mined for coal or
which were affected by such mining, waste-
banks, coal processing or other coal mining
processes and left In an inadequate reclasna-
tion statu&

"(B) Funds made available under this
paragraph may be used for reclamation or
drainage abatement at a site referred to In
subparagraph (A) if the Secretary makes
either of the following findings: -

"(i) A finding that the coal mining oper-
ation occurred during the peric1 begJng
on August 4, 1977, and ending on or before
the date on which the Secretary approved a
State program pursuant to sectIon 503 for
State in which the site is located, and that
any funds for reclamation or abatement
which are available pursuant to a bond or
other form of financial guarantee or from
any other source are not sufficient to pro.
vide for adequate reclamation or abatement
at the site.

'(Il) A finding that the surety of the
mining operator became Insolvent prior to
the date of enactment of this paragraph,
and as of such date, funds Immediately
available from proceedings relating to such
Insolvency, or from any financial guarantee
or other source are not sufficient to provide
for adequate -reclamation or abatement at
the site.

"(C) In determining which sites to reclaim
pursuant to this paragraph, the Secretary
shall follow the priorities stated In para-
graphs (1) and (2) of section 403(a). The
Secretary shall ensure that priority is-given
to those sites which are In the Immediate vi-
cinity of a residential area or which have an
adverse economic impact upon a local com-
munity. -.

"(Dl Amounts collected from the assess-
ment of civil penalties under section 518 are
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authorized to be appropriated to carry out
this paragraph.

"(5) Any State may expend grants made
available under paragraphs (1) and (5) for
reclamation and abatement of any site re-
ferred to In subparagraph (A) if the State,
with the concurrence of the Secretary,
makes either of the fIndings referred to In
clause (i) or (II) of subparagraph (B) and If
the State determines that the reclamation
priority of the site is the same or more
urgent than the reclamation priority for eli-
gible lands and waers pursuant to section
404 under the priorities stated In para-
graphs (1) and (2) of sectIon 403(a).

"(F) For the purposes of the certification
referred to In section 411(a), sItes referred
to In subparagraph (A) of this paragraph
shall be considered as havIng the same pri-
orities as those stated In section 403(a) for
eligible lands and waters pursuant to section
404. All sites referred to In subparagraph
(A) of this paragraph withIn any State shall
be reclaimed prior to such State making the
certification referred to In sectIon 411(a).

"(5) The Secretary shall allocate 40 per-
cent of the amount In the fund after
making the allocation referred to In para-
graph (1) for making additional annual
grants to States and Indian tribes which are
not certified under section 411(a) to supple- -

ment grants received by such States and
Indian tribes pursuant to paragraph (1)(C)
until the priorities stated In paragraphs (1)
and (2) of sectIon 403(a) have been achieved
by such State or Indian tribe. The alloca-
tion of such funds for the purpose of
making such expenditures shall be through
a formula based on the amount of coal his-
torically produced In the State or from the
Indian lands concerned prior to August 3,
1977. Funds allocated or expended by the
Secretary under paragraph (2), 3, or (4) of
this subsection for any State or Indian tribe
shall not be deducted against any allocation
of funds to the State or Indian tribe under
paragraph (1) or under this paragraph.

"(6) Any State may receive and retain,
without regard to the 3-year limitation re-
ferred to in paragraph (1)(D), up to 10 per-
cent of the total of the grants made annual-
ly to such State under paragraphs (1) and
(5) if such amounts are deposited into
either—

"(A) a special trust fund established under
State law pursuant to which such amounts
(together with all Interest earned on such
amounts) are expended by the State solely
to achieve the priorities stated In section
403(a) after the year 2007, or.

"(B) an acid mine drainage abatement and
treatment fund established under State law
as provided In paragraph (7).

."(7)(A) Any State may establIsh under
State law an acid mine drainage abatement
and treatment fund from which amounts
(together with all Interest earned on such
amounts) are expended by the State to Im-
plement, In consultation with the Soil Con-
servation Service, acid mine drainage abate-
ment and treatment plans approved by the
Secretary. Such plans shall provide for the
comprehensive abatement of the causes and
treatment of the effects of acid mIne drain-
age within qualified hydrologic units affect-
ed by coal mining practices.

"(B) The plan shall Include, but shall not
be limited to. each of the following:

- "(i) An Identification of the qualified hy-
drologic unit.

"(II) The extent to which acid mine drain-
age is affecting the water quality and bio-
logical resources withIn the hydrologic unit.

"(Ill) An identification of the sources of
acid mine drainage within the hydrologic
unit.
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4'(Iv) An Identification of individual

projects and the measures proposed to be
undertaken to abate andtreat the causes or
effects of acid mine drainage with the hy-
drologic unit.

'(v) The cost of undertaking the proposed
abatement and treatment measures.

"(vi) An Identification of existing and pro-
posed sources of funding for such measures.

"(vii) An analysis of the cost-effectiveness
and environmental benefits of abatement
and treatment measures.

"(C) The Secretary may approve any plan
under this paragraph only after determin-
ing that such plan meets the requirements
of this paragraph. In conducting an analysis
of the Items referred to in clauses (iv), (v).
and (vii) the Director of the Office of Sur-
face Mining shall obtain the comments of
the Director of the Bureau of Mines. In ap-
proving plans under this paragraph, the
Secretary shall give a priority to those plans
which will be Implemented in coordination
with measures undertaken by the Secretary
of Agriculture under section 406.

"(D) For purposes of this paragraph the
term 'qualified hydrologic unit' means a hy-
drologic unit—

"(i) in which the water quity has been
significantly affected by acid mine drainage
from coal mining practices in a manner
which adversely Impacts biological re-
sources; and

"(Ii) which contains lands and waters
which are—

"(I) eligible pursuant to section 404 and
include any of the priorities stated in sec-
tion 403(a); and

"(II) proposed to be the subject of the ex-
penditures by the State (from amounts
available from the forfeiture of bonds re-
quired under section 509 or from other
State sources) to mitigate acid mine drain-
age.

"(8) Of the funds available for expendi-
ture under this subsection in any fiscal year
the Secretary shall allocate annually not
less than $2,000,000 for expenditure in each
State, and for each Indian tribe, having an
approved abandoned mine reclamation pro-
gram pursuant to section 405 and, eligible
lands, waters, and facilities pursuant to sec-
tion 404 so long as an allocation of funds to
such State or such tribe is necessary to
achieve the priorities stated in paragraphs
(1) and (2) of section 403(a).".
SE. $404. FUNI) oBJEcrIvEs.

Section 403 of the Surface Mining Control
and Reclamation Act of 19'?'? (30 U.S.C.
1233) is amended as follows:

(1) Insert "(a) Puoarriss.—" after "Sic,
403.".

(2) StrIke "lands and water" and insert
"lands, waters, and facilities".

(3) Insert ", except as provided for under
section 411." after "title".

(4) Insert "and" alter paragraph (2).
(5) StrIke paragraphs (4), (5), and (6).
(6) Add at the end the following new sub-

sections:
"(b) UTILITIES AND O!rxm FAcnmzs.—(1)

Reclamation projects Involving the protec-
Uon, repair, replacement, Construction or
enhancement of utilities, such as those re-
lating to water supply, roads and such other
facilities serving the public adversely affect-
ed by coal mining practices shall be deemed
part of the objectives set forth, and under-
taken as they relate to, the priorities stated
in subsection (a).

"(2) Any State or Indian tribe not certi-
fied under section 411(a) may expend up to
30 percent of the funds allocated to such
8tate or Indian tribe in any year through
the grants made available under paragraphs
(1) and (5) of section 402(g) for the purpose
of protecting, repairing, replacing, con-

attucting, or enhancing facilities relating to
water supply, Including water distribution
facilities and treatment plants, to replace
water supplies adversely affected by coal
mining practices.

"(3) If the adverse effect on water sup-
plies referred to in this subeectlon.occurred
both prior to and alter August 3, 1977, sec-
tion 404 shall not be construed to prohibit a
State or Indian tribe referred to in para-
graph (2) from using funds referred to in
such paragraph for the purposes of this sub-
section If the State or Indian tribe deter-
mines that such adverse effects occurred
predominantly prior to August 3, 1977.

"(c) INvvrroaT.—For the purposes of as-
sisting in the planning and evaluation of
reclamation projects pursuant to section
405, and assisting in nklng the certifica-
tion referred to in section 411(a), the Secre-
tary shall maintain an inventory Of eligible
lands and waters pursuant to section 404
which meet the priorities stated in para-
graphs (1) and (2) of subsection (a). Under
standardized procedures established by the
Secretary, States and Indian tribes with ap-
proved reclamation programs pursuant to
section 405 may offer amendments to
update the inventory as it applies to eligible
lands and waters under the jurisdiction of
such States or tribes. The Secretary shall
provide such States and tribes with the fi-
nancial and technical assistance necessary
for the purpose of makIng inventory amend-
ments. The Secretary shall compile and
maintain an inventory for States and Indian
lands in the case when a State or Indian
tribe does not have an approved reclamation
program pursuant to section 405. On a regu-
lar basis, but not less than annually, the
projects completed under this subtitle shall
be so noted on the inventory under stand-
ardized procedures established by the Secre-
tary,,,.
SEC $416. ELIGIBLE LANDS AND WATERS.

Section 404 of the Surface Mining Control
and Reclamation Act of 1977 (30 U.S.C.
1234) is amended by Inserting ", except as
provided for under section 411" after "proc-
esses", and by adding the following at the
end thereof: "For other provisions relating
to lands and waters eligible for such expend-
itures, see section 402(g)(4), section
403(bX2), and section 409.".
SEC. 1401. STATE RECLAMATION PROGRAMS.

Section 405 of of the Surface Mining Con-
trol and Reclamation Act of 1977 (30 U.S.C.
1235) is amended by adding the following at
the end thereof:

"(1) No State shall be liable under any pro-
vision of Federal law for any costs or dam-
ages as a result of action taken or omitted in
the course of carrying out a State aban-
doned mine reclamation plan approved
under this section. ThIs subsection shall not
preclude liability for cost or damages as a
result of gross negligence or intentional mis-
conduct by the State. For purposes of the
preceding sentence, reckless, willful, or
wanton misconduct shall constitute gross
negligence.".
SEC. 1497. CLARIFICATION.

Section 406(d) of the Surface Mining Con-
trol and Reclamation Act of 1977 (30 U.S.C.
1236(d)) Is amended by striking "experimen-
tar'.
SEC 6405. VOIDS AND TUNNELS.

Section 409 of the Surface Minlz'g Control
and Reclamation Act of 1977 (30 U.S.C.
1239) is amended—

(1) in subsection (a) by striking "chairman
of any tribe" and Inserting in lieu thereof
"the governing body of an Indian tribe":

(2) in subsection (b), by striking "or
Indian reservations under the provisions of
subsection 402(g)" and inserting "or Indian
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tribes under the provisIons, of paragraphs
(1) and (5) of section 402(g)"; and

(3) by amending subsection (c) to read as
follows:

"(c)(l) The Secretary may make expendi-
tures and carry out the purposes of this sec-
tion in such States where requests are made
by the Oovernor or governing body of an
Indian tribe for those reclamation projects
which meet the priorities stated in section
403(aXl), except that for the purposes of
this section the reference to coal in section
403(a)(1) shall not apply.

"(2) The provisions of section 404 shall
apply to this section, with the exception
that such mined lands need not have been
mined for coal.

"(3) The Secretary shall not make any ex-
penditures for the purposes of this section
in those States which have made the certifi-
cation referred to in section 411(a).".
SEC 6409. EMERCENC'i PROGRASL

Section 410 of the Surface Mining Control
and Reclamation Act of 1977 (30 U.S.C.
1240) is amended as follows:

(1) In the third sentence of subsection (b),
strike "such land and shall" and Insert
"such land to the extent necessary to",

(2) Add at the end the following new sub-
section:

"(c) In making expenditures from the
fund to undertake reclamation projects for
the purposes of this section, the Secretary
shall ensure that all adverse effects of coal
mining practices meeting the priorities
stated In paragraphs (1) and (2) of section
403(a) which exist at such reclamation
projects are abated through such expendi-
ture.".
SEC. 6410. CERTIFICATION.

Title IV of the Surface Mining Control
and Reclamation Act of 1977 (30 U.S.C. 1231
et seq.) is amended as follows:

(1) RedesIgnate sections 411, 412, and 413
as sections 412, 413, and 414, respectively.

(2) Insert alter section 410 the following
new section:
"SEC. 411. CERTIFICATION.

"(a) MODIFIcATION 0, Fus.—Where the
Governor of a State, or the head of a gov-
erning body of an Indian tribe, with an ap-
proved abandoned mine reclamation pro-
gram under section 405 certifies to the Sec-
retary that all of the priorities stated in sec-
tion 403(a) for eligible lands, waters, and fa-
cilities pursuant to section 404 have been
achieved, and the Secretary, alter notice In
the Federal Register and opportunity for
public comment, concurs with such certifi-
cation, the rate at which the reclamation
fees are applicable to such State or tribe
under section 402(a) shall be modified. The
modified fees shall be at a rate of 18 cents
per ton of coal produced by surface coal
mining and 8 cents per ton of coal produced
by underground coal mining, or 10 percent
of the value of the coal at the mine, as de-
termined by the Secretary, whichever Is
less, except that the reclamation fee for lig-
nite coal shall be at a rate of 2 percent of
the value of the coal of the mine, or 5 cents
per ton, whichever Is less. A certification
under this section may be Issued by the Sec-
retary on his own motion alter consultation
with the State or Indian tribe concerned
and alter notice In the Federal RegIster and
opportunity for public comment- Certifica
tion under this subsection as it relates to
the modified fees may not take place until
alter 1992. The Secretary may concur with
any certification by a State or Indian tribe
In any region or certify any such State or
tribe on his own motion, but may not concur
with the modified fees or modify such fees
on his own motion if, upon a motion made
by a State or Indian tribe within the same

CONGRESSIONAL RECORD — HOUSE



II 10184
region, the Secretary determines th&t such
modified fees would resu't In a sIgnificant
competitive disadvantage In the production
and marketing of coal for the State ox
Indian tribe which made such motion.

'(b) EuGIBt L&xs, WATERS AND FAcIU-
TIEs.—If the Secretary ha& concurred Ia a
State or tribal certification under subsec.
tion (a). for purposes of determining the eli-
gibility of lands, waters, and facilities for
annual grants under section 402(g)(1), sec-
tion 404 shall not apply, and eligible Inds,
waters, and facilities sh&ll be those—

'(1) which were mined or processed for
minerals or which were affected by such
mining or processing, and abandoned or left
In an inadequate reclamation status prior to
August 3. 1977; and

'(2) for which there is no continuing rec-
laznaUon responsibility under State or other
Federal laws.
In determining the eligthiity under this
subsection of Federal lands, waters, and fa-
cilities under the jurisdiction of the Forest
Service or Bureau of Land Manageznent, In
lieu of the August 3, 1977, date reierred to
in paragraph (1) the applicable date shall be
August 28. 1974. and November 26, 1980. re-
spectively.

"(c) PRIORITIEs—Expenditures of moneys
for lands and waters referred to in subsec-
tion (b) shall reflect the following objectives
and priorities in the order stated (In liei.i of
the priorities set fcrth In section 403)

"1 The protection of public health.
safety, general welfare, and property from
extreme danger of adverse effects of miner-
al mining and processing practices.

"(2) The protection of public heait.h,
safety, and general welfare from adverse ef-
fects of mineral mining and processing prac-
tices.

"(3) The restoration of land and water re-
sources and the environment previously de.
graded by the adverse effects of mineral
minfng and processing practices.

(d) Sncmc SrrEs AD AnAs No'r ELIGT-
BL.E.—Sites and areas designated for rmedi-
al action pursuant to the Uranium MIII Tail-
thgs Radiation Contrcil Act of 1978 (42
U.S.C 7901 and following) or which h&ve
been listed for remedial action pursuant to
the Comprehensive Environmental Re
sponse Compensation and Liability Act of
1980 (42 U.S.C. 9601 and following) shall not
be eligible for expenditures from the Fund
under this section.

"Ce UTILITIES MID OTNXYt FACIUTIEs.—
Reclamation projects Involving the protec-
tion. repair, replacement, construction, or
enhancement of utilities, such a those re
lating to water supply, roads, and such
Other fac111tIe servthg the public adversely
affected by mineral mining and procelng
practices. azul the construction of public fa-
cilities in communAties impacted by coal or
other mineral mining and processing prac-
tices.. shall be deemed part of the objectives
set forth, and undertaken a they relate to,
the priorities staLed In subsection (c)

'(f) APPLICATION or OTHER PRvrsxoN3.—
The provisiona of sections 44)7 and 408 shall
apply to this Lection, except that for pur-
poses of th1 section the references to coal
In sections 407 and 408 shall not apply.".
SEC 5411 SMAU. OPELtTOZL ASSISTANCE.

Section 507(c) of the Surface Mining Con-
trol and Reclamatior. Act of 1977 (30 U.S.C.
1257(C)) is amended by striking "100,000"
and inserUng "300.000".
SEC. 5412. TECHNICAL AND CONFORMING AMEND.

MENTS.

(a) TABI.E or CoNTrrs.—The table of con-
tents In the first section of the Surface
Mrnlng Control and Reclamation Act of
1977 (3 U.S.C. 1201) is amended as foflows:
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(1) RedesIgnate the items relating to sec-

tions 411, 412, and 413 as items 412, 413, and
414, respectIvely.

(2) Insert after the Item relating to sec-
tIon 410 the following:

"Sec. 411. Certificatiozt",
(b) RiYEREiqCE.—.SeCtjon 712(a) of the Sur-

face Mining Control and Reclamation Act of
1977 (30 U.S.C. 1302Lb)) is amended to read
aa follows:

"(b) For the imvlementation and ftmding
ot section 507(c), ee the provisions of sec-
tion 401(c)(11).".

(c) RzPL—Section 406(i) of the Surface
Mining Control and Reclamation Act of
1977 (30 U.S.C. 1236(i)) is repealed.

(d) TEcirnrcRi. CoRiEcT1oras.—The follow-
Ing provisions of the Surface Mining Con-
trol arid Reclamation Act of 1977 (30 U.S.C.
1231 and folkwing) are amended as follows

(1) Section 405(a) s amended by striking
out "perparation" and Inserting "prepara-
tion".

(2) Section 405(h) Is amended by striking
out Upon approved" and inserting' Upon
&pproval"

(3) Section 406(a) is amended by striking
out 'Including owners" and Inserting '(In-
eluding owners",

(4) Section 407(a)(4) is amended by strik-
ing out the period and Inserting a semi-
colon.

(5) Section 407(a) is amended by striking
out "Then" and Inserting' then".

(6) Section 407(e) is amended by striking
out 'paragraph (1), of this subsection" anLI
inserting 'paragraph (1) of subsection (c)'.

(7) Section 407(gX2) l amended by strik-
ing out 'the use of" and inserting " the use
Or".
SEC. 5413. SA'UC8 CLAUSE.

Nothing In this subtitle shall be construed
to affect the certification made by the State
of Wyoming to the Secretary of the Interior
prior to the date of enactment of this Act
that such State has completed the reclama-
tion of eligible abandoned coal mine lands,
except that for the purposes of the amend-
ments made by this subtitle, the State of
Wyoming shall not be deemed to have made
the certification as it relates to the modified
fees referred to in subsection (a) of section
411, as added by this subtitle, imt.iJ the date
referred to In such subsection..
SEC. 5414. ABANDONED MLNERALS AND MINERAL

MATERIALS MUE RECLAMATION
FUND.

(a) NEw SimnmE.—TItle IV of the Sur-
-face Mining Control and Reclamation Act of

1977 30 U.S.C. 1231) is amended by Insert-
thg

"Subtitle A—Abaniloned Mine RecIaanaLon
Fund'S

immediately before section 401 and by
a1ding the following new 5ubtitle at the end
thereof:

'SubtitIe B—Abandoned Minerals and MinerI
Materiaii Mine Reclamation Fund

SEC. 421. ABANDONED MINRAL.3 AY40 MINERAL
MATERIALS MINE RCLAM/i11ON.

"(a) ESTABLISHMENT--There is established
oi the books of thE Treasury of the United
States a trust fund to be known a the
Abandoned Minerais and Mineral Materials
Mine Reclamation Fund (hereinafter in this
subtitle referred to as the Fund). The
Fund shall be administered by the Secretary
of the Interior acting through the Director,
Office of Surface Mining Reclamation and
E.n.forcemenL.

'(b) AMOJ1r5.—Tii following amounts
shall be credited to the Fund for the pur-
poses of this Act:

'(1) All moneys received (after the comrn
mncement of the ffrst fiscal year beginning
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after the enactment of this subtitle) from
the disposal of mineral materials pursuant
to section 3 of the Act of July 31, 1947 (30
U.S.C. 603) to the extent such moneys are
not specifically dedicated to other purposes
under other authority of law.

(2) Donations by persons,. corporations.
associations, and foundations for the pur-
poses of this subtitle.

"(3) Such other amounts as may be appro-
priated to the Fund
'SEC. 422. USE AND OBJEc1TVES OF THE FtND.

"(a) IN GrtAL.—The Secretary is au-
thorized to use moneys in the Fund for the
reclamation and restoration of land and
water resources adversely affected by past
minerals and mineral materials mining, in-
cluding but not limited to, any of the follow-
lng

'(1) Reclamation and restoration of aban-
doned surface mined areas.

'(2) Reclamation and restoration of aban-
doned milling arid proccssing areas.

"(3) Sealing and filling abandoned deep
mine entries

"(4) Planting of land adversely affected by
past mining to prevent erosion and sedimen-
tation.

'(5) Prevention, abatement, treatment,
and control of water pollution created by
abandoned mine drainage.

'(6) Control of surface subsidence due to
abandoned deep mines.

"(7) Such expenses as may be necessary to
accomplish the purposes of this subtitle.

"(b) PItxoRrrrEs.—Ependiture of moneys
from the Fund shall reflect the following
priorities in the order sta1ed;

"(1) The proLection of public health,
safety, general welfare and property from
extreme danger from the adverse effects of
past minerals and mineral materials mining
practices.

'(2) The protection of public health.
safety, and general welfare from the adver3e
effects of past minerals and mineral materi-
als mining practices.

"(3) The restoration of land and water re-
sources previously degraded by the adverse
effects of past minerals and mineral materi-
als mining practices.

"(c) Urmrrris AND OTHER FAcILITIES.—
Reclamation projects involving the protec-
tion, repair, replacement, construction, or
enhancement of utilities, 5uch as those re
lating to waLer supply, roads, and such
other fac2lit.ies serving the public adrersely
affecLed by mineral and mineral materials
mining and processing practices. and the
construction of public facilities in communi-
ties impacted by mineral and mineral mate.
rlals mining and processing practtces. shall
be deemed part of the objectives 5et forth,
and undertaken as they relate to, the prior-
Itles stated in subsection (b).
SEC. 423. ELIGIBLE ARE/IS.

(a) Eucisn..rn.—Lands. waters, and f a-
cfl1tes eligible for reclamatwn expenditures
under this Act shall be those—

"(1) which were mined or processed for
mlnerais and mineral materials or which
were affecLed by such mining or processing.
and abandoned or left in an inadequate rec-
lamation status prior to the dat.e of enact-
ment of this subtitle; and

(2) for which there is no continuing rec-
lamation responsibtilty under State or Fed-
eral laws.
In determining the eligibility under this
subsection of Federal 1nds. waters, and f a-
cilities under the jurisdiction of the Forest
Service or Bureau of Land Management in
lieu of the date referred to in paragraph (1),
the applicable date shall be August 28. 1974.
and November 26, 1980, respectively.
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'(b) SrEcipic Slits AaiAs Nor ELIGI-

BLE.—Sites and areas designated for remedi-
al action pursuant to the Uranium Mill Tall-
Ings Radiation Control Act of 1978 (42
U.S.C. 7901 and following) or which have
been listed for remedial action pursuant to
the Comprehensive Environmental Re-
sponse Compensation and Liability Act of
1980 (42 U.S.C. 9601 and following) shall not
be eligible for expenditures from the Fund
under this subtitle.
SEC. 424. FUND ALLOCATION AND EXPENDITUREB.

"(a) ALLOCATI0NS—(1) Moneys available
for expenditure from the Fund shall be allo-
cated on an annual basis by the Secretary In
the form of grants to eligible States, or In
the form of expenditures under subsection
(b), to accomplish the purposes of this sub-
title. Such moneys may also be provided
pursuant to cooperative agreements be-
tween such States and the Bureau of Land
Management, the Forest Service, or the Na-
tional Park Service for such purposes.

'(2) The Secretary shall distribute
moneys from the Fund to eligible States
and to the entities described under subsec-
tion (b) based on the greatest need for such
moneys pursuant to the priorities stated in
section 422(b). In determining the greatest
need for the distribution of moneys from
the Fund, the Secretary shall give priority
to those eligible States which do not receive
grants under subtitle A.

'(b) Dxitcr FEDERAL EXPENDITURES.—
Where a State is not eligible, or In instances
where the purposes of this subtitle may best
be accomplished otherwise, moneys avail-
able from the Fund may be:

"(1) Expended directly by the Secretary
through the Director, Office of Surface
Mining Reclamation and Enforcement.

"(2) Expended through grants made by
the Secretary through the Director of the
Bureau of Land Management.

"(3) Expended through grants made by
the Secretary to the Chief of United States
Forest Service.

"(4) Expended through grants made by
the Secretary through the Director of the
National Park Service.
SEC. 425. STATE RECLAMATION PROGRAMS.

"(a) ELIGIBLE SrAizs.—For the purpose of
8ection 424(a), an 'eligible State' Is one
which the Secretary determines to meet
each of the foUowing requirements:

"(1) Within the State there are mined
lands, waters, and facilities eligible for recla-
mation pursuant to section 423.

"(2) The State has developed an inventory
of such areas foUowlng the priorities estab-
llshed under section 422(b).

"(3) The State has established, and the
Secretary has approved, a State abandoned
minerals and mineral materials mine recla-
mation program for the purpose of receiving
and administering grants under this sub-
title. Any State with an approved aban-
doned mine reclamation program pursuant
to section 405 shall be deemed to have met
the requirements of this paragraph.

"(b) M0NIT0RING.—The Secretary shall
monitor the expenditure of State grants to
ensure they are being utilized to accomplish
the purposes of this subtitle.

"(c) Stjpptzg Gwrrs.—In the case of
any State with an approved abandoned
mine reclamation program pursuant to sec-
tion 405, grants to such State made pursu-
ant to this subtitle may be made as a sup-
plement to grants received by such State
pursuant to section 402(g)(1).

"(d) STATE PR0GRAMs.—(1) The Secretary
shall approve any State abandoned minerals
and mineral materials mine reclamation
program submitted to the Secretary by a
State under this subtitle if the Secretary
finds that the State has the ability and nec-

essary State legislation to tmplement such
program and that the program complies
with the provisions of this subtitle and the
regulations of the Secretary under this sub-
title.

'(2) No State shall be liable under any
provision of Federal law for any costs or
damages as a result of action taken or omit-
ted in the course of carrying out an ap-
proved St&te abandoned minerals and mIn-
eral materials mine reclamation program
under this section. This paragraph shall not
preclude liability for cost or damages as a
result of gross negligence or intentional mis.
conduct by the State. For purposes of the
preceding sentence, reckless, willful, or
wanton misconduct shall constitute gross
negligence.
SEC. 426. AUTHORIZATiON OF APPROPRIATiONS;

TERMINATiON.
"(a) AUTH0RIz#.i1011 0? APPROPRIATIONS.—

Amounts credited to the Fund are author-
ized to be appropriated for the purpose of
this subtitle without fIscal year limitations.

"(b) TERMINATION—The Fund established
under this subtitle and the authorities pro-
vided in this subtitle shall terminate Sep-
tember 30, 2007.".

(b) RUtEMAXING.—The Secretary of the
Interior shall promulgate such rules as may
be necessary to implement the amendments
made by this section within 180 days after
the enactment of this Act.

(c) Co&poiuw CKANGE.—All references to
"this title" in sections 401 through 413 of
the Surface Mining Control nd Reclama-
tion Act of 1977 (30 U.S.C. 1231 and foUow-
ing) are amended to read 'this subtitle".

(d) TABII 0? Cow'itrrs.—The table of con-
tents for title IV of the Surface Mining Con-
trol and Reclamation Act of 1977 (30 U.S.C.
1231 and foUowlng) is amended by Inserting

"Subtitle A—Abandoned Mine Reclamation
Fund"

Immediately before the item relating to sec-
tion 401 and by adding the foUowing at the
end thereof:

"Subtitle B—Abandoned Minerals and
Mineral Materials Mine Reclamation Fund
"Sec. 421. Abandoned minerals and mineral

materials mine reclaznation.
'Sec. 422. Use and objectives of fund.
"Sec. 423. Eligible areas.
'Sec. 424. Fund allocation and expenditures.
"Sec. 425. State reclamation progranis.
"Sec. 428. AuthorIzation of appropriations;

termination.".
SEC. 5415. ENVIRONMENTAL SIANDARDS.

(a) NEW SEcTI0N.—Tltle P1 of the Surface
Mining Control and Reclamation Act of
1977 (30 U.S.C. 1231) is amended by adding
the foUowlng new section after section 414:
"SEC. 41& ENVIRONMENTAL STANDARDS.

"The Secretary shall, within one year
after the enactment of this section, estab-
llsh by regulation reaaonable and effective
environmental 8tandards for abandoned
coal mine reclamation projects funded
under this subtitle, and shall develop and
tmplement procedure8 to ensure that such
8tandards are met. In promulgating the
standards, the Secretary shall incorporate
the standards set forth in section 515 and
section 516 to the extent he deems such
standards appropriate for purposes of this
8ubtitle.".

(b) ColvoIING AwrMENr.—The table
of contents in the first section of the Sur-
face Mining Control and Reclamation Act of
1977 is amended by adding the fouowing
new item after the item relating to section
414:

"Sec. 415. EnvIronmental standards.".
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SEC. 5416. EFFECTIVE DATE.

The amendments made by this subtitle
shall take effect at the beginning of the
first fiscal year Immediately following the
fiscal year in which this subtitle is enacted.

Subtitle E—Bryce Canyon Coal Lese Sale

SEC. 5501. DEFINmONS.
As used in this subtitle—
(1) The term Alton coal leases" means

the Federal coal leases in the State of Utah,
serial numbered 5L064507, 5L058575,
U0122583, U0105404, U0122875, U098774.
U0140770, U0122584, U098775, U0147999,
U098705, U060746, U083072, U0122579,
U0101153, U060745 and U065012.

(2) The term "the Alton coal lease holder"
means the lessee of record holding the
Alton coal leases.

(3) The term 'Manti-La Sal lands" means
the following lands in the State of Utah:

R6E, T155 S.LB.&M
Sec. 25 5E¼
R6E, T165
Sections 1, 11, 12, 13, 14—All
Sec. 23—E¼
Sec. 24—All
Sec. 25—NV2
Sec. 26—N ¼NE¼
R7E, T155
Sec. 30—lots 7-12
Sec. 31—NE¼, N¼5E¼, 5W¼5E¼, lots 1-

12
R7E. T165
Sec. 6—SW¼NE¼, 5½5E¼, lots 2-8
Sections 7 and 18—All
Sec. 19—NE¼, lots 1-4
Sec. 30—lots 1-4

SEC. 552. COMPETITIVE COAL LEASE SALE.

(a) LiAISE SAiz.—(1) Notwithstanding any
other provision of law, not later than 120
days after the enactment of this Act the
Secretary of the Interior (hereinafter in
this subtitle referred to as the "Secretary")
shall conduct a competitive coal lease sale
pursuant to section 2(a)(1) of the Mineral
Leasing Act for an area that includes, at a
minimum, the Manti-La Sal lands.

(2) All bids submitted at the lease sale re-
ferred to in paragraph (1) shall be accompa-
nied by a performance bond, filed with the
Secretary, in an amount equal to the
amount of the bonus bid or bids for the
lease or leases offered at such sale. The per-
formance bond shall be—

(A) released upon the payment by the suc-
cessful bidder of the second Installment of
the bonus amount;

(B) forfeited to the United States in the
event the successful bidder falls to make
such bonus payments; or

(C) released, in the case of unsuccessful
bidders, Immediately after the lease sale.

(b) ELIGIBILrrY._NotwlthStanding section
2(a)(2)(A) of the Mineral Leasing Act, the
Alton coal lease holder shall be deemed eli-
gible to bid on any coal lease offered at the
sale referred to in subsection (a), and shall
be eligible to receive such lease or leases if
such lease holder is the highest successful
bidder. This subsection applies only If such
lease holder files the notice, and the Secre-
tary makes the determination, referred to in
section 5503.
SEC. 5503. CONDITIONS.

(a) Norzc.—The Alton coal lease holder
shall be eligible to receive any coal lease of-
fered at the sale referred to in section
5502(a) only If, within 90 days after the en-
actment of this Act, such lease holder files
with the Secretary a notice of intent to re-
linquish the Alton coal leases. If the Secre-
tary determines that the notice meets the
requirements of this subsection, the provi-
sions of the notice shall be binding up.rn
both the Alton coal lease holder and the
Secretary and the Secretary shall immed.-
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atey issue to such lease høder a certificate
of bidding nghta a provided under subsec-
tion (b). Such notice shafl stipu'ate that if
the Afton coal lease Iio1der is the successful
bidder, *nct I issued any coal tease at the
s&e referred to W section 5502(a)—

(1) the AJton coal lea.se holder will imm-
diatey relinquish to the Secretary (and the
Secretary will prompUy accept) all Interests
In the Alton coat leases; and

(2) after the Issuance to such ease holder
of any new ea.se offered at the sale referred
to in sectIon 5502(a) the prohibition of sec-
tion 2(a)(2)(A) of the Minera' Leasing Act
shah apply to such lease ho'der until the
date coal is produced In commercia' quanti-
ties from such new Iee or leases or from a
'ogical mining unit Into whuth the new tease
or teases have been consolidated.

(b) Bwlrn!c RIGI!TS—The certificate of
bidding rights referred to In subsection (a)
shall—

(1) be used by the A]ton coat tease hoider
on'y for the purposes of bidding on any coal
tease at the s&e referred to th section
5502(a);

(2) not be so'd or transferred by the Aton
coal lease ho'der to any other entity;

(3) be considered by the Secretary as a
credit in lieu of a cash bonus payment, or
portion of such payment, against the bonus
bid submitted by the Mton coat tease ho'der
at the coal eae sale referred to in section
5502(a); and

(4) be in an aznount that is equal to the
amount invested by the Aton coal tease
holier in the Alton al 1e&es prior to the
date of enactment of this Act, as determined
by the Secretary and verified by the Comp-
troller General of the United States, except
that suth amount shall not exceed
$5,00G,000.
SEC. 5O4. MISCELLA1EOUS.

(a) FAIR MARKEr ViU.UL—NO consideration
shall be given by the Secretary to the
amount referred to in section 5503(b)(4) in
making * deterinthation of fair market
va'ue pursuant to section 2(a)(1) of the Min-
eral Lea.sthg Act for the purposes of con-
ducting the lease sale referred to in section
5502(a.

(b) REQoIRt—The Secretary shaU
conduct the lease sale referred to in section
5502(a) notwithstandIng the requirement of
section 2(a)(3)(A)(Ili) of the Mineral Lea.sng
Act.

(c) PAYMENTS.—A1I money received from
the bonus payment, rentals and royalties
from the coal l€ase or teases asued under
this subtitle shall be treated in accordance
with section 35 of the Mineral Lea.sng Act,
except that.—

(1) amounts other than the State sha.re of
such money shall be credited to the fund es-
tablished pursuant to the Land and Water
Conservation Fund Act of 1965 (16 U.S.C.
4601-4 and following);

(2) the State shall receive 50 percent of
the bonus hid, Inc'uding that portion of
such bid represented by bidding rights, as a
cash payment, of whIch 20 percent of the
amount represented by such cash payment
in lieu o! the State's share of the bickling
rights shall be paid directly to Garfield
County, Utah, and 20 percent of the amount
represented by such cash payment in lieu of
the State8 share of the bidding rights shafl
be paid dlrecUy to Kane County. Utah; and

(3) In the event there Is an Insufficient
amount of cash In the Federal share of the
bonus bd to provide for the payment re-
ferred to In paragraph (2), the balance shall
be paid to the State. (}arfied and Kane
Colmtie8 from the Federal share of produc-
tion royalties collected from any coal tease
issued under the Act.

(d) Pgiu.ui.—The Secretary of Agriculture
shal' Issue a special use permit to the sue-
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ces81 bidder at the lease sate referred to In
seetion 5502(a) (or the purposes of accom-
modating more than I sIng'e entry into any
underground mrntng opeiatlon proposed by
such lease ho'der to produce coat from such
lease or leases

(e) WIThDRAWAL—UpOn relinqufshment of
the Mton ca1 ease the snds subject to
such 1e.se8 shafl be withdrawn from the op-
eration of the coal leasing provisions of the
Minera] Leasing Act.

(f) Moicnoino.—The Comptrofler Gener-
al of the United States shall monitor the
Secretary's hnpementation of thl subtitle
and shall file a preliminary report wtth the
Committee on Interior and Insular Affairs
of the United States House cf Representa-
tives and the Committee on Energy and
Natural Resources of the United States
Senate on the SecretaryS progress in com-
plying with this subtiUe 60 days prior to the
lease sale referred to In section 5502(a) and
shall file a fina' report after the date of
such sale.

Subtitle F—Bureau of Land Management
SEC. 5601. LUTUORIZATION POE BVREAII OF LAND

MANAGEMENT ACTiVITIES
That there are hereby authorized to be

appropriated such sums as may be necessary
for programs, functions, and activities of
the Bureau of Land Management, Depart
ment of the Interior (inducting amounts
necessary for increases in salary, pay, retire-
mentz, and other employee benefits author-
ized by 'aw, and for other nondiscretionary
Costs) during fiscal years beginning on Octo-
ber 1, 1990, and ending September 30, 1994.
SEC 5602. DEFTNmO1S.

(a) AREAs OF CRiTicAL ENVIRONMENIAL
C0NcERN.—Section 103(a) of the Federal
Land Polcy and Management Act of 1976
(43 U.S.C. 1702(a)) is amended to read as
fo11ows

"(a) The term 'areas of critica' environ-
mental concern' means arena within the
public 'ands where special management at-
tention (which may indude restrictIons on
or prohibition of devethpment) is required
in order—

'( I) to protect Important resources and
va'ues (Induding environmental, ecological,
historic, euturaJ, scenic, fish and wikilife,
and scientific resources and va'ues) 'ocated
on or likely to be affected by the use of
public 'ands (but it is not the Intent of Con-
gi-e that the Secretary establish protective
perimeters or buffer zones aroul2d such
areas);

'(2) to protect Ufe and safety from natu-
ral hazards or

"(3) to protect or enhance the resources
and va'ues of a conservation system unit,
but ft is not the intent of Congress that the
Secretary establish protective peilmeters or
buffer zones around conservation system
units.".

(b) CoNsivArxo1t SYsTtu UNn.—Section
103 of the Federal Land Policy and Manage-
nteat Act of 1976 (43 U.S.C. 1702) is amend-
ed by adding at the end thereof the follow-
ing new sub8ection:

"q) The term 'conservation aystem unit'
means any unit of the National Park
System, National Wildlife Refuge System,
National Wild and Scenic Rivers System.
National Trails System. National Wilderness
Preservation System, or a National Coser-
vation Area or Nationa' Forest Monuxnent'.
SEC. 5$03. MAJOR USES AND INVENTORIES.

(a) DEpnqrrroN.—Sectlon 103(1) of the
Federal Land Policy and Management Act
01 1.976 (43 U.S.C. 1702(1)) is amended—

(I) by 8trlklrlg "fish and wildlife devethp-
ment and utilization." and Inserting in lieu
thereof "maintenance of plant communities,
rnaintenanee of fish and wfldlife popula-
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tions and habitat, utilization of fish or wild-
life populatlos," and

(2) by striking 'and timber production"
and. inserting n lieu thereof timber pro.
duction, reforestation, and scientific re-
search".

(b) INvENi0RY.—Section 201(a) of the Fed-
eral Land Policy and Management Act of
1976 (43 U.S.C. 1711(a)) is amended by strik-
ing the period at the end of the first 5en-
tence and Inserting In lieu thereof 'and ii-
parlan areas.'.

(c) MANAGI!MEIT DEcISI0NS.—Section
202<e)(2) of the Federal Land Policy Rnd
Management Act of 1976 (43 U.S.C.
1712(e)(2)) is amended by striking 'the Con-
gress adopts a eoncurrent reso'ution" and
tnserthg In lieu thereof' "there is enacted a
joint resolution".
SEC. 5O& PANNINGREQUIEMENTS

(a) Dl&DuNs.—SecUon 202(a) of the Fed-
eral Land Policy and Majiagement Act of
1976 (43 U.S.C. 1712(a)) is amended—

(1) by designating section 202(a) as section
202(aXl); and

(2) by adding at the end of section 202(a)
the following new paragraphs:

"(2) Land use plans meeting the require
ments of this Act shaH be devethped for all
the public land8 outside Alaska no 'ater
than January 1, 1997, and for all pubUc
lands no 'ater than January 1, 1999.

'(3) Land use p'ans shalt be revised from
tbne to time when the Secretary finds that
concUtions have changed so as to make such
revision appropriate or necessary for proper
management of the public Iand8 covered by
any such plan, but In any event at 'east
every 1$ year&".

(b) CarrEazA.—U Section 202(c)(1) of the
Federal Land Policy and Management Act
of 1976 (43 U.S.C. 1712(c)(1)) is amended to
read as follows:

"(1) use and observe the pr1ncipes of mul-
tipe use and sistained yie'd set forth in
this and other applicab'e aw and evaluate
the feasibility of measures, consistent with
such princip'es, that would enhance the
extent to which the public and8 can sup-
port increases in the numbers and types of
plant comnuinltie& and fish and wildlife
popu'ations k,cated on or supported by such
lands;".

(2) Section 202(c)(3) of the Federal Land
Policy and Management Act of 1976 (43
U.&C, 1712(cX3)) is amended to read as fol-
lows:

"(3) give priority to the designation and
protection of Areas of critical environmental
concern and to Wentification, protection.
and enhancement of the ecothgical, environ-
mental, fish and wildlife, and other re-
sources and values of ripartan area..".

(3) Section 202(cXS) of the Federa' Land
Policy and Management Act of 1976 (43
U.SC. 1712(c)(5)) is amended to read as fo-
tows:

"(5) consider present and potential uses
(induding recreational and other noncon-
sumptive uses) of the pubUc 'ands'.
SEC. 5605. PROFESSIONAL QUALIFICATIONS.

Section 301(c) of the Federal LAnd PoBcy
and Management Act of 1978 (43 U.S.C.
1731(c)) is amended to read as foflows

'(c) In addition to the Director, there
shall be a Deputy Director and so many As-
sistant Directors. State Directors. arid other
empthyees a. may be necessary, appointed
by the Secretary. After May 1, 1989. no
person may be appointed aa Deputy Direc-
tor of the Bureau or as an Aslstant Direc-
tor or State Director who is not at the time
of appomtment either a career appointee
(as defined in section 3132(4) of tit'e 5.
United States Code) or In the competAtve
service. Other employees shall be appointed
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subject to provisions of law applicable to ap-
polntznents In the coaipetltlve service, asul
shall be paid In accordance with the provi-
slona &ppII1IP to such service.".
SEC. 545L VALZZE&

Section 303(a) of the Federal Land Pubey
and Manageot Act of 19Th (43 U.S.C.
1733(a)) is emended by striking "no more
than $1000' and by Inserting "no more
than $10,000".
SEC K. MAK&EMENT OF L*)IDS MD PUSUC

PARTiCIPaTION.
(a.) Is GrJIER.&L—The last sentence of ace-

tion 302(b) of the Federal Land Policy and
Management Act of 1976 (43 U.S.C. 1732(b))
Is aznended to read as follows.

"In managing the public lands, the Secre-
tory, by regulation or otherwise, shall take
any action necessary to prevent unnecessary
degradation of such lands, to minimize ad-
verse environmental Impacts on such lands
and their resources resulting from use, occu-
pancy, or development of such lBnds, and to
prevent Impairment or derogation of the re-
sources and values of conservation system
units.".'

(b) AnvisoliT ComrcILs.—Sectlon 309(a) of
the Federal Land Policy and Management
Act of 1976 (43 U.8.C, 1739(b)) Is amended—

(1) by striking the period at the end of the
first sentence and Inserting In lieu thereof
including the protection of environmental
quality, the management and enhancement
of fish and wildlife populations and habitat,
and ootdoor recreation."; and

(2) by striking the period at the end of the
fourth sentence and Inserting In lieu there-
of ", who shall provide an opportunity for
interested members of the public to *uest
persons for appointment.".

Cc) ACEC Rxcm.ATioNs.—SeCtion 210 of
the Federal Land Policy and Management
Act of 19Th (43 U.S.C. 1740) Is amended by
designating the existing provisions thereof
as subsection (a) and adding the following
new subsection:

"(b) In promulgating rules and regulations
pursuant to this section wIth respect to the
public lands, the Secretary shall provide for
appropriate management of areas of critical
environmental concern in order to fulfill
such of the purposes specified in section
103(a) for which particular areas of critical
environmental concern are designated, and
shall provide an opportunity for members of
the public to propose specific areas for con-
gtderatlon for designation as areas of critical
environmental concern pursuant to section
201 of this Act.".
SEC. sua ru'ruim REAUTHORIZATIONS.

(a) PROCEDIJEL—Sectlon 318(b) of the Fed-
eral Land Policy and Management Act of
1976 (43 U.S.C. 1748(b)) is amended by sink- -
Ing "May 15, 1977, and not later than May
15 of each second even-numbered year
thereafter" and Inserting in lieu thereof
'January 1, 1991 and January 1 of each
second odd-numbered year thereafter".

(b) Rzsrazcrros.—Sectlon 3 18(d) of the
Federal Land Policy and Management Act
of 1976 Is amended by adding at the end
thereof a new sentence, as follows: "Not-
withstanding any other provision of law,
funds appropriated for purposes of land ac-
quisition pursuant to section 205 of this Act
may not be expanded for any other pur-
pose..
SEC 5605. EXEMFTION FROM STRICT LIABILITY.

SectIon 504(h) 01 the Federal Land Policy
and Mnag.nent Act of 1076 (43 U.S.C.
1764(h)) is amended by adding a.t the end
thereof the following new paragraph:

"(3) No regulation shall Impose liability
without fault with respect to a. right-of-way
granted. issued. or renewed under this Act
to a nonprofit entity or an entity qtmlilled
for financing under the Rural Ellectrifics-

tion Act of 1931. as amended, If mh entity
ee such right-of-way for the delivery of
electricity to parties having an equity inter-
est in such entity However, the Secretaryy condition the grant, issuance, or renew-
al of a right-of-way to such entity Los such
isixpoee on the provIsion by such entity of a
bond or other appropriate security, pursu-
ant. to subsection (1)ol this section.".
sac. 5610. PRolnamoN OF BIJILEASING.

Section 402 of the Federal Land Policy
and Management Act. of 1119 (43 U.S.C.
1752) Is amended by adding at the end
thereof the following new sthaectlen

'(l) PROHIBITION 0? SUBLEASIW*L—(1) Sub-
leasing Is hereby prohibited.

(2) For purposes of this subsection the
lcllowlng ternm shall have the following

"(A) ssthlesslng' means the grazing on
public lands or on National Forest lands
eoves'ed by a grazing permit of domestic live-
stock which are not both owned and con-
trolled by the holder of the grazing permit.

"(B) 'grazing permit' means a permit or
lease of the type described In subsection (a)
of this section whIch has been ied by the
Secretary concerned pursuant to applicable
law,

"(3) The Secretary concerned shall re-
qufre each bolder of a grazing permit to an-
nually file an affidavit that such holder
owns and controls all livestock which such
holder is knowingly allowing to grarz on
public lands or National Forest lands cov-
ered by such holder's grming permit.

(4) A grming permit shall terminate 30
da.ys alter the ef festive date of any lease.
maveyance. tzsmfer, or other action which
has the effect of removing the privately
owned property or part thereof with respect
to which a grazing permit was Issued from
the control of the holder of such permit,
and no grazing pursuant to such permit
shall be permitted after such termination.

"(5) Any holder of a grazing permit who
knowingly allows subleasing to occur on
public lands or National Forest lands cov-
ered by such permit shall forfeit to the
United States the dollar equivalent of any
value in excess of the grazing fee paid or
payable to the United States with respect to
such permit, shall be disqualified from fur-
ther exercise of any rights or privileges eon-
len-ed by that permit or any other such
permit, and shall be subject to the penalties
specified in section 300 of this Act.

"(6) Any person other than the holder of
a grazing permit who knowingly engages in
subleasing shall be subject to the penalties
speeff led In section 303 of this Act.".
TITLE VI—COMMITI'EE ON THE JUDICIARY

SEC. 601. PATENT AND TRADEMARK OFFICE USER
FEES.

(a) SuacHalloss-—There shall be a sur-
charge, during fiscal years 1991 through
1995, of 68 percent, rounded by standard
alithematic rules, on all fees authorized by
wbsectlons (a) and (b) 01 section 41 of title
35, United States Code.

(b) Use OF 3 AHD SURCHMGm.— Not-
withstanding section 3302 of title 31, United
States Code, beginning In fiscal year 1991,
all fees and sw-charges collected by the
Patent and Trademark Office—

(1) shall be credited to the "Salaries and
Expenses" account of the Patent and Trade-
mark Office,

(3) shall be available to the Patent and
Trademark Office without appropriation,
for all authorized activities and operations
of the office, Including all direct and Indi-
rect costs of services provided by the office,
and

(3) shall remain available until expended.
(c) Bsvisioss.—In Iheal years 1992

through 1995, surcharges established under
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subsection (a) may be revised periodically by
the Commissioner of Patents and Trade-
marks, subject to the provisions of section
653 of title 5, United States Code, In order
to esnure that the following amounts, but- more than the fo)k)wing aunt5. of
patent and trademark user fees are collect-
ed;

(1) $91,000,000 in fiscal year 1991.
(2)885,000,000 In fIscal year 1992.
(3) $99,000,000 In fiscal year 1993.
(4) $103,000,000 In fIscal year 1994.
(5) $107,000,000 in fiscal year 1995.
(d) RZPEAL.—SeCtiOo 105(a) of Public Law

100-703 (102 Stat. 4875) Is repealed-
Ce) RePORT Os Pess.—The Commissioner

of Patents and Trademarks shall study the
structure of all fees collected by the Patent
and Trademark Office and, not later than
May 1, 1991, shall submit to the Congress a
report on all fees to be collected by the
office In fiscal years 1992 through 1995. The
report shall Include a proposed schedule of
fees that would distribute the gurcharges
provided by subsectIon (a) among all fees
collected by the office, and recosnxnenda-
thms for any statutory changes that may be
necessary to hnplernent the proposals con-
tained In the report.
SEC. 602. FEDERAL ACTNCT STATUS.

For the purposes of Federal law, the
Patent and Trademark Office shall be con-
sidered a Federal agency. In particular, the
Patent and Trademark Office shall be sub-
ject to all Federal laws pertaining to the
procurement of goods and services that
would apply to a Federal agency using ap-
propriated funds, Including the Federal
Property and Administrative Services Act of
1949 and the Office of Federal Procurement
Policy Act.
SEC. let EFFECT OtI OTSIRE LAW.

ExcePt for section 601(d), nothIng In this
title affects the provisions of Public Law
100-703 (102 Stat. 4674 and following)..

(b) wzcTivi DATL—Thr amendment
made by subsection (a) shall take effect
upon the date of the enactment of this Act
and shall apply to—

(1) all educational benefits provided on or
alter such date of enactment, pursuant to
such amen&nent and

(2) all educational benefits of the type au-
thorized by such amendment that were pro-
vided by the Commissioner of Patents and
Trademarks on or alter January 1, 1988.
SEC. 604. EFFECT ON (YTHER LAW.

Except for sectIon 601(d), nothing in this
title affects the provisions of Public Law
100-703 (102 Stat. 4674 and following).

TIThE Vll—MEBCHAiT MARINE Ai41)
FISHERIES COMMITTEE PROVISIONS

Subtitle A—ML,ceflaneous

SEC. 710k AMOCNT OF TONNAGS OIASCES.
(a) IscazaSE Is CEAHom.—SeCtIoOI 4219 of

the Revised Statutes of the United States
(46 App. U.S.C. 121) Is amended In the
second paragraph—

(1) by striking "2 cents per ton, not to
exceed in the aggregate 10 cents per ton in
any 1 year," and Inserting "2'? cents per ton,
not to exceed in the aggregate $1.35 Per ton
in any Iyear,"; and

(2) by strlking"6 cents per ton, not to
exceed 30 cents per ton per annum." and In-
sertIng "81 cents per ton, not to exceed
$4.06 per ton per annum.".

(b) TREATMENT 0? INcizsm CHARG—Ifl-
creased tonnage charges collected as a result,
of the amendments made by subsection Ca)
shall be deposited In the general fund of the
Treasury as offsetting receipts of the de-
partment in which the Coast Guard Is oper-
ating and ascribed to Coast Guard activities.
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SEC. 7102. COAST GUARD USER FEES.

(a) RipEL or PROHIBITION—Section 2110
of title 46, United States Code, is repealed.

(b) CLERICAL AMzNDM.—The analysis
for chapter 21 of title 46, United States
Code, Is amended by striking the item relat-
ing to section 2110.
SEC. 7103. ENVIRONMENTAL PROTECTION AGENCY

USER FEES.
(a) ESTABLISHMENT AND COLLECTION or

Fs.—The Admtnistrator of the Environ-
mena1 Protection Agency shall establish
and collect fees for services and things of
value provided by the Environmental Pro-
tection Agency with respect to—

(1) Issuing permits under section 402 of
the Federal Water Pollution Control Act (33
U.S.C. 1342);

(2) IssuIng registrations under section 3 of
the Federal Insecticide, Fungicide, and Ro-
denticide Act (7 U.S.C. 136a);

(3) revIewing notifications under section 5,
and operating a radon proficiency program
under section 305. of the Toxic Substances
Control Act (15 U.S.C. 2604, 2665);

(4) IssuIng vehicle and engine certificates
of conforming under section 206 of the
Clean Air Act (42 U.S.C. 7525); and

(5) testIng fuel economy under section 503
and 506 of the Motor Vehicle Information
and Cost Savings Act (15 U.S.C. 2003, 2006).

(b) AMovwr or Fs.—Fees established
and collected by the Administrator under
this section shall be in such amounts as are
necessary to collect not less than—

(1) $22,000,000 in fiscal year 1991; and
(2) $33,000,000 In each of fiscal years 1992,

1993. 1994. and 1995.
(c) FUNCTIONs, Powis, RESPONSIBILITIES,

Am) LI*ILrr o U.S. NOT AFFECTED—The
establishment, assessment, and collection of
fees under this section—

(1) shall not alter or expand the functions,
powers, responsibilities, and liability of the
United States for the performance of serv-
ices for which such fees are established; and

(2) does not constitute an expressed or im-
plied promise by the United States to pro-
vide any service or perform any activity in a
particular manner, or at a particular time or
place.

(d) RECEIPTS CRErnTtD TO ENVIRONMENTAL
PROTECTION AGcy.—Anounts collected by
the Administrator in the form of fees under
this section shall be deposited in the general
fund of the Treasury as proprietary receipts
ascribed to Environmental Protection
Agency activities.
SEC. 7104. AUTHORITY TO ACQUIRE REAL PROPER-

TY AND IMPROVEMENTS IN HAMPTON
ROADS. VIRGINIA.

(a) IN Grw.—The Under Secretary of
Commerce for Oceans and Atmosphere is
authorized to acquire, by exchange or lease-
purchase or both, real property and tin-
provements thereto in t.he area of Newport
News-Norfolk, Virginia, for the purpose of
consolidating facilities of the National Oce-
anic and Atmospheric Administration.

(b) CoNDITIoNs—The authority of the
Under Secretary to acquire real property or
Improvements under subsection (a) shall be
subject to the following conditions:

(1) All actions taken by the Under Secre-
tary to acquire such property or Improve-
ments must be in the best interests of the
United States.

(2) In any case in which such acquisition
Is by lease-purchase—

(A) the term of the lease may not exceed
30 years;

(B) title to such property or Improve-
ments will be transferred to the United
States upon expiration of such term.

(c) OBLIGATIONS Or FUNDS—Obligations of
funds to carry out a lease-purchue acquisi-
tion under subsection (a)—

(1) shall be without regard to section
1341(a)(1)(B) of title 31, United States Code,
and section 3733 of the Revised Statutes of
the United States (41 U.S.C. 12): and

(2) shall be treated as budget authority
and outlays in a fiscal year only to the
extent that expenditures will be made to
carry out such acquisition in the fiscal year.
SEC. 7105. VETERANS BENEFITS FOR MERCHANT

MARINERS.

(a) SHORT Trmz.—This 8ection may be
cited as the "Merchant Mariners Fairness
Act of 1990".

(b) SvICE Dn! TO BE AcTIvE MILl-
TP.RY SnwIcE.—

(1) IN GENYRAL.—For purposes of section
401(a)(1)(A) of the GI Bill Improvement Act
of 1977 (38 U.S.C. 106 note), the Secretary
of Defense is deemed to have determined
that qualified service of a member of the
United States merchant marine, including a
vessel crewmember of the United States
Army Transport Service, who served the
Armed Forces during World War II consti-
tuted active military service.

(2) DETERMINATION OP DISCHARGE 5TATtJ5.—
(A) The Secretary of Defense shall Issue an
honorable discharge under section
401(a)(1)(B) of the GI Bill Improvement Act
of 1977 to each member of the United
States merchant marine whose qualified
service warrants an honorable discharge.

(B) Such discharge shall be issued before
the end of the one-year period beginning on
the date of the enactment of this Act.

(3) QUALIPlgD SERVICE DE7tND.—For pur-
poses of this section, the term "qualified
service" means service of a merchant mari-
ner during the period beginnIng December
7, 1941, and ending December 31, 1946, per-
formed while such mariner was—

(A) documented by any officer or employ-
ee of the United States authorized by law to
do so; and

(B) a crewmember of any vessel which at
the time of such service was—

(i) documented in the United States,
ii) operated under the flag of the United

States in waters other than inland waters of
the United States; and

(iii) under contract or charter to, or prop-
erty of, the Government of the United
States.

(c) PROHIBITION or RETROACTIVE B.
FITS—Benefits shall not be paid to any
person as a result of the enactment of this
section for any period before the effective
date of this section.

(d) PROCESSING Fgt.—
(1) IN GENERAL—The Secretary of the De-

partment in which the Coa.st Guard Is oper-
ating shall establish, assess, and couect a fee
for processing applications for benefits for
qualified service in the United States mer-
chant marine.

(2) APPLIcATION—A fee established under
this subsection shall apply to any applica-
tion fora benefit (including for an increase
in a benefit) for qualified service in the
United States merchant marine, that Is re-
ceived alter the date of the enactment of
this Act by Secretary of the Department in
which the Coast Guard is operating.

(3) Ai.ouwr.—The amount of a fee estab-
lished under this subsection shall be $100.
SEC. 71%. RELINQUISHMENT OF RIG}fl AND IN.

TERESTS OF UNUED STATES UNDER
EASEMENT.

(a) RELINQUISHMENT OP EAsir.—NOt
later than 60 days after the date described
in subsection (b), the Secretary of the Inte-
rior shall take such steps as may be neces-
sary to relinquish all rights and interests of
the United States under the easement de-
scribed in subsection (d).

(b) STAr! SUBMIrrAL or PERMIT—The date
referred to In subsection (a) is the date.
prior to January 1, 2005, on which the
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Texas Water Commission or appropriate
agency of the State of Texas submits to the
Secretary of the Interior a copy of the
permit Issued for the impoundment of water
upon the area of the easement described in
subsection (d).

(c) STtJDIES NOT PROHIBITED—The ease-
ment described in subsection (d) shall not be
considered to prohibit, and shall not be used
as a basis for prohibiting, the Texas Water
Commission and any other State agency au-
thorized under the statutes of the State of
Texas from having access to the easement
for the purpose of conducting any feasibili-
ty or environmental studies necessary for
making a determination re<iuired for issuing
a permit described in subsection (b).

(d) EASEMENT DEscIuB.—The easement
referred to in subsections (a), (b), and (c) is
the conservation easement affecting 3,802
acres of land, more or less, in Wood County,
Texas, that was conveyed to the United
States by the Little Sandy Hunting and
Fishing Club (a nonprofit corporation of
the State of Texas) and accepted by the Di-
rector of the United States Fish and Wild-
life Service on December 18, 1986. The can-
ceuation of this easement would result in
substantial savings for the United States
Fish and Wildlife Service.

Subtitle B—Coastal Zone Management

SEC. 7201. SHORT TITLE.

This subtitle may be cited as the Coastal
Zone Act Reauthorization Amendments of
1990".
SEC. 7202. FINDINGS AND PURPOSES.

(a) FINDINGS-—The Congress finds the fol-
lowing:

(1) The Coastal Zone Management Act of
1972 has not been subject to comprehensive
review and amendment since 1980.

(2) The pressures of population growth
are steadily increasing in th coastal zone,
as illustrated by the fact that—

(A) over onehalf of the people of the
United States live and work within coastal
counUes which encompass less than 10 per-
cent of the United States land mass;

(B) the population density of coastal
counties is 5 times greater than noncoastal
counties nationwide: and

(C) growth around sensitive coastal eco-
systems will continue;

(3) population growth in the coastal zone
manifests itself in various ways, including—

(A) increased pollution of coastal waters.
particularly from nonpoint sources such as
parking lots, roads, and farms;

(B) loss of wetlands and other vital habi-
tat;

(C) diminishing opportunities for public
access to shorelines; and

(D) heightened vulnerability of coastal
communities to natural hazards and sea
level rise; and

(4) because global warming may cause a
substantial rise in sea level with serious ad-
verse affects on the coastal zone, coastal
States should be encouraged and assisted in
planning for such occurrences.

(b) PuRposEs—The purposes of this sub-
title are to—

(1) establish the improvement of coastal
resource protection as a priority national
goal undej the Coastal Zone Management
Act of 1972;

(2) establish improved incentives for State
and local action to achieve better coastal re-
source protection;

(3) revitalize the Federal coastal manage-
ment program by establishing a mandate
for Federal leadership and technical and f i-
nancial assistance in support of improved
coastal zone management at the regional.
State, and local levels: and
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(4) encourage voluntary participation by

all eligible coastal States In programs estab-
liabed under title Ii of this Act, by setting a
goal of 100 percent State parUcipatin by
the end of fiscal year 1995.
SEC. 7203. REAUOZA'flO5 Of COASTAL ZOOIE

MANAGEMENT 4C OF 1972.

'The Coastal Zone Management Act of
1972 (16 U.SC. 1451—1464) Is amended to
read as follows:
"TITLE UI—MANAGFJ4EN'T (W THE COASTAL

"SEC. 301. SHORT TITLE.
'Thlz title may be cited as the 'Coastal

Zone Management Act'.
"SEC. 802. FINDIN&

"The Congress finds the following:
'(1) It Is in the national Interest of the

United States to manage, protect, and devel-
op with proper environmental safeguards,
the coastal zone.

'(2) The coastal zone Is rich In a variety of
natural. commercial, recreational, ecologi-
cal. historical, cultural, Industrial, and es-
the tic resources of Importance to the United
States.

"(3) The increasing and competing de-
mends upon the lands and waters of the
coastal zone occasioned by population
growth and economic development, Includ-
ing requirements for industry, commerce,
residential development, recreation, extrac-
tion of mineral resources and fossil fuels,
transportation and navigation, waste dispos-
al, and harvesting of fish, shellfish, and
other living coastal resources, have resulted
in severe degradallon of coastal water qual-
ity, the decline of living coastal resources
and wildlife, permanent and adverse
changes to ecological systems, decreasing
open space for public use, and shoreline ero-
sion.

"(4) The coastal zone, and the fish, shell-
fish, other living coastal resources, and wild-
life therein, are ecologically fragile and con-
sequently extremely vulnerable to destruc-
tion by human alteration.

"(5) Important ecological, cultural, histor-
ic, and esthetic values of the coastal zone
which are essential to the well-being of all
citizens of the United States must be pro-
tected

"(6) New and expanding demands for
food, energy, mineraLs, defense needs, recre-
ation, waste disposal, transportation, and in-
dustrial activities in the Great Lakes, terri-
torial sea, Exclusive Economic Zone, and
Outer Continental Shelf are damaging
these areas and create the need for resolu-
tion of conflicts among competing uses and
values in coastal and ocean waters.

"(7) Special natural and scenic character-
Isties of the coastal zone are being damaged
by UI-planned development that threatens
these values:

(8) In view of competing demands and
the urgent need to protect and give priority
to mnlntaining natural systems in the coast-
al zone, present State and Local capabilities
to plan for and regulate land and water uses
In these areas are Inadequate.

'(9) The key to more effective protecUon
of the land and water resources of the coast-
al zone is to encourage coastal States to ex-
ercise their full authority over the lands
and waters in the coastal zone by assisting
coastal States, in cooperation with the Fed-
eral and local governments and other vitally
affected Interests, In developing land and
water use programs for the coastal zone, in-
cluding unified policies, criteria, standards,
methods, and processes for mngjng land
and water uses in the coastal zone, as well as
uses which, although outside of the coastal
zone, will affect natural resources, land
uses. or water uses in the coastal zone
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"(10) BenefIcial use of the land and water

resources of the coastal zone requires con-
sideration of activities which are of more
than local significance,

"(11) Land use in the coastal zone, and the
use of adjacent lands which drain into the
coastal zone, may Isgnlficantly affect the
quality of coastal waters and habitat, and
efforts to control coastal water pollution
from land use activities must be Improved.

'112) Expeditious and environmentally
sound development of offshore energy re-
sources is best achieved through coordina-
tion of that development with State coastal
zone management programs.

'(ii) The attainment by the United
States of a greater degree of energy self -suf-
ficiency will be advanced by providing Fed-
eral financial assistance to meet State and
local needs resulting from energy activity in
or affecting the coastal zone.

'(14) Iniplementation of the public trust
doctrine through federally-approved State
coastal zone management plans will ensure
that coastal States exercise their full au-
thority over the lands, waters, and resources
within their coastal zones fully and in ac-
cordance with that doctrine.
"SEC. 303. DECLARATION OF POLICY.

"The Congress declares that It Is the
policy of the United States—

"(1) to preserve, protect, develop with
proper environmental .aleguards. and
where possible restore or -thsnre, the re-
sources of the coastal zone for this and sue-
cced generations:

'(2) to encourage and assist coastal States
to exercise effectively their responsibilities
in the coastal zone through the develop-
ment, Implementation and continual Im-
provernent of management prcarns to
athieve wise i of the air, land, water, min-
eral, and living resources of the coastal
zone, giving lull conszderatlon to ecological.
cultural, historic, and esthetic values and to
needs for economic development;
- "Cl) that he management programs ap-
)ro'ted un section 308 shall include pros!-

skaw for—
"(A.) protecting natural resourom, includ-

lug wetlands, floodp}alns. uirtes. beselics,
dunes, maritime forests, barrier Islands.
coral reefs, and fish and wildlife and their
habitat, withm the coastal zone;

"(B) managing coastal development to
minlmfr-

'(i) the loss of life and property eaed by
improper clevelonent in flood-prone, storm
surge, geologically hazardous, and erosion-
prone areas: and in areas likely to be affect-
ed by sea level rise, land subsidence, and
saltwater !ntruslon and

(U> the destruction of natural protective
features, such as beaches, dunes, wetlands.
maritime forests, and barrier islands,

"(C) managing coastal development to
protect and restore the quality of cos4al
waters and to prevent the Impairment of ex-
isting uses of those waters,

"ID) giving priority to water-dependent
uses adjacent to coastal waters over other
uses:

"CE) orderly processes for—
'(i) siting major facilities related to na-

tional defense, energy, fisheries devclo-
mant, recreation, ports, and transportation,
and

"Ui locating new commercial and Indus-
trial development, to the maximum extent
practicable, In or adjacent to areas where
such development already exists;

"(F) public esa to the coasts for recrea-
tion purposes:

'(0) assIsting In the redevelopment of de-
terioratkng urban waterfront, and ports,
and preservation and restoration of historic.
cultural. and esthetic coastal features
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'(H) coordinating and simplifying of pro-

cedures to ensure expedited governmental
declslonmak.lng for the management of
coastal resources;

(1) contInued consultation and coordina-
tion with, and the giving of adequate consid-
eration to, the views of affected Federal
agencies;

"(J) timely and effective notification of,
and opportunities for public and local gov-
ernment participation In, coastal manage-
ment decisionmaking:

"(K) assistance to support comprehensive
planning, ceservatlon, and management
for living coastal resources, Including plan-
ning for the siting of pollution control and
aquaculture facilities within the coastal
zone, and improved coOrdination between
State and Federal coastal zone management
agencies, and State water quality and fish
and wildlife agencies;

'(L) where the Under Secretary considers
appropriate, the study, development and Im-
plementatlon of management plans to ad-
dress the adverse hnpacts of sea level rise
and Great Lakes level rise on the coastal
zone, Including coastal drinking water sup-
plies, coastal Infrastructure, ports and has-
bora, energy facilities, coastal wetlands and
other critical coastal habitat, housing. and
storm surge protection: and

"(M) an inventory and designation of
areas that contain one or more coastal re-
sources of national significance, Including
criteria and procedures for public nomina-
tion of such areas:

"(4) to encourage the preparation of spe-
cial area management plans which provide
for increased specificity in protecting—

"(A) significant natural resources;
"(B) reasonable water-dependent econom-

ic growth;
"(C) Improved protection of life and prop-

erty in hazardous areas, inducting specifical-
ly those areas likely to be affected by sea
level rise: and

'fD) Improved predictability in govern-
mental decisionrnaklng: and

"(5) to encourage the participation and co-
operation of the public, State and local gov-
ernments, interstate and other regional
agencies, and Federal agencies having pro-
grams affecting the coastal zone, in carrying
out the purposes of this title.
"SEC. SOt DEFINI'rIONs,

"For the purposes of this title—
'(1) CoASTAL asouacs OP MATIOWAL SIG-

iqspicaicz.—The term coastal resource of
national significance' means any area In the
coastal zone which is determined by a coast-
al State to provide ecological, esthetic, rec-
reational, historical, or natural storm pro-
tective values which are of greater than
local significance.

"(2) CoasTal. STAT&—The term 'coastal
State' means a State in, or bordering on, the
Atlantie, Pacific, or Arctic Ocean, the Gulf
of Mexico. Long Island Sound, or any of the
Great Lakes. and includes the Common-
wealth of Puerto Rico. the Virgin Islands,
Guam. American Samoa. the Common-
wealth of the Northern Mariana Islands.
and the United States Trust Territory of
the Pacific Islands.

"(3) COASTAL wams.—The term 'coastal
waters' means—

"(A) In the Great Lakes area, the waters
within the territorial jurisdiction of the
United States consisting of the Great Lakes,
their connecting waters, harbors, road-
steads, and estuary-type areas such as bays.
shallows, and marshes and

"(B) In other areas, those waters adjacent
to the shoreline of any coastal State. which
contain a measurable quantity or percent-
age of sea water. Including sounds, bays. la-
goons, bayous, ponds, and estuaries.
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The term Includes wetlands adjacent to coastal State, which (In whose or part) Is lo-
COMtal waters. cated In, or has authority over, Such State's

"(4) COASTAL wrrI.AJms.—The term "coast- coastal zone and which—
ai wetlands' means wetlands within the "(A) has authority to levy ta,ceS, or to es-
coutal zone of any coastal State. The tabllsh and collect user fees: or
Under Secretary 8hafl, not later than June "(B) provides any public facility or public
1, 1991, promulgate a rule in accordance service which Is financed in whole or part by
with the procedures in section 553 of title 5, taxes or user fees.
United States Code, defining the term 'wet- The term includes any school district, fire
Inds'. In connection with the rulemaking district, transportation authority, and any
required by thin paragraph, the Under 8ec- other special purpose district or authority.
retary shall— '(12) MANAGMENT P a.-The term

'(A) hold not less than 4 public hearings, 'management program' means a comprehen-
thcludlng one in each of the Gulf of Mexico, sive statement in words, map6, Illustrations,
AUantlc, Pacific, and Great Lakes coastal or other media of communication, prepared
areas; afld and adopted by a coastal State in accord-

"(B) consult with the heads of other Fed- ance with the provisions of this title, settingeral agencies to ensure that the definition forth objectives, policies, and 8tandards toof the term 'wetlands' establIshed by the guide public and private uses of natural re-rule Is, to the maximum extent possible, sources, lands, and waters in the coastal
consIstent with definitions of that term ap- zone.plied by other Federal agencies. '(13) PERSON.—The term 'person' means(5) COASTAL zo.—The term 'coastal any individual; any corporation, partner-zone' means coastal waters (Including lands ship, Msociation, or other entity organizedtherein and thereunder) and adjacent lands or existing under the laws of any State; the(including the waters therein and thereun- Federal Government; any State, regional, order), strongly Influenced by each other and local government; and any entity of anyin proximity to the shorelines of the several J'edera1, State, regional, or local govern-coastal States, and includes Islands, ment.tional and intertidal areas, salt marshes, "(14) SZA ivgz. RIsz—The term 'sea levelwetlands, and beaches. The coastal zone ex- rise' means an increase in the level of thetends, in Great Lakes waters, to the interna- sea relative to the level of adjacent land.tional boundary between the United States "(15) SPECIAL AREA KA1AGT PLAN.—Theand Canada, and in other areas, seaward term 'special area miinngement plan' meansthe outer limit of State titZe and ownership a comprehensive plan providing for naturalunder the Submerged Lands Act (43 U.S.C.
1301 et seq.), the Act of March 2, 1917 (48 resource protection and reasonable water-
U.S.C. 749), the Covenant to EstablIsh a dependent economic growth containing a
Commonwealth of the Northern Mariana detailed and comprehensive statement of
lands in Political Union with the United policies; 8t.andards and criteria to guide
States of America, as approved by the Act of public and private uses of natural resources,
March 24, 1976 (48 U.S.C. 1681 note), or sec- lands, and waters; and mechanisms for
tion 1 of the Act of November 20, 1963 (48 timely implementation in specific geograph-
U.S.C. 1705), as applicable. The coastal zone ic areas within the coastal zone.
extends inland from the shoreline to the "(16) Uimt SEcRrrARY.—The term 'Under
extent necessary to control lands, the uses Secretary' means the Under Secretary of
of which have a direct and signiticant Commerce for Oceans and Atmosphere.
impact on coastal waters. The coastal zone "(17) WATER-DPZNDENT us.—The term
does not include lands the use of which Is by 'waterdependent use' means a use, activity,
law subject solely to the discretion of, or or project that requires direct physical
which Is held in trust by, the Federal Gov- 8iting on, or proximity or access to, an adja-
ernment or its officers or agents. cent body of coastal water. The term in-

"(6) CRrrIcAz. COASTAL RE—The term cludes industrial or commercial activities re
critical coastal area' means an area identi- lated to port and harbor operation and com-
fied on the basIs of geological, hydrological, mercial fIshing, and activities related to
and ecological factors and proximity to sen- water recreation. A use, activity, Or project
8itIve coastal waters, wetlands and habitats, shafl not be considered to be a waterde-
to be an area for which there Is a siifit pendent use solely because of economic ad-
likellhood that any new or expanded land vantages that may be gained from a coastal
use will have an adverse effect on coastal waterfront location.
waters, either directly or through cumula- "(18) WATER usz.—The term 'water use'
tive or secondary effects, unless appropriate means a use, activity, or project conducted
land use management measures are em- in or on waters within the coastal zone.
ployed. "SEc 8e5. MANAGEMENT PROGRAM DEVELOPMENT

'(7) ENPORCABLI poucy.—The term 'en- GRANTS.
forceable policy' means State policies which "(a) Dxvontii'r QRAwrs.—In fiscal years
are legally binding through constitutional 1991, '1992, and 1993, the Under Secretary
provisions, laws, regulations, land use plans, may make a grant annuafly to any coastal
ordlnance8, or judicial or administrative de- State without an approved program from
clsionz, by which a State exerts control over su available to the Under Secretary
private and public land and water uses and under section 309, if the coastal State dem-
natural re8ources in the coastal zone. onstrates to the satisfaction of the Under

(8) Esruwii *Rza.—The term 'estuarine Secretary that the grant wifi be used to de-
area' includes any part or all of an e8tuary, velop a management program consIstent
and any Is]and, tranitio area, or upland with the• requirements set forth in section'
In, adjoining, or adjacent to that estuary. 306. The amount of any such grant shafl not

"(9) Esimuw.—The term 'estuary' means exceed $200,000 in any fiscal year, and shafl
a aemlenclosed body of coastal water, con- require State matching funds according to a
nected to the ocean, where sea water Is 4-to-one ratio of Federal-to-State contribu-
mixed with and measurably diluted by fresh tions. After an Initial grant Is made to a
water. The term includes estuary-type areas coastal State pursuant to this subsection, no
of the Great Lakes. subsequent grant shafl be made to that

"(10) Liq ust.—The term 'sand use' coastal State pursuant to this subsection
means a use, activity, or project conducted unless the Under Secretary finds that the
on lands within the coastal zone. coastal State Is satIsfactorUy developing its

"(11) Loc GOVERIflT.—The term 'local management program. No coastal State Is
government' means any political subdivIsion eligible to receive more than 2 grants pursu-
of, or any special entity created by, any ant to thIs sub8ection.
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"(b) SuBMIrrAI OF PR0GJuM.—Any coastal

State which has completed the development
of its management program shall submit
such program to the Under Secretary for
review and approval pursuant to section 306.

IO ADMINI8TRITIVE GRMflS.
"(a) Ozrnui..—The Under Secretary may

make grants to any coastal State for the
purpose of administering that State's man-
agement program, if the State matches any
such grant according to the following ratios
of Federal-to-Statecontrlbutions for the ap-
plicable fiscal year

"(1) EXISTING PR0GRAMS.—For those States
for which programs were approved prior to
enactment of the Coastal Zone Act Reau-
thorization Amendments of 1990, one to one
for any fiscal year.

"(2) Dv!a.opuqo PBoGRAM5.—For States for
which programs are approved after the date
of the enactment of the Coastal Zone Act
Reauthorization Amendments of 1990, 4 to
one for the first fiscal year, 2.3 to one for
the second fiscal year, 1.5 to one for the
third fiscal year, and one to one for each
fiscal year thereafter.

"(b) GRANT ColmmoNs.—The Under Sec-
retary may make a grant to a coastal State
under 8ubsection (a) only If the Under Sec-
retary finds that the management program
of the coastal State meets all applicable re-
quirements of this title and has been ap-
proved in accordance with subsection (d).

"(c) Girr ALL0cATI0N.—Orants under
thIs section shafl be aflocated to coastal
States with approved programs based on
rules and regulations promulgated by the
Under Secretary which shafl take into ac-
count the extent and nature of the shore-
line and area covered by the program, popu-
lation of the area, and other relevant fac-
tors. The Under Secretary shafl establIsh,
after consulting with the coastal States,
maximum and minimum grants for any
fiscal year to promote equity between coast-
al States and effective coastal management.

"(d) PROGRAM APPROvAL REQuuIzMvs.—
Before approvllng a management program
submitted by a coastal State, the Under Sec-
retary shafl find the followlxir

'(1) In ogR..—The State has developed
and adopted a management program for its
coastal zone in accordance with rules and
regulations promulgated by the Under Sec-
retary, after notice, and with the opportuni-
ty of full participation by relevant Federal
agencies, State agencies, local governments,
regional organizations, port authorities, and
other interested parties and individuals,
public and private, which Is adequate to
carry out the purposes of this title and Is
consIstent with the policy declared in sec-
tiOn 303.

"(2) REQUIRED PROGRAM ELMENTs.—The
management program includes each of the
following:

"(A) An identification of the boundaries
of the coastal zone subject to the manage-
ment program.

'(B) A defintion of permissible land uses
and water uses within the coastal zone
which have a direct and significant impact
on the coastal waters.

"(C) An inventory and designation of
areas of particular concern within the coast-
al zone.

"(D) An identification of the means by
which the State proposes to exert control
over the land uses and water uses referred
to in subparagraph (B), including a lIst of
relevant State constitutional provisions,
laws, regulations, and judicial decIsions.

'(E) Broad guidelines on priorities of uses
in particular areas, including specifically
those uses of lowest priority.

"(F) A description of the Organizational
structure proposed to Implement the man-
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agement program. Including the responsibil-
ities' and Interrelationships bf local,
,areawlde, State, regional, and Interstate
agencies In the management process.

"(0) A definition of the term 'beach' and
a planning process for the protection of, and
access to, public beaches and other public
coastal areas of environmental, recreational,
historical, esthetic, ecological, or cultural
value.

"(H) A planning process for energy 'facili-
ties likely to be located in, or which may sig-
nificantly affect, the coastal zone, Including
'a process for anticipating and managing the
impacts from such facilities.

"(I) A planning process for assessing the
effects of, and studying and evaluating ways
to control, or lessen the impact of, shoreline
erosion, and to restore areas adversely af-
fected by such erosion.

"(3) RzvrazD rIIocmuRm,—The State
has—

"(A) coordinated its program 'with local,
areawide, and interstate plans applicable to
areas within the coastal zone—

"Ci) existing on January 1 of the year in
which the State's management program Is
submitted to the Under Secretary; and

"(II) which have been developed by a local
government, an areawide agency, a regional
agency, or an interstate agency; and

•"(B) established an effective mechanism
for' continuing consultation and coordina-
tion among the management agency desig-
nated pursuant to paragraph (6), local gov-
erninents, interstate agencies, regional agen-
cies, and areawide agencies within the coast-
al zone to assure the full participation of
those local governments and agencies in car-
rying out the purposes of this title; except
that the Under Secretary shall not find any
mechanism to be effective for purposes of
this subpragraph unless it requires that—

"(I) the management agency, before ha-
plementing any management program deci-
sion which would conflict with any local
zoning ordinance, decision, or other action,
shall send a notice of the management pro-
gram decision to any local government
whose zoning authority is affected;

"(II) within the 30-day period commencing
on the date of receipt of the notice, the
local government may submit to the man-
agement agency written comments on the
management program decision, and any rec-
ommendation for alternatives; and

"(III) the management agency. If any com-
ments are submitted to it within the 30-day
period by any local government—

"(I) shall consider the comments;
"(II) may, in Its discretion, hold a public

hearing on the comments; and
"(III) may not take any action within the

30-day period to implement the manage-
ment program decision.

"(4) PuBLIc azARmGs.—The State has held
public hearings' in the development of the
management program.

"(5) GUBINNATORIAL APPB0VAL.—The man-
agement program and any amendment,
modification, or other change thereto have
been reviewed and approved by the Gover-
nor of the State.

"(6) DESIGNATION OF LEAD AGZNcY.—The
Governor of the State has designated a
single State agency to receive and adminis-
ter grants for Implementing the manage-
ment program.

'(7) ORGANIZATIoN.—The State is orga-
nized to implement the management pro-
gram.

"(8) NATIONAL INTEREST.—The manage'
mont program provides for adequate consid-
eration of the national interest involved in
planning for, and managing the coastal
zone, including the siting of facthties such
as energy facilities which are of greater
than local significance. In the case of

energy facilities, the Under Secretary shall
find that the State has given consideration
to ,any applicable national or interstate
energy plan or program.

"(9) AREA DESIGNATION5.—The manage-
ment program includes procedures whereby
specific areas may be designated for the
purpose of preserving or restoring them for
their conservation, recreational, ecological,
historical, or esthetic value&

"(10) Aurxoarrr vo IMPLEMENT PRoGRAM.—
The State, acting through its chosen agency
or agencies (including local governments,
.areawide agencies, regional agencies, or
Interstate agencies) has authority for the
mAnAgement of the coastal zone in accord-
'ance with the management program; Such
authority shall include power—

"(A) to añminister land use and later use
regulations to control development to
ensure compliance with the management
program, and to resolve conflicts among
competing uses; and

"(B) to acquire fee simple and less than
fee simple interests in land, waters, and
other property through condemnation or
other means when necessary to achieve con-
formance with the management program.

"(11) CONTEOL OF uszs.—The management
program provides for any one or a combina-
tion of the following general techniques for
control of land uses and water uses within
the coastal zone:

"(A) State establishment of criteria and
standards for local Implementation. subject
to administrative review and enforcement.

"(B) Direct State land and water use plan-
ning and regulation.

"(C) State administrative review for con-
slatency with the management program of'
all development plans, projects, or land and
water use regulations, including exceptions
and variances thereto, proposed by any
State or local authority or private develop-
er, with power to approve or disapprove
after public notice and an opportunity for
hearings.

"(12) Usss or REGIONAL BENEFIT.—The
management program contains a method of
assuring that local land use and water use
regulations within the coastal zone do not
unreasonably restrict or exclude land uses
and water uses of regional benefit.

"(13) PROTECTION OF NATIONALLY SIGNIFI-
CANT azsounczs.—The management program
provides f or—

"(A) the inventory and designation of
areas that contain one or more coastal re-
sources of national significance; and

"(B) specific and enforceable standarcis to
protect such resources.

"(14) Pusuc PARTICIPATI0N.—The manage-
inent program provides for public participa-
tion in permitting processes, consistency de-
terminations, and other similar decisions.

"(15) INTRAsTATE 0OMPLIANcE.—The man-
agement program provides a mechanism to
ensure that all State agencies will adhere to
the program.

"(e) PRoGaaM AiDNENTs AND MODIFIcA-
TIONS.—

"(1) IN czxzaax,.—A coastal State may
amend, modify, or otherwise change its ap-
proved management program as provided in
this subsection.

"(2) NOTIFICATION nzouxazn.—A coastal
State shall promptly notify the Under Sec-
retary of any proposed amendment, modif i-
cation, or change in its mAnAgement pro-
gram and submit it to the Under Secretary
for his or her approval. The Under Secre-
tary may suspend all or part of any grant
made to the State under this section pend-
lug submission of the proposed amendment,
modification, or change by the State.

"(3) RzvIEw AND APPROvAL BY UNDER 5ECRE-
TABY.—(A) Within 30 days after the date the
Under Secretary receives any amendment,
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modification, or other change proposed by a
coastal State to its management program.
the Under Secretary shall approve or disap-
prove the proposal, unless the Under Secre-
tary finds it is necessary to extend the
period for reviewing the proposal. Upon
such a finding, the Under Secretary may
extend the period for review to not later
than 120 days after the date the Under Sec-
retary received the proposal. The Under
Secretary may' further extend the period for
review only as necessary to meet the re-
quirements of the National Environmental
Policy Act of 1969 (42 U.S.C. 4321 et seq.).

"(B) If the Under Secretary does not ap-
prove or disapprove an amendment. modifi-
cation, 'or other change proposed by a coast-
al State to its management program within
120 days after the date the proposal is re-
ceived by the Under Secretary, the proposal
is deemed to be approved by the Under Sec-
retary unless the Under Secretary has ex-
tended the period for review for purposes of
meeting the requirements of the National
Environmental Policy Act of 1969 (42 U.S.C.
4321 et seq.).

"(4) AppaovAm REQUIRED FOR IMPLEMENTA-
TION.—(A) Except as provided in subpara-
graph (B), a coastal State may not imple-
ment any amendment, modification, or
other change as part of its approved man-
agement program unless the amendment,
modification, or other change is approved
by the Under Secretary under this subsec-
tion.

"(B) The Under Secretary, after determin-
ing on a preliminary basis, that an amend-
ment, modification, or other change which
baa been submitted for approval under this
subsection is likely to meet the program ap-
proval standards in this section. may permit
the State to expend funds awarded under
this section to begin Implementing the pro-
posed amendment, modification, or change.
This preliminary approval shall not extend
for more than 6 months and may not be re-
newed. A proposed amendment, modifica-
tion, or change which is subject to prelimi-
nary approval under this paragraph shall
not be considered an enforceable policy for
purposes of section 307(m).
"SEC. 306A. RESOURCE MANAGEME IMPROVE-

MENT GRANTS-
"(a) DEPINITI0Ns.—F'or purposes of this

section—
"(1) the term 'eligible coastal State' means

a coastal State that for any fIscal year for
which a grant is applied for under this sec-
tion—

"(A) has a management program approved
under section 306; and

"(B) in the judgment of the Under Secre-
tary, Is making continual and satisfactory
progress in improving its approved coastal
sone management program in compliance
with section 310; and

"(2) the term 'urban waterfront and port'
means any developed area that is densely
populated and is being used for, or has been
used for, urban residential, recreational,
commercial, shipping, or industrial purpose.

"(b) GRANTS AND REsouRcE IMPROVE-
Mmrrs.—The Under Secretary may make
grants to any eligible coastal State to assist
that State in meeting one or more of the
following objectives:

"(1) PREsERvATION OR RE5T0RATI0N.—Pre-
serving or restoring specific areas of the
coastal zone—

"(A) that are designated under the man-
agement program procedures required by
section 306(dX9) because of their conserva-
tion, recreational, ecological, historic, or es-
thetic value;

"(B) under a comprehensive restoration
program adopted under section 310(a)(1):
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"(C) -that contain one or more coastal re-

sowesa of national significance; or
"(D) for the pw-poae of restoring and en-

hancing shellfish production by the pur-
chase and distribution of clutch material on
publicly owned reefs and bottom lands

'<2) RmcvzLo?sa1'.—RedeyelopIng date-
rioraUng and underutilized urban water-
Ircnta and ports that are designated under
section 306(dX2MC) in the States manage-
ment program as areas of psrUcular con-
cern.

'(3) Puzuc aoczss.—Provldlrig access to
public beaches and other public coastal
areas and to coastal waters in accordance
with the planning process required under
section 306(d)(2)(G).

"Ic) Gwrr RESTIICTIONs—
"Ii) Tasss AND cONDITIoNs—Each grant

under this section shall be subject to any
terms and conditions as may be appropriate
to ensure that the grant Is used for purposes
consistent with this section.

"(2) Eisciuiz vsss.—Grants under this
section may be used for—

"(A) acquiring fee simple and other inter-
ests in land;

"(B) low-coat construction projects deter-
mined by the Under Secretary to be consist-
cut with the purposes of this section, includ-
Ing construction of paths, walkways, fences,
parks, and oyster beds and the rehabilita-
tion of historic buildings and structures,
except that not more than 50 percent of any
gr*nt under this section may be used for
such construction projects;

"(C) In the case of grants for objectives
described in subsection (bX2)—

"(I) the rehabilitation or acquisition of
piers to provide increased public use, Includ-
ing compatible commercial acUvtty

'(II) the establishment of shoreline stabili-
ration measures, Including the installation
or rehabilitation of bulkheads for the pur-
pose of public s&fety or Increasing public
access and use; -

"(UI) the removal or replacement of pil-
ings where such action will provide in-
creased recreational use of urban water-
front areas, except that activities provided
for under this paragraph shall not be treat-
ed as construction projects subject to the
limitations in subparagraph (B);

"(D) engineering designs, specifications,
and other appropriate reports; and

"(E) educational, interpretive, and man-
agement costs and such other related costs
as the Under Secretary determines to be
consistent with the purposes of this section.

"(d) MArcRnw Rsqmszssmrrs.—.-
"(1) Is cxrnxi.,—The Under Secretary

shall require a coastal State to match a
grant under this section in a ratio of at least
one to one of Federal to State contribution.

"(2) Usa ros oruxa uarcntsc REQUIRe-
urrys.—A coastal State may use a grant
under this section to pay the States share
of costs required under any other Federal
program that Is consistent with the pur-
poses of this section.
"SEc. 1553. W4NMINC LAND uSES TPAT MWCT'

4XASTAL WAreIS.
"(a) liv OgaisaL----
"(1) Psocaas ncvmopEsT—Hot later

than 3 years after the effective date of this
section. the management agency designated
pumuant to section 306(dX6) by each coast-
al State for which a nsigement program
has been approved pursuant to section 306
(hereinafter in this section referred to as
the 'coastal management agency'), shall pre-
pare and submit to the Under Secretary a
Coastal Water Quality Protection Program
(hereinafter in this section referred to as
the 'program') for approval pursuant to this
section. The purpose of the program shall
be to develop and implement coastal land
use management measures for nonpoint
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source pollution, working In close conjunc-
tion with other State and local authorities.
For purposes of this section, the term "land
use" shall include uses of adjacent water
areas so well.

"(2) PROAM 000vwrssvreos.—4A) In devel-
oping and carrying out the program, the
coastal management agency shall coordi-
nate closely with State and local water qual-
ity plans and programs developed pursuant
to sections 208, 303, 319. and 820 of the Fed-
eral Water Pollution Control Act (83 US.C.
1288. 1313, 1.329, and 1330).

'(B) The program shall serve as an update
and expansion of the State nonpoint source
management program developed under sec-
tion 319 of the Federal Water Pollution
Control Act, as the program under that sec-
tion relates to land and water uses affecting
the coastal zone. The program shall be pie-
pared in close consultation with the State
authority responsible for implementation of
the program prepared under section 319 of
that Act, in order to assure full coordination
In each participating State.

"(b) PROGRAM CoinENrs.—The Under See-
Tetary in consultation with the Administra-
tor of the w1ronmental Protection
Agency, shall approve a program under this
section If It provides for the following:

"(1) Inzwriyyij isai nasa—The Identifi-
cation of, and a continuing process for iden-
tifying. land uses which, individually or on-
mulatively, may cause or oontribute signif I-
cantly to a degradation of—

'(A) those coastal waters wluere there Is a
failure to attain or maintain applicable
water quality standards or protect designat-
ed uses, as determined by the State pursu-
ant to its water quality planning prooesaes

"(B) those coastal waters that are threat-
ened by reasonably foreseeable increases in
pollution loadings from new or expanding
sources; or

"(C) outstanding resource waters designat-
ed pursuant to paragraph (4).

"(2) IDENTIFYING CRITICAL COASTAL AREAS.—
The Identification of, and a contirnilng proc
eas for Identifying, critical coastal areas
within which any new land uses or substan-
tial expansion of existing land uses will be
subject to land use management measures
that are determined necessary by the coast-
al management agency, in cooperation with
the State water quality authorities and
other State or local authorities, as appropri-
ate, to protect and restore coastal water
quality and designated uses.

"(3) Coasras. LARD USE MAEAGEWmc'r MEAS-
uazs.—(A) The Implementation and con-
tinuing revision from time to time of land
use management measures applicable to the
land uses and areas Identified pursuant to
paragraphs (1) and (2) that the coastal man-
ageinent authority, working in conjunction
with the St&te water pollution control
agency and other State and local authori-
ties, determines are necessary to achieve ap-
plicable water quality standards and protect—

"(B) Coastal land use management meas-
ures under this paragraph may include,
among other measures, the use of—

"U) buffer drips;
"(II) setbacks;
"(iii) density restrictions;
"(lv) techniques for Identifying end pro-

tecting critical coastal areas and habitats;
"Iv) soil erosion and sedimentation con-

troL and
"(vi) siting and design criteria for water

uses, including marinas.
"(4) OUTSTANDING azeousca warms. —The

continuing Identification and designation
(after periodic nominations, notice, and
public comments) of coastal waters which,
because of their special ecological, recre-
ational, or esthetic characteristics, are dc-
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tetmined by the State to constItute out-
standing resource waters. Such designations
may Include, but not be limited to, waters
identified by the State water pofliltion con-
trol agency as being of special biological sig-
nificance pursuant to its water Quality plan-
ning processes. Outstanding resource waters
may Include—

"(A) areas adjacent to national or State
parks or wildlife reluges

"(B) national 'estuarine research reserves
and national marine sanctuaries;

"(C) waters adjacent to units of the Coast-
al Barrier Resources System established by
the Coastal Barrier Resources Act (16
U.S-C. 3501 et seq); or

'<D) shellfish harvesting areas or fish
spawning areas of particular State or local
Importance.

'(5) TECHNICAL AsaIsTAlvca—The provision
of technical and financial assistance to local
governments and the public for implement-
ing the measures referred to in paragraph
(3), including assistance in developing ordi-
nances and regulations, technical guidance,
and modeling to predict and assess the ef-
fectiveness of such measures, training, f I-
nanclal Incentives, demonstration projects,
and other innovations to protect coastal
water quality and designated uses.

"(6) PUBLIC FARTICIPAYION —Opportunities
for public participation in all aspects of the
program. Including the use of public notices
and opportunities for comment, nomination
procedures, public hearings, technical and
financial assistance, public education, and
other means.

"(7) ADMINISTRATIVE cooRnrIcArIoiL —The
establishment of mechanisms to Improve co-
ordination among State agencies and be-
tween State and local officials responsible
for land use programs and permitting, water
quality permitting and enforcement, habitat
protection, and public health and safety,
through the use of joint project review.
interagency certifications, memoranda of
agreement, and other mechanisms.

"(8) STATs COASTAL ZONE BOUNDARY MODIFI-
CATI0L—Modl.flCatlofl of the boundaries of
the State coastal zone as the coastal man-
agement agency determines Is necessary to
manage the land uses Identified pursuant to
paragraph (I) and to implement, as may be
required, the recommendations made pursu-
ant to subsection (e). U the coastal manage-
ment agency does not have the authority to
modify such boundaries, the program shall
Include recommendations for such modifica-
tions to the appropriate State authority.

(c) PROGRAM SUBMISsIoN n Apreova.a—
'(1) Paocsouazs.—The submission and ap-

proval of a proposed program shall be gov-
erned bY the procedures catabbahed by sec-
tion 306(e).

"(2) ELIGIBILITY FOR AND W1TEDRAWING AS-
SI5TANCE.—If the Under Secretary finds that
a coastal State has failed to submit an ap-
provable program as required by this sec-
tion. the State shall not be eligible for any
funds under this section or section 603 of
the Coastal Defense Initiative of 1990, and
the Under Secretary shall withdraw a por-
tion of grants otherwise available to the
State under section 306 of this Act as fol-
lows

"(A) 10 percent after 3 years alter the
date of the enactment of this section.

"(B) 15 percent after 4 years after the
date of the enactment of this section.

"(C) 20 percent after 5 years after the
date of the enactment of this section.

"(D) 30 percent after 6 years after the
date of the enactment of this section and
thereafter.
The Under Secretary shall make amounts
withdrawn under this paragraph available
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to coastal States having programs approved
under this section.

"(d) TECRNICAL ASsxsrAlcE.—The Under
Secretary and the Administrator of the En-
vironmental Protection Agency shall pro-
vide technical assistance to coastal States
and local governments in developing and tin-
plementing programs under this section.
Such assistance shall include—

"(1) methods for assessing water quality
impacts associated with coastal land uses:

"(2 methods for assessing the cumulative
water quality effecth of coastal develop-
ment;

'(3) maintaining and from time to time re-
vising an inventory of model ordinances,
and providing other assistance to coastal
States and local government8 in identifying,
developing, and implementing pollution con-
trol measures: and

"(4) methods to predict and assess the ef-
fects of coastal land use management meas-
ures on coastal water quality and designated
uses.

"(e) INLA.ND BOUNDARIES.—
"(1) REvIEw.—The Under Secretary, in

consultation with the Administrator of the
Environmental Protection Agency, shall,
within 18 months after the date of enact-
ment of this title, review the inland coastal
zone boundary of each coastal State pro-
gram which has been approved or is pro-
posed for approval under section 306 and
evaluate whether the State's coastal zone
boundary extends inland to the extent nec-
essary to control the land and water uses
that have a significant impact on coastal
waters of the State.

'(2) REcoInArIoN.—If the Under Sec-
retary finds that modifications to the Inland
boundaries of a State's coastal zone are nec-
essary for that State to more effectively
manage land and water uses to protect
coastal waters, the Under Secretary shall
recommend appropriate modifications in
writing to the affected State.

'(f) FINANcIAL ASSxsTA1CE.—With sums
appropriated pursuant to section 318(a)(2),
the Under Secretary shall provide grants to
each coastal State to assist in fulfilling the
requirements of this section Il the coastal
State matches any such grant according to a
4 to 1 ratio of Federal to State contribution.
Funds available for implementing this sec-
tion shall be allocated according to the reg-
ulations issued under section 306(c). except
that the Under Secretary may use not more
than 30 percent of any Buch funds to pro-
vide grants to assist those States which the
Under Secretary finds are making exempla-
ry progress in complying with the require-
ments of this section.

"(g) LoNG ISLAND Sowi CowszivANcY
DoNsrTxoN.—Notwithstanding any
other provision of law and within one year
after the effective date of this subsection,
the Under Secretary shall establish an
office, to be known as the Long Island
Sound Conservancy, in the immediate vicini-
ty of Long Island Sound. The ofhce shall
provide B.ssistance to the States of Connecti-
cut and New York in developing and imple-
menting the plan described in subsection (a)
and in demonstrating the most effective
means of coordinating the implementation
of coastal zone management and water qual-
ity programs. The Conservancy shall be eli-
gible for grants under Bubsection (f) without
regard to the matching requirement of that
subsection.
"SEC. 301. COORDINAI1ON AND COOPERATION.

"(a) GwnAL.—In carrying out the func-
tions and responsibilities of this title, the
Under Secretary Bhall consult with, cooper-
ate with, and, to the maximum extent prac-
ticable, coordinate these activities with
other interested Federal agencies.
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'(b) Fi.*i. AaErcY CoNBm.TATI0N.—The

Under Secretary shall not approve the man-
agement program Bubmitted by a State pur-
suant to section 306, or any amendment,
modification, or other change to the man-
agement program, unless the views of Fed-
eral agencies principally affected by Buch
program or amendments have been ade-
quately considered.

'(c) FEDERAL Aawc ACrIvrrIEs.—
"(1) Ix oigiw.—Each Federal agency ac-

tivity, in or outside of the coastal zone. af-
fecting any natural resources, land uses, or
Water uses in the coastal zone, shall be car-
ried out in a manner which is, to the maxi-
mum extent practicable, consistent with ap-
proved State management programs.

"(2) PRESIDENTIAL ExEMYrI0r4.—After any
final judgment, decree, or order of any Fed-
eral court that is appealable under section
1291 or 1292 of title 28, United States Code,
or under any other applicable provision of
Federal law, that a specific Federal agency
activity is not in compliance with Bubsection
(c)(1), and certification by the Under Secre-
tary that mediation under subsection (h) is
not likely to result in Buch compliance, the
President may, upon written request from
the Under Secret.ary. exempt from compli-
ance those elements of the Federal agency
activity that are found by the Federal court
to be inconsistent with an approved State
program. I! the President determines that
the activity is in the paramount interest of
the United States. No such exemption shall
be granted due to a lack of appropriations
unless the President has specifically re-
quested such appropriations as part of the
budgetary process, and the Congress has
failed to make available the requested ap-
propriations.

"(3) Corsisitc' DmRMn4ATI0N RE-
eunt—Each Federal agency carrying out
an activity subject to paragraph (1) shall
provide a consistency determination to the
relevant State agency designated under sec-
tion 306(d)(6) at the earliest practicable
time. but in no case later than 90 days
before final approval of the Federal activity
unless both the Federal agency and the
State agency agree to a different schedule.

'(d) FEDERALLY LICZNSED OR PERMrrrKD Ac-
TIVITIS.—

"(1) Ix a ItA1.—Any applicant for a re-
quired Federal license or permit to conduct
an activity in or outside the coastal zone, af-
fecting any natural resources, land uses, or
water US8 in the coastal zone of a State.
shall pre.ride in the application to the li-
censing or permitting agency a certification
that the proposed activity complies with the
State's approved program and that the ac-
tivlty will be conducted in a manner consist-
ent with the program. At the same time, the
applicant shall furnish to the State or its
designated agency a copy of the certifica-
tion, with all necessary information and
data, and with any fee which may be re-
quired pursuant to subsection (i). Each
coastal State shall establish procedures for
public notice in the case of all certifications
and, to the extent it deems appropriate. pro-
cedures for public hearthgs. At the earliest
practicable time, the State or its designated
agency shall notify the Federal agency con-
cerned that the State concurs with or ob-
jects to the applicant's certification. If the
State or its designated agency fails to fur-
nsh the required notification within 8
months after receipt of its copy of the appli-
cant's certification, the State'B concurrence
with the certification shall be conclusively
presumed. No license or permit shall be
granted by the Federal agency until the
State or its designated agency has con-
curred with the applicant's certification or
until, by the State's failure to act, the con-
currence is conclusively presumed, unles8
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the Under Secretary. on his or her own mitt.
ative or upon appeal by the applicant, finds.
after providing a reasonable opportunity for
detailed comments from the Federal agency
involved and from the State, that the activi-
ty is consistent with (A) the requirements of
this title, and (B) the findings and poIices
of this title or is otherwise necessary in the
interest of national security.

"(2) Ou'r1R cONTINENTAL SHELF EXPLORA-
TION, Drvzl,OPMEN'r, OR pRoDucrxoN.—Any
person who Bubmits to the Secretary of the
Interior any plan for the exploration or de-
velopment of. or production from. any area
which has been leased under the Outer Con-
tinental Shelf Lands Act (43 U.S.C. 1331 et
seq.) and regulations under such Act shall,
with respect to any exp'oration, develop-
ment, or production described in such plan
and affecting any natural resources. land
uses, or water uses in the coastal zone of a
State, attach to such plan a certification
that each actwity which is described in
detail in such plan complies with such
State's approved management program and
will be carried out in a manner consistent
with such program. No Federal official or
agency shall grant such person any flcense
or permit for any activity described in detail
in such plan until such State or its designat-
ed agency receives a copy of such certifica-
tion and plan, together with any other nec-
essary data and lnformatton, and with any
fee which may be required pursuant to sub-
section (I), and until—

'(A) the State or its designated agency, in
accordance with the procedures required to
be established by the State pursuant to
paragraph (1), concurs with the certification
and notifies the Under Secretary and the
Secretary of the Interior of the concur-
rence:

(B) concurrence by the State with such
certification is conclusively presumed as
provided for in paragraph (1). If the State
falls to concur with or objects to the certif i-
cation within 3 months after receipt of its
copy of the certification and supporting in-
formation, the State shall provide the
Under Secretary, the appropriate Federal
agency, and the person with a written state-
ment describing the status of review and the
basis for further delay in tssurng a final de-
cision, and if the statement is not so provid-
ed, concurrence by such State with the cer-
tification shall be conclusively presumed: or

"(C) the Under Secretary finds, pursuant
to paragraph (1), that each activity which Is
described in detail in such plan is consistent
with (i) the requirements of this title, and
(ii) the findings and policies of this title or
is otherwise necessary in the interest of na-
tional security.
U a State concurs or is conclusively prc-
sumed to concur, or if the Under Secretary
makes such a finding, the provisions of
paragraph (1) do not apply to the person,
the State. and any Federal license or permit
which is required to conduct any activity af-
fecting natural resources, land uses. or
water uses in the coasta,I zone of the State
which is described in detail in the plan to
which the concurrence or frndlng applies. If
the State objects to the certification and if
the Under Secretary falls to make a finding
under subparagraph (C) or if the person
fails Bubst&fltially to comply with the plan
as Bubmitted, the person shall submit an
amendment to the plan, or a new plan, to
the Secretary of the Interior. With respect
to any amendment or new plan submitted to
the Secretary of the Interior pursuant to
the preceding sentence, the applicable time
period for purposes of concurrence by conS
clusive presumption under paragraph (1) is
3 months.
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"(C) FmSSAL Assismwca PR0ORAMS.—State

and local governments submitting applies-
tiors for Federal amistance under other
Federal programs, for activities In or outside
the coastal sone affecting any itin'aJ re-
sourms, land unes, or water uae. In the
"l sone, shall Include the views of the
eacy designated pursuant to section
306(dX6) as to the atlonship of the activi-
ties to the approved management program.
The applications shall be submitted and Co.
ordb*trd In srdance with the provisions
at title IV of the Intergovernmenl Cooe'di-
nation Act of 1968 (82 Stat. 1098). Federal
agencies shall not provide assistance for any
acthlty that Is Inconsistent with a coastal
State's mengement program, unless the
Under Secretary, on his or her own Initia-
th'e or upon appeal by the applicant, finds,
after providing a reasonable opportunity for
detailed comments from the Federal agency
Involved and from the State, that the activi-
ty Is consistent with the findings and poli-
cies of this title or Is (1) the requirements of
this title, and (2) otherwIse necessary In the
interest of national security.

"(I) Rgi.a'rzoicsaip 'TO Oruxa PEDmAL
Lsws.—Nothlng In this title shall be con-
strued—

"(1) to diminish either Federal or State
Jurisdiction, responsibility, or rights in the
field of planning, development, or control of
water resources, submerged lands, or naviga-
ble waters; nor to displace, supersede, limit,
or modify any interstate compact or the ju-
risdiction or responsibility of any legally es-
tabilahed Joint or common agency of 2 or
more States or of 2 or more States and the
Federal Government; nor to limit the au-
thority of the Congress to authorise and
fund projects;

"(2) as superseding, modifying, ca repen_I-
Ing any laws applicable to the various Fed-
eral agencies; nor to affect the Jurisdiction,
powers, or prerogatives of the International
Joint Coznrnlsslon. United States and
(nfI.: the Permanent Engineering Board;
the United States operating entity or enti-
ties established pursuant to the Columbia
River Basin Treaty, signed at Washington,
January 17, 1961; or the International
Boundary and Water Commission. United
States and Mexico.

"(g) Iwooapos*yio,, or Am asp Warn
STAnoaans.—NotwIthsta.ndlng any other
provision of Ihl title, nothing In this title
shall in any way affect any requIrement (1)
established by the Federal Water Pollution
Control Act, (33 U.S.C. 1251 et seq.) or the
Clean Air Act (42 U.S.C. 7401 at seq.), or (2)
established by the Federal Government or
by any State or local government pursuant
to such Acts. Such requirements shall be In-
corporated in any program developed pumij.
ant to this title and shall be the water pollu-
tion control and air pollution control re-
quirements applicable to such program.

"(h) MxpIArloN.—In case of serious dis-
agreement between any Federal agency and
a coastal State or between 2 or more
States-

"(1) In the development or the Initial tnt-
pleinentatton of a !nantgentent program
under sectIon 305; or

'(2) In the administration of a manage-
ment program approved under section 306;
the Under Secretary shall seek to mediate
the disagreement.

"(I) BraTs Pm.—Ench eoutal State may
ed*bllsh, collect, and eupend, without
regard to any other requirement of this
title, a fee to recover the reasonable costs of
ad tdnldeflng subsection (dl. Such fee may
recover the full costs of admlnlst,ation, In-
eluding the reasonable costs of required re-
search, monitoring, and enforcement.

"(p Fmspaj, P.—WIth respect to appeals
under subsection (d) which are submitted
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finds that any coastal State or unit of local
government is unable to meet its obligations
pursuant to this subsection because the
actual Increases in employment and related
population resulting from coastal energy ac-
tivity and the facilities associated with such
activity do not provide adequate revenues to
enable such State or unit to meet such obli-
gations in accordance with the appropriate
repayment schedule, the Under Secretary
shall, after review of the Information sub-
mitted by such State or unit take any of the
following actions:

"(1) Modify the terms and conditions of
such loan.

"(2) RefInance the loan.
"(3) Recommend to the Congress that leg-

islation be enacted to forgive the loan.
"(d) OFFSETTING Cou.acriows.—Losn N-

payments made pursuant to subsection (c)
shall be retained by the Under Secretary as
offsetting collections, and shall be deposited
into the Coastal Zone Management Fund es-
tablished under sectIon 309.

"S&C. Si•. NATIONAL INTE&F2T IMPROVEMENTS.
"(a) Ix Gwxaaz..—Beglnnlng In fIscal year

1991, the• Under Secretary shall Implement
an ongoing program to encourage each
coastal State to make continual improve-
ments in Its mngement program in speci-
fied national Interest areas. This program
shall encourage and monitor Improvements
in one or more of the following special na-
tional interest areas;

"(1) COasTAL WETLANDS MANAGEIWIT AND
PR0ItCTI0N.—Coastal wetlands management
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after the date of the enactment of the
Coastal Zone Act Reauthorization Amend-
ments of 1990, the Under Secretary shall
collect an application fee of not less than
$200 for minor appeals and not less than
$500 for major appeals. The TInder Secre-
tary shall collect such other fees as are nec-
emary to recover the full costs of
tering and processing such appeals under
subsection (d).

"(k) Waivino RIGHT TO Appasi..—An appli-
cant may waive the right to an appeal pur-
suasit to subsection (d)(1XB), (d)(2XCXi) or
(eX2) If written notification of the waiver Is
received by the coastal State and the Under
Secretary withIn 60 days after the date on
which the coastal State objected to theap-
pilcant's certification under that subsection.

"U) Rssmwriox op Smrz AuTBoan'y.—A
Coastal State may not exercise the require-
ments of subsection (C), (d), or (e)—

"(1) unless the coastal State's
ment program has been approved pursuant
to section 306; or

"(2)11 approval of the coastal State's man-
agement program has been withdrawn pur- "SEC. 31€. COASTAL ZONE MANAGEMENT FUND.

suant to sectIon 312(d). "(a) EsnsLIsinsz,rr.—The Under Secre-"(m) Coxs w ENPORC2ABLZ tary shall establish and maintain a fund, tO
Pouczss Raquxam.—In complying with be known as the 'Coastal Zone Management
provisions of subsections (C), (d), and (e), Fund' (hereinafter In this section referred
tivities of Federal agencies and applicants to as the 'Fund'), which shall consist of
shall be carried out consistent with amounts retained and deposited Into the
forceable policies of the State management Fund under section 308(d).
program. Federal agencies shall give ada "(b) Usz.—Subject to amounts provided in
quate consideration to program provisions Appropriation Acts, amounts In the Fund
which are in the nature of mmenla- shall be available to the Under Secretary for
t.lons. use for the foIlowtng
"SEC. 35€ COASTAL ZNF2GY IMPACf "(1) AnuINIsrzaTIow.—Expenses Incident

"(a) Ix Gzsza*s,.—Not later than January to the administration of this title, in an
1, 1993, the Under Secretary shall recom- amount not to exceed
mend to the Congress a coastal energy "(A) $5,000,000 for fIscal year 1991;
Impact program. These recommendations "(B) $5,225,000 for fiscal year 1992;
shall include provision of financial and tech "(C) $5,480,125 for fIscal year 1993;
nical assistance to meet the needs of cas "(D) $5,705,830 for fIscal year 1994; and
States and local governments resulting f "(E) $5,962,593 for fiscal year 1995.
energy facilities and related activities affect- "(2) O'rxzn uses.—Alter use under pars-
ing natural resources, land uses, or water graph (1)—
uses in the coastal aone. me program "(A) projects to address management
identify the major energy activities which issues which are regional In scope, Including
are affecting natural resources, land uses, or Interstate projects;
water uses In the coastal zone and the major "(B) demonstration projects which have
obstacles, If any, to effective management of high potential for Improving coastal zone
such activities unter tbl' t. management, especially at the local level;

"(b) Ovrn Cowrursnrn Suxtr STATE P "(C) emergency grants to State coastal
zone management agencies to address un-

"(1) Ix c nm*x—Begtnnlng In fIscal foreseen or disaster-related circumstances;
1991, the Under Secretary shall implement (D) appropriate awards recognizing cx-
a program to assist ceilence In coastal zone management as pro-
tag their responsibilities wider the Outer vided In section 314;
Continental Shelf Lands Act (43 U.S.C. ii '(E) program development grants as au-
at seq.). thorlzed by section 305;

"(2) PsnrIcn'ArioIe cwrrs.—The Under "(F) State participation grants under sec-
Sedretary shall make grants under this tion 308(b); and
paragraph to any eosztal State which the to provide financial support to coast-
Under Secretary finds Is likely to be affect- al States for use for investigating and apply-
ed by Outer Continental Shell energy activi- Ing the public trust doctrine to Implement
ties, If the State matches the grant accord State management programs approved
thgtoa4tolratjoofpederajto8tatecon. undersection3O6.
tribution. The grants stiau e usei to assist "(c) Rspowr.—On December 1 of each
the State In carrying out ltsresponslbillties year, the Under Secretary shall transmit to
under the Outer Continental Shell Lands the Congress an annual report on the Fund,
Act. Including the balance of the Fund and an

"(c) Loax REPAYMsaIT OSLIOATT0wS Uwu- itemization of all deposits Into and disburse-
racrs.—The obgatlons of any ooastai ments from the Fund In the preceding fiscal
State or unit of general purpose local gov- year.
ernment to repay loans made pursuant to
section 308(dXl) of the Coastal Zone Man-
agement Act of 1972 (16 U.S.C. 1456a(d)(1)),
as In effect before the date of the enact-
ment of the Coastal Zone Act Reauthoriza-
tion Amendments of 1990, and any repay

____

ment schedule established pursuant to that
Act., are not altered by any provision of this
title. Such loans shall be repaid under au-
thorIty of this subsection and the Under
Secretary may Issue regulations governing
such repayment. If the Under Secretary
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8111 protectIon. consistent With the Interim
goal to achieve no overall net loss of the Na-
tlons remaining wetlands base, Including
adoption of—

'1(A) enforceable f' to manage and
— coastal weUand and

(B) a compreheoalwe restom43on program
for coastal wetlands for the purpose of U-
tahth increases in functioning wdla

"(2) Namas. nawse aiaiaosswa—Man-
agement of development and redevelopment
In hazardous areas, including enforceable
policies and management strategies to—

"(A) reduce the threat to life and the do-
struction of property by discouraging devel-
opment and redevelopment in high hazard
areas;

"(B) properly manage development and
redevelopment in other hazard areas includ-
ing such mechanisms as setbacks, require-
ments that buildings be suitable for reloca-
tion and other special building code stand-
ards. and acquisition and relocation pro-
grazns and

"(C) anticipate and manage the effects of
potential sea level or Great Lakes level rise
and land subsidence by-

"U) requiring consideration of sea level Or
Great lakes level rise and land subsidence
in the siting of new public Infrastructure In-
vestments and new large-scale developments
wIth long Ufe expectancies, such as sewage
treatment plants, industrial plants, and haz-
ardous waste facilities;

"(II) establishing snd protecting buffer
zones for wetlands which are likely to mi-
grate Iandward in re,onae to sea level or
Great lakes level rlse.

"(iii) ensuring that protection of natural
resources Is a feature of both structural and
nonatructairal ionma to am level or
Oseat Lakes level rise or land subsidence;
and

"(Lv) requiring building setbacks and
standards that .lnimI,p the adverse effects
of sea level or Great Lakes level rise or land
subsidence.

"(3) P(nuc accass.—Provldlng public
access to coastal areas, including develop-
ment of a program to increase public access
to coastal areas of recreational, historical.
esthetic, ecological, or cultural value, based
on assessments of long-term public access
needs. This program shall Include enforcea-
ble policies necessary to meet public needs
for access, including appropriate regulatory
means and programs to obtain access sites
through donation. dedication, and acquisi-
tion, and shall include a process for public
nomination of areas to be acquired for
public access purposes.

(4) CUXULATIVE AND SECONDARY IMPACTS.—
Development and adoption of procedures to
assess, consider, and control cumulative and
secondary Impacts of coastal growth and de-
velopment, Including the collective effect of
various Individual uses or activities on coast-
al resources, such as coastal wetlands, and
the cumulative effect of nonpoint pollution
from individual land uses or water uses.

"(5) COASTal. memGY esvsLorMmqr.—Adop-
tion of procedures and enforceable policies
to help facilitate the siting of energy Itch-
ties and accommodate energy-related aettvl-
ties which may be of greater than local sig-
nificance, hrding-

"(Al mitigation policies and guidelines
which will be applicable to energy develop-
mont actlvttles

"(B) procedures to coordinate Pederal
energy policies and programs with State
coastal sane inanageasent programs; and

'(C) consolidation of permitting and regu-
latory reiiees.

- "(b) NarronaL. bn'uzrr Iiapaovpsirrrs
PSOGIiAXL—TO implement the program re-
quired under subsection (a), the Under See-

retary shall assess, tes' each coastal State,
the priority needs for improvement In each
of the special national interest areas, and
based on that asseannent, shall seek to ne-
gotiate a National interest Improvements
Program (herein fter in this aecUon
ferred to as a 'program') for each coastal
State with an approved management pro-
gram. .th program shall cover a period of
at least S wsra and .U bielude eetlIc,
measurable goals and milestones to facili-
tate effective oversight by the Under Secre-
tary pursoant to seitsection (e).

"(c) Norzncs-r'ou—In negotiating each
program, the coastal State shall notify and
cmaiilt with apprupliate Federal sg
State agencies, local governments, regional

port authorities, and the
public, and where appropriate shall estab-
lish a citizens advisory group to assist In de-
velopment and 1mp]"nntation of the pro-

Id) Plusm IMPI.ssiZNtATIOL—If neces-
sary for effective administration, the Under
Secretary may stagger implementation of
programs required under subsection (a)
such that no less than one-third of the par-
ticipating coastal States are negotiating a
program In any sIngle year.

"(e) EvAz.uarIoN.—
"(1) .nnuaL azvxsw.—The Vnder Secre-

tary shall continually monitor progress In
Implementing each program negotiated
under this section and shall provide each
State with an annual evaluation of progress.
Unless the Under Secretary finds, for each
one-year period, that the coastal State Is
msklng continual and satlsIP.Ctol'Y progress
In Implementing each component of the
program, the Under Secretary shall notify
the coastal State and the public and shall
specify additional actions required to ensure
satisfactory implementation.

"(21 RzassmsvsisT AND siisrEsSio.—Six
months alter notifying a State under para-
graph (1), the Under Secretary shall reas-
sess the State's progress. Unless the Under
Secretary finds that the State Is making mt-
Isfactory -,gress In undertaking the ac-
tious required under paragraph (1), the
Under Secretary shall suspend that State's
eligibility for further funding under this
section for at least one year,

(3) Wiisvm,—The Under Secretary may
waive the requirements of this section only
by finding that a leek of satisfactory
progress by a State Is due to factors which
are beyond the control of the State *nd
which were unforeseen at the time the plan
was negotiated. The Under 8ecretary shall
notify the Congress and the public before
granting any waiver under this subsection.

'1(f) Fusausu.—Begtnnlng In fiscal year
1991. at least 10 percent, but not more than
21 percent, of the amounts appropriated
under section 31$iaXl) to Implement sec-
tions 301 and 3A shall be used by the
Under Seaetary to Implement this section.

'1(g) No Srarr Maron Rzgucam.—No State
match is required for activities funded
under this section,

Th) Ossar ALIoCkTroa---Funds available
to Implement this section shall be distribut-
ed among eligible States as follows:

"(1) PUaxana mANm.—Plfty percent so-
oarding to regulatlour promulgated *msa-
ant to section SOlid.

'1(2) DmIoItA1T oaawrs.—Wfty percent
for d1screry awards according to guide-
lines es regulations imued by the Under Sec-
retary pursusot to section 317,

'1(g) Racuaaizows,—The Under Secretary
shall hans regulations under section 311
providing guidance for any program negoti-
ated under this section.
"sac. su. PUSLIC WEIRINGS AND MenFINGS.

"AU public bearings and meetings i-c-
qulred wider this title shell be announced
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at least 45 days prior to the hearing or
meeting date. At the time of the announce-
merit, all materials of the agency conduct-
ing a bearing or meeting and pertinent to
the hearing or meeting, including docu-
ments, studies, and other data, shall be
made available to the public for review end
study. As similar materials are subsequently
developed, they ehall be made available to
the public as they become available to the
agency.
"SEC 312. REVIEW OF PWORMANCS.

"(a) PmIODIc Rsvisw op Stan Pao-
GRAMS—The Under Secretary shall conduct
a continuing review of the performance of
coastal States with respect to coastal man-
agement. Each review shall include a wilt-
ten evaluation with an assessment and de-
tailed findings concerning the extent to
which each coastal State has Implemented
and enforced a program of the State ap-
proved by the Under Secretary under this
Act (Including regarding adherence by State
agencIes and units of local government to
the program), furthered the coastal man-
agement program requirements Identified in
section 303(3), satisfactorily complied with
any national Interest Improvement program
under section 310, and adhered to the terms
of any grant, loan, or cooperative agreement
funded under this title,

"(b) Pusuc PASTICIPATZON-—POr the pur-
pose of evaluating pursuant to subsection
(a) a coastal State's performance, the Under
Secretary shall conduct public meetings and
provide opportunity for oral and written
comments by the public. Each such evalua-
tion shall be prepared In report form, shall
contain written response to all written com-
ments received, and shall be available to the
public.

"(c) Paoiatzoriazr Pmioo.—The Under
Secretary may place a coastal State on pro-
bation for not inca-c than 2 years U the
Under Secretary, on the basis of an evalua-
tion which has been completed pursuant to
subsection (b), finds substantial evidence
that the State is falling to adequately Imple-
ment or enforce Important components of
Its approved program but that such evi-
dence or failure constitutes Insufficient
grounds for action pursuant to subsection
(d). If the Under Secretary makes the find-
ing authorbed In this subsection—

"(1) the Under Secretary shall notify the
coastal State of—

"(A) the effective date of the probation;
"(B) the portion or portions of the pro-

gram to which the probation Is effective;
and

"(Cl written recommendations for eon-cc-
tire actlorn and

'1(21 the Under Seeretary shall withdraw
up to 25 pement of the funds available to
the State purmant to this title for use In as-
aiming the State In Implementing the tee-
ommendatlom under paragraph (1 )(C), and
any funds withdrawn but not used to Imple-
ment recoanmendatlosis under paragraph
(11(C) shall be added to amounts appiopil-
Med under section 318(aXl).

'1(d) Psocasli Des no .—The Under
Secretary shall withdraw approval of the
management program of any coastal State.
arid shall withdraw any financial assistance
available ji $te under this title as
well as any unexpended portion of such as-
dstance, U the Under Secretary cletennines
that the State is failing to adhere to, and Is
ant Mtified In deviating from—

1(t) the management program approved
by the Under Secretary, or

"(2> the terms of any grant or cooperative
agreement funded under this title, and re-
fuses to remedy the deviation.
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Upon the withdrawal of management pro-
gram approval under this subsection, the
Under Secretary shall provide the coastal
State with written specifications of the ac-
tions that should be taken, or not engaged
In, by the State In order that such with-
drawal may be canceled by the Under Secre-
tary.

°(e) ADvANCE NOTIFICATION REQuIa.—
Prior to taking any action required under
sub8ecUon Cc) or Cd), the Under Secretary
shall notify the coastal State and provide an
opportunity for a public hearing on the pro-
posed action.
"SEC. 13. RECORDS AND AUDIT.

"(a) RECORDs—Each recipient of financial
assistance under this title shall keep any
records as the Under Secretary shall pre-
scribe, Including records which fully disclose
the amount and disposition of the funds re-
ceived and of the proceeds of the assistance,
the portion of the total cost of any project
or undertaking supplied by other sources,
and other records as will facilitate an effec-
tive audit.

"(b) AccEss To RECORDs—The Under Sec-
retary and the Comptroller General of the
United States, or any of their duly author-
ized representative, shall—

0(1) after any financial assistance is pro-
vided under this title; and

'(2) until the expiration of 3 years after—
(A) completion of the project, program,

or other undertaking for which financial as-
sistance was made or used, or

"(B) repayment of the loan or guaranteed
indebtedness for which financial assistance
was provided;
have access to 'audit and examine any
record, book, document, and paper which
belongs to or is used or controlled by, any
recipient of the financial assistance and
which is pertinent for purposes of determin-
ing if the financial assistance is being, or
was, used in accordance with this title.
"SEC. 314. WALTER B. JONES EXCELLENCE Thi

COASTAL MANAGEMENT AWARDS.
'(a) IN GL.—The Under Secretary

shall, using sums n the Coastal Zone Man-
agement Fund established under section
309, implement a program to promote excel-
lence in coastal zone management by identi-
fying and acknowledging outstanding ac-
complishments In the field.

"(b) AWARD CATEGORIES ri SEI.EcnoN.—
The Under Secretary shall select annually—

"(1) one individual, other than an employ-
ee or officer of the Federal Government,
whose contribution to the field of coastal
zone management h3s been the most signif i-
cant;

"(2) 5 local governments which have made
the most progress in developing and Imple-
menting the coastal zone management prin-
ciples embodied in this title; and

'(3) up to 10 graduate students who8e aca-
demic study promises to contribute materl-
fly to development of new or Improved ap-
proaches to coastal zone management.

"(c) LOCAL OOvZBNMEPqT NOMINATIONs—In
making selection8 under subsection (bX2)
the Under Secretary shall solicit nomina-
U0n8 from the coastal States, and shall con-
iult with experth In local government plan-
ning and land use.

"(d) Gu*i Snmrr NoMnATIoNs.—In
making selection8 under subsection (b)(3)
the Under Secretary shall solicit nomina-
U0n8 from coastal States and the National
Sea Grant College Program.

'(e) WALtER B. JoNES Aws.—Uslng
iums in the Coastal Zone Management
Fund established under section 309, the
Under Secretary shall establish and execute
appropriate awards, to be known as the
'Walter B. Jones Awards', Including—
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"(1) cash awards in an amount not to

exceed $5,000 each;
"(2) research grants; and
"(3) public ceremonies to acknowledge

such awards.
"SEC. 1& NATIONAL ESTUARINE RESEARCH RE.

SERVE SYSTEM.

°(a) ESTABLISHMENT or Sys.—There is
established the National Estuarine Re-
search Reserve System (hereinafter in this
section referred to as the 'System'), consist-
ing of—

"(1) each estuarine sanctuary designated
under this section as in effect before the
date of the enactment of the Coastal Zone
Management Reauthorization Act of 1985;
and

"(2) each estuarine area designated as a
national estuarine research reserve under
subsection (b).
Each estuarine sanctuary referred to in
paragraph (1) is hereby designated as a na-
tional estuarine research reserve.

'(b) DESIGNATION OF NATIONAL E5TUARINE
RESEARCH RESERVES—The Under Secretary
may designate an estuarine area as a nation-
al estuarine research reserve if—

'(1) the area constitutes, to the extent
feasible, a natural unit which can be set
aside to provide scientists and students the
opportunity to examine over a period of
time the ecological relationship within the
area;
(2) the Governor of the coastal State in

which the area is located nominates the
area for that designation and

"(3) the Under Secretary finds that—
"(A) the area is a representative estuarine

ecosystem that is suitable for long-term
monitoring and research and contributes to
the biogeographical and typological balance
of the System;

(B) the laws of the coastal State provide
long-term protection for reserve resources
to ensure a stable environn-ient for research;

"(C) designation of the area as a reserve
will serve to enhance public awareness and
understanding of estuarine areas, and pro-
vide suitable opportunities for public educa-
tion and interpretation; and

"(D) the coastal State in which the area is
located has complied with the requirements
of any regulations Issued by the Under Sec-
retary to implement this section.

"(c) E5TIJARINE RESEARCH GVIDELINES.—
The Under Secretary shall develop guide-
lines for the conduct of research within the
System that shall include the following:

"(1) IDEN'rIYYING FRI0RFrIES.—A mecha-
nism for identifying and establishing prior-
ities among the coastal management Issues
that should be addressed through coordinat-
ed research within the System.

"(2) RESEARCH 0BJEcrIvEs.—The establish-
ment of common research principles and ob-
jectives to guide the development of re-
search programs within the System.

"(3) Cooc METHODs—The identification
of uniform research methodologies which
will ensure comparability of data, the broad-
est application of research results, and the
maximum use of the System for research
purposes.

"(4) M0Nrr0RING.—The conduct of moni-
torthg activities within the System. Includ.
ing the monitoring of physical, chemical,
and biological parameters and criteria asso-
ciated with the estuarine ecosystem.

"(5) Swmcrws.—The establishment of
performance standards by which the effec-
tiveness of the research efforts and the
value of reserves within the System may be
measured in addressing and coastal manage-
ment issues identified in paragraph (1).

"(6) OtnsID 7UDING soRcEs.—The con-
alderation of sources of funds for estuarine
research in addition to amounts authorized
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under this title, and strategies for encourag
ing the use of these funds within the
System, with particular emphasis on mecha-
nisrns established under subsection (d).
In developing the guidelines under this sub
section, the Under Secretary shall consult
with prominent members of the estuarine
research community.

"(d) PROMOTION COORDINATION OF Es
TUARINE RESEARCH—The Under Secretary
shall take such action as is necessary to pro-
mote and coordiuate the use of the System
for research purposes, Including the follow
ing:

'(1) DATA MANAczMrrr.—Developing a
data base accessible to the public for infor-
mation derived from—monitoring and re-
search activities within the System.

(2) TECHNICAL TRANsFER—Providing for
the exchange of Information and data
among national estuarine research reserves
and between the reserves and estuarine and
coastal resource managers.

"(3) PRIORITY cONsIDERATION—Requiring
the Department of Commerce, in conduct-
ing or supporting estuarine research, to give
priority consideration to research that uses
the System.

"(4) PRoP.oiIrG RESEARCH—Consulting
with other Federal and State agencies to
promote use by such agencies of one or
more national estuarine research reserves
within the System when conducting estua-
rine research.

"(e) EDUCATION—The Under Secretary
shall—

"(1) develop guidelines providing for edu-
cation activities in national estuarine re
search reserves;

'(2) promote the use of national estuarine
research reserves by educational institutions
and by programs of the United States De-
partment of Education; and

"(3) establish and Implement a program to
exchange educational information through-
out the System.

'(f) FINANCIAL AssxsTACE.—
( 1) IN GENERAL—The Under Secretary

may, in accordance with such rules and reg-
ulations as the Under Secretary shall pro.
mulgate, make grants—

'(A) to a coastal State entity—
'(i) to acquire lands and waters, and any

property interests therein, necessary to
ensure the appropriate long-term manage-
ment of an area as a national estuarine re-
search reserve.

"(ii) to operate or manage a national estu-
anne research reserve and to construct ap-
propriate reserve facilities, or

'(iii) for educational or interpretive activi-
Ues: and

"(B) to any coastal State entity or public
or private institution or person to support
research and monitoring within a national
estuarine research reserve that are consist
ent with the research guidelines developed
under subsection (c).

'(2) TERMs AND CONDITIONs—Financial as-
sistance provided under paragraph (1) shall
be subject to any terms and conditions the
Under Secretary considers necessary or ap.
propriate to protect the interests of the
United States, including requiring coastal
States to execute suitable title documents
setting forth the property interests of the
United States in any lands and waters ac-
quired In whole or in part with financial as-
sistance under this section.

"(3) MATCHING FUND5.—(A) The amount of
financial e.ssistance provided under para.
graph (1)(A)(i) for any one national estua-
rine research reserve may not exceed an
amount equal to 50 percent of the costs of
the lands, waters, and interests therein, or
$6,000,000, whichever amount is less.
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(B) The amoont of th& financial assist-

ance provided under paragraphs (11(A) (Ii)
and (iii) and paragraph (1)(B) may not
exceed 30 percont of the costs Incurred to
achieve the porpoma described In those
4)&JSET*Phs with rtspect to a national estue-
rifle research reserve.

"(C) lbr purposes of this section, the teem
coastal State entity' means any legal entity
established by legislative or executive act or
order of a coastal State's government, In—
chiding State universities, colleges, commis-
sions, consortia, boards, or other Institu-
tions established for purposes, including re-
search, education, or resource management.

"(g) EvALUA1ON 05' Svaiaas PERFO-
ANCL-

(1) I OSNERAL.—The Under Secretary
shall periodically evs.luate the operation
and management of each national estuarine
research reserve, Including educational and
Interpretive activities, and the research
being conducted within the reserve.

'(2) SUSPeNSION or INDING—If evalua-
tion under paragraph (I) reveals That the
operations and management of national es-
tuarine research reserve Is deficient, or that
the research being conducted within the re-
serve is not consistent with the research
guidelines developed under subsection (C),
the Under Secretary may suspend the eligi-
bility of that reserve for financial assistance
under subsection (f) until the deficiency or
Inconsistency Is remedied.

't3) W!T1IO1IAWM Of SESIGNArtoL—The
Under Secretary may withdraw the designa-
tion of an estuarine area as a national estuft-
rine research reserve if evaluation under
paragraph (1) reveals that—

'(A) the basis for any of the findings
made under subsection (bXS) no longer
existsor

"(B) a mbstantial portion of the research
conducted within the reserve, over a period
of years, has cot been condatent with the
research guidelines developed under subsec-
Lion (C).

"th) Ronr.—The Under Secretary shall
include in the report required under section
31$ Information regarding—

"(1) new designations of rational estux-
vine research reserves

"(2) any exparon of existing naticoal as-
tunrine research reserveg

"(3) the status of the research program
being conducted within the System and

"(4) a summary of the evaluations made
under subsection (5).

"(I) COOFESAIIVE AnaEENTS ASD DOWA-
'rIONS.—

"(I) C00rERAnvE ,.esznsEirrS.—l'b.e Under
Secretary may enter Into cooperative agree-
ments with any nonprofit organization or
InSUtUthm of higher learning—

"(A) to aid and promote Interpretive, his-
torical, sctenWic, and educational activities
within any national estuarthe research re-
serve; and

"(B) for the solicitation of private dona-
tions for the support of ssch activities.

"(2) D0NArzoxs.—The Under Secretary
may donations of funds, property,
and services for use in designating and ad-
ministering national estuarine research re-
serves under this section. &ich donations
d&l be considered to he a gUt or bequest
to. or for the ae of, the United States.
"SEC. 316. A5TAL SONS MANAGSMSW1' T.

"(a) Is OawaaaL.—The Under Secretary
shall transmit to the Congress reports sum-
marizing the administration of this title
during each period of 2 consecutIve fiscal
years. Each report shall be transmitted to
the Congress not later than April 1 of the
year following the close of the biennial
period to which it pertains, and shall In-
clude the following:

"(1) ReCEntLY apmovm raoosAMS.—Mi
IóentlfIcatlon of the State prograna ap-
proved pursuant to this title during the pre-
ceding fiscal year and a description of those
programs.

"(2 Paaireivsnsc smras.—A list of the
coestal States participating under this title
and a description of the status of each
Slate's program and its accomplishments
during the preceding fIscal year.

"(1) NOItPARTICTPATEWG srsrss.—A list of
the coastal States not participating tmdec
this title, a description of efforts by the
Under Secretary to encourage their partici-
pation, and additional action or Incentives
needed to secure participation.

"(4) FunDrm mmns*ey.—An itemization of
the allocation of funds to the various coast-
al States and a breakdown of the malor
projects and areas In which these funds
were expended.

'(S) Psoasaw vItOSATrOISS MiD OISAPPeOV-
ss.s.—An Identification of any coastal State
program which has been reviewed and
placed on probation or disapproved, and a
statement of the reasons for that action.

"(6) EvALUATION svaiaeny.—A summary of
evaluation findings prepared In accordance
with section 312a).

'TI) INCONSISTENT ac'rxvrrizs AND

paojzcrs.—A list of all activities and
projects which are not consistent with an
applicable approved State management pro-
gra

"(8) Rxvtszn REGtvLATIONS.—A summary of
the regulations issued by the Under Secre-
tary during the bIennial period covered by
the report.

"(9) Puoen'Y pxosi.rs.—A summary of
outstanding problems arising In the admin-
istration of this title, In order of priority.

"(10) MI5CZLLANEOUS.—AflY other informa-
tion as may foster effective oversight by the
Congress.

"(11) STArS vtxws.—Suimnary views and
recommendations from each coastal State,
Including recommendations for addltioua.1
legislation, necessary to achieve the objec-
tives of this title and enhance Its effective
oj)eratlorL

"th) GuU'SUNES.—FOr the purposes of
paragraph (11), the Under Secretary shall
issue guidelines to the coastal States which
outline the format for submitting summary
views and recommendations.
"sac, an. gutas tEl) aULAI1ONS

"The Under Secretary shall develop and
prinnulgate, pursuant to sectIon 553 of title
5, United States Code, alter Issuance of
notice and opportunity for lull participation
by relevant Federal ageescies, State agencies,
local governments, regional organizations,
port authoritIes, and other Interested par-
ties, both public and private, any rules and
regulations as may be necessery to carry out
the provisiom of this title-
"SEC. 318. AUTHORIZATiON 07 £pI'R(WRL&IIONS.

"(a) Au OIUT.AT oss.—There are author-
lard to be appropriated to the Under Secre-
tary-

(1) for grants under sections 806 and
308A, not to exceed $4$,S'TO,OOO for fiscal
'ear 1991, $48,TT0,000 for fiscal year 1992,
$50,965,000 for fiscal year 1993, $53,255,000
for fiscal year 1994, and $55,655,000 foe-
fIscal year 1995, to remain available until
expended;

"(2) for geants under section 106B, not to
exceed $14.000,000 foe- fIscal year 1991,
$10,000,000 for fiscal year 1992, $80,000,000
for fiscal year 1993. $55,000,000 for fiscal
year 1994. and $40,000,000 foe- lIscal year
1995, to remain available until expended:
and

"(3) for grants under section 315, not to
exceed $1,000,000 for fiscaL year 1991,
$'T,355,000 for fiscal year 1992, $7,110,000 for
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fIscal year 1913, $8,065,000 for fIscal year
1964, and $8,420,000 for fiscal year 1995, to
remain available until expended.

9b) LnsIrtriow on MArCSIIWG Fuwris-—
Federal funde received from other sources
shall not be used to pay a coastal State's
share of costs under section 306.

"(c) 1JIIOSLIOATEn CIWtTL—The amount of
any grant, or portion of a grant, made to a
coastal State under any section of this Act
which is not obligated by the State during
the fiscal year, for which it was first author-
Ised to be obligated by the State, or during
the next fIscal year, shall revert to the
Under Secretary. The tinder Secretary shall
add the reverted amount to those funds
available for grants under the section for
which the reverted amount was originally
made available.

"(d) PASSTHR000N 05' Os.tNT FunDs—With
the approval of the Under Secretary, a
oasstal State may allocate to a local govern-
ment, an area-wide agency designated under
section 204 of the Demonstration Cities and
Metropolitan Development Act of 1968, a re-
gional agency, or an interstate agency, 5.

portion of any grant made under this tit.le-
An allocaUon of grant funds shall not re-
lieve a State of the responsibility for ensur-
ing that any funds so allocated are used In
conformance with applicable grant terms
and conditions and to further the State's
approved management program.
"SEC 319. INTERSTATE AGREEMENTS AND COM-

PACTS,
"The consent of the Congress is hereby

given to 2 or more coastal States to negoti-
ate, and to enter Into, agreements or corn-
pacts, which do not conflIct with any law or
treaty of the United States, f or—

'(1) developing and administering coordi-
nated coastal zone planning, polic1es and
programs pursuant to sections 305 and 306;

and
"(2) establIshing executive Instrumental-

lUes or agencies which such States deem de-
sirable for the effective Implementation of
such agreements or compacts. Such agree-
ments or compacts shall be binding and
obligatory upon any State or party thereto
without further approval by the Congress.".
SEC. 7954. DeADt.INRS FOl COMPUANCE.

(a) New RaQtYIRZXE1iTS—EaCh State
which sutanits a management program for
approval under section 306 of the Coastal
Zone Management Act of 1912. as amended
by this Act (Including a State which submit-
ted such a program before the date of the
enactment of this Act), shall demonstrate to
the Under Secretary of Con3meroe for
Oceans and Atmosphere compliance with
the requirements of section 306(dX14) and
(15) of that Act by not later than 2 years
after the date of the eeiactsnent of this Act..

(b) L&ED Use M.M1AGgrT PSOGRAM
GumELness aim I1SGUL&TIOXL—WitbIfl 180
days after the date of the enactment of this
Act, the Under Secretary of C.xnmerce for
Oceans and Atmosphere shall Issue guide-
lines for coastal States to follow In develop-
ing a program under section 306B of the
Coast-al Zone Management Act of 19'72. as
amended by this Act., WithIn 18 months
after that date of enactment, the Under
Secretary shall promulgate regulations gov-
rrnim* the receipt, review, and approval of
programs under that section.
C. 7153. PACIFiC ISLAND STATE DSM0iTEAT10t4

rwwxcr.
(a) AO OSTEAYIOW.—TheY'e Is authorized

to be appropriated not more than $100,000
for each of fiscal years 1991 through 1995
for use by one Pacific Ild coastal State to
develop a draft Joint Federal-State resource
management plan for ocean resources lying
3 to 12 mIles from the baseline from which
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ite territorial sea Is measured. Amounta ap-
propriated under this section may not be
u8ed to develop a plan affecting fishery re-
sources subject to management under the
Magnuson Fishery Conservation arid Man-
agement Act (16 U.S.C. 1801 et seq.).

(b) REPORt—At the end of fIscal year
1995, the Pacific island coastal State Which
develops a management plan pursuant to
subsection (a) shall transmit the plan to the
Congress.
SEC 121. REFERENCE.

A reference In any law, regulation, record,
map, or paper or other document to the
Coastal Zone Management Act of 1972 may
be construed to be a reference to such Act,
as amended by this Act.
SEC. 120?. FEDERAL AGENCY CONSISTENCY.

The consistency requirements of section
307 of the Co8stal Zone Management Act
(16 U.S C. 1456) shall apply to Federal
agency activities or federally permitted ac-
tivities under title I of the Marine, Protec-
tion. Research, and Sanctuarle8 Act of 1972.
If the Federal activity or permitted activity
affects land uses, water uses, or natural re-
sources of the coastal zone.

Subtitle C—Clean Beachei
SEC. 7301. SHORT TITLE.

This subtitle may be cited as the "Beaches
Environmental Assessment, Closure, and
Health Act of 1990".
SEC. 130?.. FINDLNGS AND PURPOSES.

(a) Ftndings.—The Congress finds that—
(1) the Nation's beaches are a valuable

public resource used for recreation by mil-
lions of people annually;

(2) the beaches of coastal States are hosts
to many out-of.State and International visi-
tors;

(3) tourIsm in the coastal zone generates
bililonS of dollars annually;

(4) as of the year 2000, as much as 80 per-
cent of the Nation's population may be
living within 50 miles of the coast;

(5) increased population has contributed
to the decline in the environmental quality
of coastal waters:

(6) pollution in coastal waters Is not re-
stricted by State and other political bound-
aries;

(7) each coastal State has its own method
of testing the quality of its coastal recrea-
tion waters, providing varying degrees of
protection to the public; and

(8) the adoption of standards by coastal
States for monitoring the quality of coastal
recreation waters, and the posting of signs
at beaches notifying the public during peri-
ods when the standards are exceeded, would
enhance public health and safety.

(b) Puaposz.—The purpose of this subtitle
Ia to require unuorm procedures for beach
testing and monitoring to protect public
aafety and Improve the environmental qual-
ity of coastal recreation waters.
SEC. 1303. WATER QUALITY CRITERIA FOR COAST-

AL RECREATION WATERS.
Section 304(a) of the Federal Water Pollu-

tion Control Act (33 U.S.C. 1314(a)) Is
anended by adding at the end the follow.In

"(9) CoASTAL RECREATION WATR$.—(A) The
Administrator, after consultation with ap-
propriate Federal and 8tate agencies and
other interested persons, shall review and
revise within 1 year after the effective date
of thl8 paragraph (and from tIme to time
thereafter) water quality criteria for coastal
recreation waters. The criteria shall be
based on a national goal of eliminating
human health risks posed from pathogens
in those waters, and until that goal Is met
8haU ensure the protection of public health.
The criteria shall include specific numeric
criteria calculated to reflect public health
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risks from short-term increases in patho-
gens in coastal recreation waters resulting
from rainfall, malfunctions of wastewater
treatment works, and other causes.

"(B) Not later than 9 months after the
date on Which the Adm1nstrator publishes
revised water quality criteria for coastal
recreation waters under 8ubparagraph (A),
the Adm1nstrator shall publish regulations
apecifying methods to be used by States to
test coastal recreation waters, during pen-
0th of use by the public, for compliance
with 8tandards adopted or effective under
section 303(i). The regulations shall in-
dude—

"(i) requirements for the frequency of
testing based on whether particular waters
subject to testing are used frequently, mod-
erately, or occasionally;

"(II) methods for detecting short-term in-
creases in pathogens in coastal recreation
waters resulting from rainfall, mallunctions
of wastewater treatment works, and other
causes; and

'(ijl) requ1remects for testing based on
proximity of particular waters to pollution
sources.

"(C) Not later than 9 months after the
date on which the Administrator publishes
revised Water quality criteria for coastal
recreation waters under subparagraph (A).
the Administrator shall publish regulations
that require States to post signs on beaches
adjoining coastal recreation waters during
periods when those waters do not comply
with applicable water quality standards,
which notify the public of that noncompli-
ance and potential risks. A State may dele-
gate responsibility for posting of coastal
recreation waters to local government au-
thorities.

"(D) The Administrator, after éonsiilta-
tion with appropriate Federal and State
agencies, shall develop and publish within 1
year after the effective date of this para-
graph guidance on uniform assessment and
monitoring procedures for floatable materi-
als in coastal recreation waters.

"(E) For purposes of this paragraph—
"(i) the term coastal recreation waters'

means waters in the coastal zone (as that
term is defined in section 304 of the Coastal
Zone Management Act of 1972) commonly
used by the public for swimming, bathing,
or other similar primary contact purposes;
and

"(ii) the term 'floatable materials' means
any matter that may float or remain sus-
pended in the water column, and includes
plastic, aluminum cans, wood, bottles, and
paper products.".
SEC. 1304. WATER QUAUTY SIANDARDS FOR

(X)ASTAL RECREATION WATERS.
Section 303 of the Federal Water Pollu-

tion Control Act (33 U.S.C. 1313) Ia amended
by adding at the end the following-.

'(i) WATKR Qu*i.rry Switws roa Co*sT-
Al. RFCRZATI0Ic WATERS.—

'(1) STATE WATER QUALITY smims.—Not
later than 2 years after the date on which
the Administrator publishes revised water
quality criteria for coastal recreation Waters
under section 304(a)(9)(A). each State shall
adopt and submit to the Administrator for
approval under this section water quality
standards based on those criteria for coastal
recreation waters of the State.

"(2) PAn.u1I! OP STATE TO ADOPT WATER
QUALITY 8TMIDARDS.—If a State fails to adopt
water quality standards in accordance with
paragraph (1). the criteria published by the
Administrator under section 304(a)(9) shall
take effect a water quality standards for
coastal recreation waters of the State until
Such time as the State adopts its own water
quality standards.

"(3) COASTAL RECREATIoN WATERS DE-
rI.—For purposes of this subsection, the
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term 'coastal recreation waters' has the
meaning that term has in section
304(a)(9).".
SEC. 7305. S1'UDY TO IDENTIFY INDICATORS OF

HUMAN-SPECIFIC PATHOIENS IN
COASTAL RECREATION WATERS.

(a) Snmy.—The Administrator of the En-
vironmental Protection Agency, in coopera-
tion with the Under Secretary of Commerce
for Oceans and Atmosphere, shall conduct
an ongoing study to provide additional in-
formation to the current base of knowledge,
for use for—

(1) developing better indicators for direct-
ly detecting in coastal recreation waters the
presence of bacteria and viruses which are
harmful to human health; and

(2) revising the criteria for coastal recrea-
tion waters under section 304(a)(9)(A) of
the Federal Water Pollution Control Act (as
amended by this Act).

(b) REPoRT—Not later than 3 years after
the date of the Issuance of revised criteria
under section 304(a)(9) of the Federal
Water Pollution Control Act (as amended
by this Act), and periodically thereafter, the
Administrator of the Environmental Protec-
tion Agency shall submit to the Congress a
report describing the findings of the study
under this section, including—

(1) recommendations for any necessary re-
visions to water quality criteria for coastal
recreation waters;

(2) a description of the amounts and types
of floatable materiais in coastal waters and
on coasti beaches, and of recent trends in
the amounts and types of such floatable ma-
terials; and

(3) an evaluation of State efforts to Lmple-
ment this title.
SEC 130t PARTICIPATION OF SlATE COASTAL

ZONE MANAGEMENT PROGRAMS.

(a) TEcHNIcAl. M5I5flNCE—Each coastal
zone management agency of a State with an
approved coastal zone management program
under section 306 of the Coastal Zone Man-
agement Act of 1972 shall provide technical
assistance to local governments within the
State for ensuring that coastal recreation
waters and beaches are as free as possible
from floatable materials.

(b) CLEAN.UP 0? Co,.srn REcTzoN
WAmR5 AND Bi*cs.—Section 306A of the
Coastal Zone Management Act of 1972 (16
U.S.C. 1455a) is amended—

(1) by adding at the end of subsection (b)
the followlng

(4) Rucrioi OP PLOATABLE MATERIALS.—
Reduction of floatable materials in the
State's coastal recreation waters, by—

(A) managing adjacent land uses so that
floatable materials are not introduced into
those waters;

'(B) encouraging public partidpation in
reducing the amount of floatable materials
that enter coastal recreation waters; and

'(C) sponsoring clean-up events at public
beaches.'

(2) in subsection (c)(2)—
(A) by striking "and' after the semicolon

at the end of subparagraph (D);
(B) by striking the period at the end of

subparagraph (E) and Lnserting ". and'; and
(C) by adding at the end the following
"(F) the acquisition of beach and coastal

recreation water clean-up equipment."; and
(3) by adding at the end the following:
"(e) DmNmONs.—In this section—
"(1) the term 'coastal recreation waters'

has the meanng that term has in section
304(a)(9) of the Federal Water Pollution
Control Act; and

"(2) the term 'floatable materials' means
any matter that may float or remain sus
pended in the water column, and includes
plastic, aluminum cans, wood, bottles. a;J
paper productr'.
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SEC. 7307. GRANTS TO STATES.

(a) Oa'rs.—The Administrator of the
Environmental Protection Agency is author-
ized to make grants to States for use tn liii-
filling requirements established pursuant to
sections 7303 and 7304.

(b) COST SIWUNG.—The total amount of
grants to a State under this section for a
fiscal year shall not exceed 50 percent of
the cost to the State of implementing re-
quirements established pursuant to sections
7303 and 7304.
SEC. 73S8. DEFINITIONS.

In this subtitle—
(1) the term "coastal recreation waters"

means waters tn the coastal zone (as that
term is defined tn section 304 of the Coastal
Zone Management Act of 1972) commonly
used by the public for swimming, bathing,
or other similar primary contact purposes;
and

(2) the term "floatable materials' means
any matter that may float or remain sus-
pended tn the water column, and includes
plastic, aluminum cans, wood, bottles, and
paper products.
SEC. 730e. AUTHORIZATION OF APPROPRIATIONS.

There is authorized to be appropriated to
the Administrator of the Environmental
Protection Agency—

(1) for use tn making grants to States
under section 7307 not more than $3,000,000
for each of the fiscal years 1991 and 1992;
and

(2) for carrytng out the other provisions of
this subtitle not more than $1,000,000 for
each of the fiscal years 1991 and 1992.

TITLE VII I—COMMITFEE ON POST OFFICE
AND CIVIL SERVICE

Subtitle A—Civil Service
SEC 8001. ELIMINATION OF LUMP.SUM RETIRE.

MENT BENEFIT.
(a) LUMP-SUM Btvrr.—(1) Sections 8343a

and 8420a of title 5, United States Code, are
each amended by adding at the end the f 01-
lowtng:

"(fXl) Notwithstandtng any other provi-
sion of this section, and except as provided
tn paragraph (2), an alternative form of an-
nuity under this section may not be elected
If the commencement date of the annuity
would be later than November 1, 1990.

"(2) Nothing tn this subsection shall pre-
vent an electton from being made by an em-
ployee or Member who, at the time of retir-
tng under this subchapter, is at least 65
years of age and has completed at least 30
years of service.

"(3) This subsection shall cease to be ef-
fective as of October 1, 1995.".

(2) Section 4005 of the Omnibus Budget
Reconciliation Act of 1989 (Public Law 101-
239; 103 Stat. 2135) is amended—

(A) tn subsection (a), by striktng "October
1, 1990." and 'November 2, 1990.";
and

(B) by adding at the etd the followthg
'(f) Comwu APPUcABUm.—The pre.

ceding provisions of this section (disregard-
ing the provision tn subsection (a) limiting
this 8ection's appUcability to annuities com-
mencing before the date specified tn such
provision) shall also apply tn the case of any
employee or Member whose election of an
ftlternative form of annuity would not have
been allowable under aection 8343a(f) or
8t20a(f) of title 5, United States Code (as
the case may be). but for paragraph (2)
thereof.".

(C)(i) Section 8001(b)(2) of the Omnibus
Budget R.econcUiatlon Act of 1987 (5 U.S.C.
8343a note) and section 4005(b)(2) of the
Omnibus Budget Reconciliation Act of 1989
(103 Stat. 2135) are each amended by strik-
ing "described tn paragraph (1)." and insert
ing "on which the payment descrthed tn
paragraph (1) is paid.".
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(II) The amendments made by clause (i)

shall not apply tn any case tn which the
first half of the lump-8um payment tnvolved
was paid before the begthnlng of the 11-
month period which ends on the date of the
enactment of this Act.

(D) Section 2 of PubUc Law 101-221 (103
Stat. 1943) is repealed.

(3) Section 8348(aXIXB) of title 5, United
States Code, is amended by inserting "In ad-
ministering alternative forms of annuities
under sections 8343* and 8420a (and related
provisions of law)," before "and In withhold-
Ing".

(b) PiioR RFuNns.—(1) Section 8334(d) of
title 5, United States Code, is amended—

(A) by striking "(d)" and Inserting
"(dxl)"; and

(B) by adding at the end the following:
"(2)(A) This paragraph appUes with re-

spect to any employee or Member who—
"(i) separates before October 1, 1990, and

receives (or elects, In accordance with appli-
cable provisions of this subchapter, to re-
ceive) a refund (described In paragraph (1))
which relates to a period of service ending
before October 1, 1990;

"(II) retires on or after November 1, 1990,
entitled to an annuity under this subchap-
ter (other than a disabUity annuity) based
on service of such employee or Member, and

"(iii) does not make the deposit (described
In paragraph (1)) required In order to re
ceive credit for the period of service with re-
spect to which the refund relates.

"(B) Notwithstanding the second sentence
of paragraph (1), the annuity to which an
employee or Member under this paragraph
is entitled shall (subject to adjustment
under section 8340) be equal to an amount
which, when taken together with the
unpaid amount referred to In subparagraph
(AXiII), would result In the present value of
the total being actuarially eQuivalent to the
present value of the annuity which would
otherwise be provided the employee or
Member under this subchapter, as comput-
ed under subsections (a)-(i) and <n) of sec-
tion 8339 (treatIng, for purposes of so com-
puting the annuity which would otherwise
be provided under this subchapter, the de-
posit referred to In subparagraph (AXiII) as
If it had been timely made).

"(C) The Office of Personnel Management
shall prescribe such regulations as may be
necessary to carry out this paragraph.".

(2XA) Section 8334 of title 5, United
States Code, is amended In paragraphs (1)
and (2) of subsection (e), and In subsection
(h). by striking "(d)," and InsertIng

(B) Section 8334(f) and section 8339(iXl)
of title 5, United States Code, are amended
by striking "(d)" and Inserting "(dXl)".

(C) Section 8339(e) of title 5, United
States Code, is amended by atriking
"8334(d)" and Inserting "8334(d)(1)".

(D) The second sentence of. section
8342(a) of title 5, United States Code, is
amended by inserting "or 8334(d)(2)" after
"8343a".

(3) The amendments made by this subsec-
tion shall be effective with respect to any
annuity havthg a commencement date later
than November 1, 1990.
SEC.. 8002. REFORMS IN ThE HEALTH BENEFJTS

PaOGRAM.
(a) RosprrLxzIoN-COST-CoNTAINMENT

MEA$uREs.—.8ection 8902 of title 5, United
States Code, is amended by adding at the
end the followthg

"(n) A contract for a plan described by
section 8903(1), (2), or (3), or section 8903a.
shall require the carrier—

"(1) to implement hospitalization-coat-
containment measures, Including meas-
ures-
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"(A) for verifyIng the medical necessity oI

any proposed treatment or surgery;
"(B) for determining the feasibility or ap-

propriateness of providing services on an
outpatient rather than on an Inpatient
basis;

"(C) for determining the appropriate
length of 8tay (through concurrent review
or otherwise) In cases InvolvIng inpatient
care; and

"(D) Involving case management, if the
circumstances so warrant; and

"(2) to establish Incentives to encourage
compliance with measures under paragraph
(1).".

(b) IMpiovx CASH MAIqAGEMZ1qT.—Section
8909(a) of title 5, United States Code, is
amended by adding at the end (as a flush
left sentence) the following:
'Payments from the Fund to a plan partici-
pating In a letter-of-credit arrangement
under this chapter shall, In connection with
any payment or reimbursement to be made
by such plan for a health service or supply,
be made only on a checks-presented basis
(as defIned under regulations of the Depart-
ment of the Treasury).".

(c) ExZMPTI0N FROM STATE PREMIUM
.TAxFs.—8ection 8909 of title 5, United
States Code, is amended by adding at the
end the following:

"(fXl) No tax, fee, or other monetary pay
ment may be impo8ed, directly or Indirectly,
on a carrier or an underwriting or plan ad-
ministration subcontractor of an approved
health benefits plan by any State, the Dis-
trict of Columbia. or the Commonwealth of
Puerto Rico, or by any political subdivision
or other governmental authority thereof,
with respect to any payment made from the
Fund.

"(2) Paragraph (1) 8hall not be construed
to exempt any carrier or underwritIng or
alan adminIstration subcontractor of an ap-
proved health benefits plan from the Impo-
sition, payment, or collection of a tax, fee,
or other monetary payment on the net
Income or profit accruing to or realized by
such carrier or underwritIng or plan admIn-
istration subcontractor from busIness con-
ducted under this chapter. If that tax, fee,
or payment is appUcable to a broad range of
busIness activity.".

(d) IMPROVED COORDINArION WitH Mint-
cAP.Z.—Section 8910 of title 5, United States
Code, is amended by adding at the end the
following

"(d) The Office, In consultation with the
Department of Health and Human Services,
8hall develop and implement a system
through which the carrier for an approved
health benefits plan described by section
8903 or 8903a will be able to identify those
annultants or other Individuals covered by
such plan who are entitled to benefits under
part A or B of title XVIII of the Social Se-
curity Act n order to ensure that payments
under coordination of benefits with Medi-
care do not exceed the statutory maxfmumz
which physicians may charge Medicare en-
rollees.'.

(e) Emc'riv DATE.—The amendments
made by this section shall be effective as of
January 1, 1991, and shall apply with re-
spect to contract years beginning on or after
that date.

Subtftle B—Pota1 Service

SEC. 8101. FUNDING OF COLAS FOR POSTAL SERV-
ICE ANNUITANTS AND SURVIVOR AN-
NUITANTS.

(a) ExiND Scoz or CovvcE CHANGE
iii Paoarxoi Ruiz.—Section 8348(m) of
title 5, United States Code, is amended—

(1) In paragraph (1), by striking "October
1, 1988," each place it appears and inserting
"July 1, 1971,"; and
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(2) in paragraph (3), by striking 'eJvilian

service performed after June 30, 1971," and
Inserting 'service performed as an employee
of the United States Postal Service,",

(b) Rser.*i. OF PROVISIOII RLLATIJIG TO Cm-
TAIN Esai.im COLAs—Section 4002(b) of
the Omnibus Budget Reconcljiatjon Act of
1989 (Public Law 101-239; 103 Stat. 2134) is
repealed.

(C) PRoVISIoN RELATING TO Pas-1991
COLA5.—( 1) For the purpose of this subsec-
tion—

(A) the term "pre-1991 COLA" means a
eost-of-Uving adjustment which took effect
in any of the fiscal years specified in sub-
paragraphs (A)-(N) of paragraph (3);

(B) the term "post-1990 fIscal year" means
a fIscal year after fIscal year 1990; and

(C) the term "pre-1991 fiscal year" means
a fIscal year before fIscal year 1991.

(2) ?otwithstandlng any other provision
of law, an installment (equal to an amount
determined by reference to paragraph (3))
shall be payable by the United States Postal
Service in a post-1990 fIscal year, with re-
spect to a pre-1991 COLA, If such fiscal year
occurs within the 15-fiscal-year period
which begins with the first fiscal year in
which that COLA took effect, subject to sec-
tIon 8104.

(3 ?otwithst.anding any provision of sec-
tion 8348(m) of title 5, UnIted States Code,
or any determination thereunder (including
any made under such provision, as in effect
before October 1, 1990), the estimated in-
crease in the unfunded liability referred to
in paragraph (1) of such sectIon 8348(m)
shall be payable, in accordance with this
subsection, based on annual installments
ectualto-

(A) $6,500,000 each, with respect to the
cost-of-living adjustment which took effect
in fiscal year 1917;

(B) $7,000,000 each, with respect to the
cost-of-living adjustment which took effect
in fiscal year 1978;

(C) $10,400,000 each, with respect to the
cost-of-living adjustment which took effect
In fisc&l year 1979;

(D) $20,500,000 each, with respect to the
cost-of-living adjustment which took effect
in fiscal year 1980;

(E) $26,100,000 each, with respect to the
cost-of-living adjustment which took effect
in fIscal year 1981;

(F) $28,100,000 each, with respect to the
coat-of-living adjustment which took effect
in fiscal year 1982;

(G) $30,600,000 each, with respect to the
cost-of-living adjustment which took effect
in fIscal year 1983;

(B) $5,700,000 each, with respect to the
Cost-of-livtng adjustment which took effect
in fiscal year 1984;

(I) $19,400,000 each, with respect to the
cost-of-living adjustment which took effect
in fiscal year 1985;

(.7) $7,400,000 each, with respect to the
cost-of-living adjustment which took effect
In fiscal year 1986;

(K) $8,400,000 each, with respect to the
cost-of-living adjustment which took effect
in fiscal year 1987;

(L) $38,000,000 each, with respect to the
cost-of-living adjustment which took effect
in fIscal year 1988;

(M) $36,600,000 each, with respect to the
cost-of-living adjustment which took effect
in fiscal year 1989; and

(N) $41,900,000 each, with respect to the
cost-of-living adjustment which took effect
in fIscal year 1990.

(4) Any Installment Payable under this
subsection shall be paid by the Postal Serv-
ice at the asme time as when it pays any in-
stallment,s due in that same fIscal year
under sectIon 8348(m) of tItle 5, UnIted
States Code.

(5) An installment payable imder this sub-
section in a fiscal year, with respect to a
pre-1991 COLA, shall be in lieu of any other
Installment for which the Postal Service
might otherwise be liable in such fIscal year,
with respect to such COLA, under section
8348(m) of title 5, UnIted States Code.

(d) EFp'ECTIVE DATE.—ThIS section and the
amendments made by this section shall take
effect on October 1, 1990.
SEC. al6S. FUNDING OF HEALTh BEr4EPITS FOR

POSTAL SERViCE RETIREES AN!) SUP.-
VTVORS OF POSTAL SERVICE EM-
PLOYEES OR RETIREES.

(a) EXPANDED SCOPE OF Covuaca.—Sectlon
8908(gX2) of title 5, Unit.ed States Code, Is
amended by striking "October 1, 1986," each
place it appears and inserting 'July 1,
1971,".

(b) CONTEXEtITIONS 'To Bi Psoiisrm.—Sec-
tion 8906(gX2) of title 5, United States
Code, as amended by subsection (a), is fur-
ther amended—

(1) by strikIng "(2)" and inserting
and

(2) by adding at the end the foljowtng
"(B) In determining any amount for

which the Postal Service is liable under this
paragraph, the amount of the liability shall
be prorated to reflect only that portion of
total service which is attributable to service
performed (by the former postal employee
or by the deceased individual referred to in
subparagraph (A, as the case may be) as an
employee of the United States Postal Serv-
ice, as estimated by the Office of Personnel
Management.".

(c) EmcTIva DArE.—The amendments
made by this section shall take effect on Oc-
tober 1, 1990, and shall apply with respect
to amounts payable for periods beginning
on or after that date.
SEC. 5103. PAYMENtS RELATING TO AMOUNTS

WHICH WOULD RAVE BEEN DUE
REFORE FISCAL YEAR t987.

(a) DsnNrrIolq.—Por the purpose of this
section, the term "pre-1981 fiscal year"
means a fIscal year before fiscal year 1987.

(b) Foit Pasr RETIREMENT COLAs.—As
payment for any amounts which would have
been due in any pre-1987 fIscal year under
the provisions of section 8348(m) of title 5,
United States Code (as amended by Section
8101) if such provisions had been in effect
as of July 1, 1911, the United States Postal
Service shall pay into the Civil Sen-Ice Re-
th'ement and Disability Fund—

(1) $253,300,000, not later than September
30. 1991;

(2) $566200000 not later than September
30, 1992;

(3) $548,600,000, not later than September
30, 1993;

(4) $530,200,000, not later than September
30, 1994; and

(5) *510900,000, not later than September
30, 1995.

(c) Fos PAST HEALTH HENEJITS.—AS pay-
ment for any amounts which would, for any
period ending before the start of fIscal year
1987, have been payable under the provi-
Moos of section 8906(gX2) of title 5, United
States Code (as amended by sectIon 8102) 11
such provisions had been in effect as of July
1, 1971, the United States Postal Service
shall pay into the Employees Health Bene-
fits Fund—

(1) $88,900,000, not later than September
30, 1991;

(2) $198,700,000, not later than September
30, 1992;

(3) $192,600,000, not later than September
30, 1993;

(4) $186,100,000, not later than September
80, 1994; and

(5) $179,300,000, not later than 8eptember
30, 1995.

October 16, 1996
SEC. Slot TERMINATION OF (%)P4TRIBUTION RE

QURMENTS.
(a) RrruuMzar COLAz.—Sectlon 834&m:

of title 5, United States Code, and sectior
8101(c) shall cease to be effective at the
close of the fIscal year ending on Septembei
30, 1995, and the United States Postal Serv•
Ice shall not be liable for any amount which
would first have come due under such sec
tlon 8348(m) or section 8101(c) after thai
date.

(b) HEALTH BENEFITS.— The provisions oi
section 8906(g)2) of title 5, UnIted Statet
Code, shall not be effective with respect tc
any amount which (but for this subsection)
would otherwise have been payable undet
such provisions for any period beginning
after September 30, 1995.
SEC. $105. TREATMENT OF ('ONTRIRIYTION RE

QUIREMENTS FOR POSTAL RATEMAK.
INC PVRPOSE&

(a) DEFINrn0RS.—For the purpose of this
section—

(1) the term "total estimated costs" ha
the meaning given such term by section
3621 of title 39, United States Code;

(2) the term "pre-1992 fiscal year" means
a fiscal year before fiscal year 1992- and

(3) the term 'amount required to be paid
by the United States Postal Service pursu.
ant to the Omnibus Budget Reconciliation
Act of 1990" means an amount payable
under section 8348(m) or section 8906tg)(2)
of title 5, United States Code (as amended
by this title), section 8101(c), or section
8103.

(b) Rui.xs.—(1) In making a recommended
decision under sectIon 3624 of title 39,
United States Code, with respect to a re-
quest which was made under section 3622 of
such title and which Is pending as of the
date of enactment of this Act, the Postal
Rate CommissIon shall be governed by the
following:

(A) Any amount required to be paid by
the United States Postal Service pursuant
to the Omnibus Budget Reconciliation Act
of 1990 in fiscal year 1992—

(i) shall be treated as a separate and dis-
tinct addition 1.0 the total estimated costs
for such fiscal year and

(ii) shall not result in the diminution of
any other amount which is part of the total
estimated costs for such fiscal year.

(B) Any amount required to be paid b
the United States Postal Service pursuant
to the Omnibus Budget Reconciliation Act
of 1990 in a pre-1992 fIscal year shall be
taken into account to the same extent and
hi the same manner as any other cost (com-
prising part of the total estimated costs) in-
curred by the Postal Service in that same
fiscal year.

(C) The deadline by which the Posai
Rate Commission must transmit its recoin-
mended decision to the Governors shall be
the same as would otherwise apply If this
section had not been enacted.

(2) Any recommended decision under see-
tIon 3624 of title 39, UnIted Stat-es Code,
subsequent to the one as to which para-
graph (1) applies, and which relates to a re-
quest under sectIon 3822(a) of such title,
shall be made in a manner consistent with
the requirements of paragraph (1).

Subtitle A—Coordination

SEC. $201. COORDINATION.

For purposes of section 202 of the Bal-
anced Budget and Emergency Deficit Reaf-
firmation Act of 1987, this title and the
amendments made by this title shall be con-
sidered an exception under subsection (b) of
such section.

CONGRESSIONAL RECORD — HOUSE



October 16, 1990
TITLE IX—PUBLIC WORKS AND

TRANSPORTATION

Subtitle A—Surface TranBportailon

SEC. SOOt SHORT TITLE.
This subtitle may be cited as the "Surface

Transportation Reconciliation Act of 1990".
gsc. -loot SUPPLEMENTAL ALLOCATION FOR

FISCAL YEAR 1991.

(a) AUTHoRIzATIoN OF APPROPRIATIONS.—
For the purpose of carrying out the provi-
sions of title 23, UnIted States Code, there is
authorized to be appropriated out of the
Highway Trust Fund (other than the Mass
Transit Account) for fiscal year 1991 an
amount equal to the estimated tax pay-
ments which will be deposited into the
Highway Trust Fund (other than the Mass
Transit Account) In such fIscal year as a
result of any Increases In the motor fuel
taxes through implementation of the
amendments made by this Act to the Inter-
nal Revenue Code of 1986.

(b) APPLICABILITY OF CERTAIN SET-ASIDES
AND DEDUcTI0Ns.—Funds authorized to be
appropriated to carry out this section shall
be subject to the set-asides and deductions
referred to In sectIons 104(a), 104(f), and
307(d) of title 23, UnIted States Code.

(c) ALLOCATI0N.—On the date of the enact-
ment of this Act or as soon as possible
thereafter, the Secretary of Transportation
shall allocate the funds authorized to be ap-
propriated by this section which are remain-
ing after the set-asides and deductions are
made pursuant to subsection (b) so that
each State is allocated an amount equal to
such remaining funds multiplied by the
ratio of—

(1) the estimated tax payments attributa-
ble to highway users In the State which will
be deposited Into the Bighway Trust Fund
(other than the Mass Transit Account) In
fiscal year 1991 as a result of any Increases
In the motor fuel taxes through implemen-
tation of the amendments made by this Act
to the Internal Revenue Code of 1986. to

(2) the estimated tax payments attributa-
ble to highway users In all States which will
be deposited Into such Fund as a result of
such Increases.

(d) APPLICABILITY o Tiri.s 23; Paorzcr
ELIGIBIUTY.—Funds allocated under this
section shall be available for obligation In
the same manner as if such funds were ap-
portioned under chapter 1 of title 23, UnIted
States Code, except that such funds shall be
available for obligation for fiscal year 1991
and the 3 succeeding fIscal years. Such
funds may be obligated only for Interstate
highway substitute, primary, secondary,
Interstate, urban, bridge replacement and
rehabilitation, hazard elimination, and rail-
highway crossing projects. Such projects
shall be subject to all requirements which
would apply to such projects if they were
being carried out under such title.

(e) TREATMENT ,'oa PuaPoszs o DIsrarBu-
TION OF OBLIGATION AUTHoRITY—SUmS allo-
cated pursuant to this section shall not be
considered to be sums allocated for purposes
of sectIon 105(c) of the Federal-Aid High-
way Act of 1987 and any other provision of
law distributing obligation authority for
Federal-aid highways and highway safety
construction.

(f) STATE Danizz.—For purposes of this
section, the term "State" has the meaning
such term has under sectIon 101 of title 23,
UnIted States Code.

(g) Cos,'ojuenic Aiexwimwrr.—Sectlon
157(aX3) of Utle 23, UnIted States Code, is
amended by Inserting after "(except" the
following- "supplemental allocations under
section 9002 of the Surface Transportation
Reconciliation Act of 1990 and".
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SEC. 9003. SUPPLEMENTAL IUGHWAY PROGRAM

FOR FISCAL YEARS 1992-1908.
(a) AUTHORIZATION OF APPROPRIATIONS.—

For the purpose of carrying out the provi-
sions of Utle 23, UnIted States Code, there is
authorized to be appropriated Out of the
Highway Trust Fund (other than the Mass
Transit Account) per fiscal year for each of
fIscal years 1992, 1993, 1994, and 1995 an
amount equal to the estimated tax pay-
ments which will be deposited Into the
Highway Trust Fund (other than the Mass
Transit Account) In such fIscal year as a
result of any Increases In the motor fuel
taxes through implementation of the
amendments made by this Act to the Inter-
nal Revenue Code of 1986.

(b) REQUTRZMENT OF RZAUTHORIZATION OF
HIGHwAY CONsTRUcTION PROGRAMS.—Funds
authorized to be appropriated by this sec-
tion may only be obligated and apportioned
or allocated In accordance with an Act
which is approved after the date of the en-
actment of this Act and authorizes Federal-
aid highway and highway safety construc-
tion programs after September 30, 1991.
SEC. 9004. SUPPLEMENTAL MASS TRANSIT PRO-

GRAM FOB FISCAL YEAR 1991.

(a) AU'rHoIuzAI'ioN OF APPROPRIATIONS.—
SectIon 21(a) of the Urban Mass Transpor-
tation Act of 1964 (49 U.S.C. App. 1617(a)) is
amended by Inserting after paragraph (2)
the following new paragraph: -

"(3) In addition to the amounts set forth
In paragraph (1), there shall be available for
fIscal year 1991 from the Mass Transit Ac-
count of the Highway Trust Fund only to
carry out construcUon projects under sec-
tIons 9 and 18 an amount equal to the esti-
mated tax payments which will be deposited
Into such Account In fiscal year 1991 as a
result of any Increases In the motor fuels
tax through implementation of the amend-
ments made to the Internal Revenue Code
of 1986 by the Omnibus Budget Reconcilia-
tion Act of 1990, to remain available until
expendet".

(b) CONTRACT AUTHORzrY.—Sectlon
21(cX2) of such Act is amended by inserting
", (aX3)." after "(a)(2)".

(c) RURAL R0GRAM.—Sectlon 21(e) of such
Act is amended by inserting after "(a)(1)"
the following-. ", (aX 3),".
SEC. 9005. SUPPLEMENTAL MASS TRANSIT PRO-

- GRAM FOR FISCAL YEARS 1992-1995.
(a) AUTHORIZATION OF APPROPRIATIONs.—

For purposes of carrying out the provisions
of the Urban Mass Transportation Act of
1964, there Is authorized to be appropriated
out of the Mass Transit Account of the
Highway Trust Fund per fIscal year for
each of fIscal years 1992. 1993, 1994, and
1995 an amount equal to the estimated tax
payments which will be deposited Into such
Account In such fiscal year as a result of
any increases In the motor fuel taxes
through implementation of the amend.
ments made by this Act to the Internal Rev-
enue Code of 1986.

(b) REAUTHOIUZATION REQUIRZ2IENT.—
Funds authorized to be appropriated by this
section may only be obligated and allocated
In accordance with an Act which is approved
after the date of the enactment of this Act
and authorizes the Urban Mass Transporta-
Uon Act of 1964 after September 30, 1991.

(c) CONTRACT Aumosrry.—Notwlthstand-
ing any other provision of law, approval by
the Secretary of Transportation of a grant
with funds authorized to be appropriated by
this section shall be deemed a contractual
obligation of the UnIted States for payment
of the Federal share of the cost of the
project.
SEC. 9000. DISADvANTAGED BUSINESS ENTER-

PRISES.
SecUon 106(cX 1) of the Surface 'I'ranspor-

tatlon and Uniform Relocation Assistance
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Act of 1987 Is amended by Inserting before
"or obligated under" the following- "or the
Surface Transportation Reconciliation Act
of 1990".
SEC. 9097. NONAPPUCABILITY OF OBUGATION

LIMITATIONS.
Obligation limitations br Federal-aid

highways and highway safety construction
and urban mass transportation programs es-
tablished by this Act or any Act approved
before, on, or after the date of the enact-
ment of this Act shall not apply to obliga-
tions made under this subtitle (Including
the amendments made by this subtitle),
except where the provision of law establish-
ing such limitation specifically amends or
limits the applicability of this section.
SEC. 9008. HOLD HARMLESS BUDGETARY TREAT-

MENT.

For fIscal years 1991, 1992, 1993, 1994, and
1995, the baselines and domestic appropria-
tions cap shall be held harmless for the
budget authority and outlays associated
with spending attributable to the Increase
In deposits Into the Blghway Trust Fund
(Including the Mass Transit Account) as a
result of any Increases In the motor fuels
tax through implementation of the amend-
ments made to the Internal Revenue Code
of 1986 by this Act

Subtitle B—Aviation Safety sad Capacity
Eip,n.ion

SEC 9101. SHORT TITLE; TABLE OF CONTENTS-
(a) SHORT Trrtz.—This subtitle may be

cited as the "Aviation Safety and Capacity
Expansion Act of 1990".

(b) TARts OF Coiqrnrrs.—

Sec. 9101. Short title: table of contents.
Sec. 9102. ConstructIon of fireflghting train-

ing facilities.
Sec. 9103. DeclaratIon of policy.
Sec. 9104. Airport improvement program.
Sec. 9105. AIrway improvement program.
Sec. 9106. FAA operations.
Sec. 9107. Operation and maintenance of

aviation system.
Sec. 9108. Weather service.
Sec. 9109. Military airport program.
Sec. 9110. Passenger facility charges.
Sec. 9111. ReductIon In airport improve

ment program apportionments
for large and medium hub air-
ports imposing passenger facili-
ty charges.

Sec. 9112. Use of PFC reduced apportion-
ment funds.

Sec. 9113. Small community air service pro-gra
Sec. 9114. State block grant pilot program
Sec. 9115. AuxIliary flight service station

program.
Sec. 9116. AIrport and airway improvements

for the Virgin Islands.
Sec. 9117. Engine condlUon monitoring sys

teins.
Sec. 9118. Procurement authority.
Sec. 9119. Expanded east coast plan.
Sec. 9120. Transfer of- format of geodetic

navigation Information,
Sec. 9121. AuthorIzations of appropriatloru

for fIscal years 1993, 1994, and
1995.

Sec. 9122. Sense of Congress concerning ap-
propriation levels.

Sec. 9123. Bold harmless budgetary treat-
ment.

Sec. 9124. SeverabilIty.
Sec. 9125. Buy America.
Sec. 9126. ProhibItion against fraudulent

use of "made In America'
labels.

Sec. 9121. Restrictions on contract awards.
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ThAINING rAauTlm.
eeetlon i03(aX2) of the Airport and

Airway Improvement Act of 1982 (4$ U.S.C.
App. 2202(aX2)) Is amended—

(1) by striking "and" *1 the end of sub-
paragraph (B);

(2) by striking the period .1 the end of
subparagraph (C) and inserting "; and"; and

(3) by inserting after subparagraph (C)
the foflowing new subparagraph:

"U)) any acquisition of land for, or work
involved to construct, a burn area training
structure on or off the airport for the pur-
pose of providing live fire diii) training for
aircraft rescue and llreflgbUng personnel
required to receive such training by a regu-
lation of the Department of Transportation,
kieluding basic equipment and minimum
structures to support such training In ac-
cordance with standards of the Federal
Aviation Administration.".
Mc. 515$. flEARATION OF POLICY.

SectIon 503(a) of the Airport and Airway
Improvement Act of 1982 (49 U.S.C. App.
2201(5)) Is amended—

(1) in paragraph (5) by Inserting ", Includ-
ing as they may be applied between catego-
ry and clam of aircraft" after 'dlscrlniinato-
ry practices"; and

(2) in paragraph (13) by Inserting "and
should not unjustly discriminate between
categories and dames of aircraft" after "at-
tempted".
sgc. 5154 AIRPORT IMPROVEMENT PROGRAM.

SectIon 505 of the Airport and Airway Im-
provement Act of 1982 (49 U.S.C. App. 2204)
Is amended—

(1) in subsection (a) by striking
13,818,700,000" and inserting

'$13,916,700,000"; and
(2) In subsection (b) by striking "Septem-

ber 30, 1987" and Inserting "September 30,
1992".
SEC. ,iei. AIRWAY IMPROVEMENT PROGRAM.

(a) RaNAWIWO OF AIRWAY PLsn,—Section
504(bXl) of the Airport and AIrway 1w-
proveinent Act of 1982 (49 U.S.C. App.
2203(bXl)) Is amended by Inserting after
the second sentence the following new sen-
tence: "For fiscal year 1991 and thereafter,
the revised plan shall be known as the
'Airway Capital Investment Plan'.".

(b) AIRWAY FACIUT!m Aim EQun'yt,y.—
The first eentene of section 508(a)U) of
such Act (49 U.S.C. App. 2205(a)(1)) Is
amended by striking "September 30, 1981,"
and all that follows through the period and
Inserting the foflowlng "September 30,
1990, aggregate amounts not to exceed
$2,500,000,000 for fIscal year 1991 and
$5,500,000,000 for the, fIscal years ending
before tober 1, 1992.".
8RC 51% FAA OPERATIOI4&

SectIon 108 of tItle 49, UnIted States Code,
is amended by adding at the end the follow-
ing new subeection

"(k) AtrrRoRizAl'io,$ or AppRopRIsyrows
FoR OPr.aATIoIis.—There Is authorized to be
appropriated for operations of the AthiIni
tratlon $4,088,000,000 for fiscal year 1991
and $4,412,800,000 for fiscal year 199V',
SEC 5157. OPERATION AND MAINTENANCE OF

AVIATION SYSTEM.
(a) ftIMINATION CI' Pmsaj.ry.—Sectlon

506(cXS)(BXI) of the Airport and Airway
Improvement Act of 1982 (49 U.S.C. App.
2205(cXSXBXI)) Is amended—

(1) by inserting "and" after '1989"; and
(2) by striking "$3,R'1O,000,000" and all

that follows through "1992,".
(b) FuinING.—Sectlon 54)9(c) of such Act

(49 U.S.C. App. 2205(c)) is amended by
at the end the foflow1i new para.

grsph
"(4) FIscAL YEARS zvei-san.—The amount

appropriated from the Trust Fund for the
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purposes of dauses,(A) and (B) of para-
graph (1) of this subsection for each of
fIscal years 1991 and 1992 may not ewceed—

"(A) 75 percent of the smmmt of funds
made available under sectIon 505, aubsec-
tions (a) and (b) of this section, and section
198(k) of title 49, UnIted States Code, for
such fiscal yesr lees

'(B) the amount of funds made available
under section 505 and subsections (a) end
b) of this aection for such fIscal year.".
ewe. sies. wRA?wl SERvIcE.

The second sentence of section 506(d) of
the Airport and Airway Improvement Act of
1982 (49 U.S.C. App. 2208(d)) Is amended—

(1) by striking and" the first place It ap-
Dears and Inserting a comma and

(2) by Inserting before the period the fol-
lowing: ", $34,521,000 for fiscal year 1991,
and $35,389,000 for fiscal year 1992".
SEC. $105. MILITARY AIRPORT PROGRAM.

(a) DECLARATIoN Cl Poucy.—&cUOn
502(a) of the Airport and Airway Improve-
ment Act of 1982 (410 U.S.C, App, 2201(a)) Is
further amended—

(1) by striking "and" at the end of para-
graph (12);

(2) by striking the period at the end of
paragraph (13) and Inserting "; and"; and

(3) by adding at the end the following:
"(14) special emphasis should be placed on

the conversion of appropriate former mili-
tary air bases to civil use and on the IdentI-
fication and Improvement of sdWUonal
joint-use facilities.".

(b) Str-Astnz.--Section 508(d) of such Act
(49 U.S.C. App. 2204(d)) is amended by
striking paragraph (5) and Inserting the fol-
lowing:

"(5) MILITARY AIRPORT SrT-Asin€.—Not lam.
than 1.5 percent of the funds made avail-
able under sectIon 505 In each of fiscal years
1991 and 1992 shall be distribute during
such fIscal year to sponsurs of current or
former military airports designated by the
Secretary under subsection (f) for the pur-
pose of developing current and former mili-
tary airports to improve the capacity of the
national air transportation system.

"(6) RzALLocAnox.—If the Secretary de-
termines that he will not be able to distrib.
ute the amount of funds required to be Wa-
trthuted under paragraph (1), (2), (3), (4), or
(5) of this subsection for any fiscal year be-
cause the number of qualified applications
submitted In compliance with thIs title Is In-
sufficient to meet such amount, the portion
of such amount the Secretary determines
will not be distributed shall be available for
obligation during such fiscal year for other
airports and for other purposes authorized
by section 505 of this title.".

(C) DRSIGNATION OF FORwER MILITARY Am-
poas.—Sectlon 508 of such Act Is further
amended by adding at the end the following
new subsection:

"(f) DZSIGIATION OP CVRRT OR Poawsu
MILITARY AIRPORTS.—

"(1) DRSIGNATION.—The Secretary shall
designate not more than S current or former
military airports for partIcIpatIon In the
grant program established under subsection
(dX5) and this subsection. At least 2 such
airports shall be designated within S months
after the date of the enactment of this sub.
section and the remainIng airports shall be
designated for participation no later than'
September 30, 1091

"(2) Svavwy.—The Secretary shall conduct
a survey of current and former military air-
ports to Identify which ones have the great-
eat potential to Improve the capacity of the
national air transportation system. The
nn'vey shall also Identify the capital devel-
opment needs of such airports In order to
make them part of the national air trans-
portation system and shall identify which
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capital development needs are eligible for
grants under section 505. The survey shall
be completed by September 30, 1991.

"(3) Liuxi,riois.—In selectIng aIrports for
partIcIpatIon in the program established
under subsection (d)(S) and this subsectIon
and in conducting the survey under pars.
graph (2), the Secretary shall consider only
those current or former military aIrports
whose conversion in whole or in part to ci-
vilian commercial or reliever airport as part
of the national air transportation system
would enhance airport and aIr trait Ic con-
trol system capacIty in major metropolItan
areas and reduce current and projected
flight delays.

"(4) Pxuou or zucisxury.—An airport
designated by the Secretary under this sub-
section shall remain eligible to partIcIpate
in the program under subsection (d)(5) and
this subsection for the 5 fIscal years follow-
ing such designatIon. An airport that does
not attain a level of enplaned passengers
during such 5 fiscal year perIod whIch quali-
fies It as a small hub airport as defIned as of
January 1, 1990, or reliever airport may be
redesignated by the Secretary for participa-
tion in the program for such additIonal
fiscal years as may be determined by the
Secretary.

"(5) ADDITIONAL FUNDIWG.—Notwlthstand-
Ing the provisIons of section 513(b), not to
exceed $5,000,000 per airport of the sums to
be distrIbuted at the discretIon of the Secre-
tary under sectIon 507(c) for any fIscal year
may be used by the sponsor of a current or
former mflitary airport designated by the
Secretary under this subsectIon for con-
structIon, Improvement, or repair of termI-
nal building facIlitIes, including terminal
gates used by aircraft for enplaning and de-
planing revenue passengers. Under no cIr-
cumstances shall any gates constructed, tin.
proved, or repaIred with Federal funding
under this paragraph be subject to long-
term leases for periods exceeding 10 years
or majority in interest clauses.".
SEC. 9110. PASSENGER FACILITY CHARGES.

SectIon 1113 of the Federal Aviation Act
of 1958 (49 U.S.C. App. 1513) Is amended—

(1) in subsection (a) by Inserting "except
as provIded in subsectIon (e) and" before
"except that"; and

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

"(c) Aurnoarry FOR IMPOSITION 07 PA55EN-
CER FACILITY CEARGES.—

"(1) hi GENERAL—Subject to the provisions
of this subsectIon, the Secretary may grant
a publIc agency which controls a comxner-
cia) service airport authority to Impose a fee
of $1.00, $2.00, or $3.00 for each paying pas-
senger of an aIr carrier enplaned at such air-
port to finance eligible airport-related
projects to be carried out in connection with
such airport or any other airport whIch
such agency controls. For purposes of this
subsectIon, financing an elIgible airport-re-
lated project includes making payments for
debt service on bonds and other Indebted-
ness incurred to carry out such project.

"(2) Uss OF RJ!VEIWIW Aim RRLATIONSHIP SE-
TwEMi FEES AND azviru.—The Secretary
may grant a publIc agency which controls a
commercIal service airport authority to
Impose a fee under this subsectIon to f I-
nance specifIc projects only if the Secretary
finds, on the basis of an application submIt-
ted for such authority—

"(A) that the amount and duration of the
proposed fee will result in revenues (Includ-
ing Interest and other returns on such reve-
nues) which do not exceed amounts neces-
sary to finance the specIfic projects; and

"(B) that each of the specIfic projects Is
an eligible airport-related project which
will—
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"Ci) preserve or enhance capacity, safety,

or security of the national air transporta-
tion system,

"(ii) reduce noise resulting from an air-
port which is part of such system, or

"(iii) furnish opportunities for enhanced
competition between or among air carriers.

"(3) LrMITATION REGARDING PASSENGERS 07
AIR CARRiERS RECEIVING ESSENTIAL AIR 5ERV-
ICE cOMPENSATI0N.—Il a passenger of an air
carrier Is being provided air service to an eli-
gible point under section 419 for which com-
pensation is being paid under such section, a
public agency which controls any other air-
port may not Impose a fee pursuant to this
subsection for enpianement of such passen-
ger with respect to such air service.

"(4) LIMITATION RECABDINO OBLIGATIONS.—
No fee may be imposed pursuant to this sub-
section for a project which is not apProved
by the Secretary under this subsection on or
before September 30, 1992—

"(A) If, during fiscal years 1991 and 1992,
the amount available for obligation, in the
aggregate, under sectIon 505 of Airport and
Airway Improvement. Act of 1082 Ii less
than $3,100,000,000; or

"(.B)(i) 11, during fiscal year 1991. the
amount available for obligation, in the ag-
gregate, under section 419 is less than
$26,600,000; or

"UI) If, during fiscal year 1992, the
amount available for obligation, in the ag-
gregate, under section 419 Is less than
$38,600,000.

"(5) Two ERPLA ERtENSS PER TRIP LIMITA-
TloN.—Enplaned passengers on whom a fee
may be Imposed by a public agency pursu-
ant to this subsection Include passengers of
air carriers originating or connecting at the
commercial service airport which the
agency controls. A fee may not be collected
pursuant to this subsection from a passen-
ger with respect to any enpianement of such
passenger, on a one-way trip and on a trip in
each direction of a round trip, after the
second enpla.nement for which a fee has
been collected pursuant to this subsection
from such passenger.

"(6) TREATMENT OP azvszru.—Revenues
derived from collection of a fee by a public
agency pursuant to this subsection shall not
be treated as airport revenues for the pur-
poses of any contract between such agency
and an air carrier.

"(7) XCLU5IV1TY OF AUTILORTY.—No State
or political subdivision or agency thereof
which is not a public agency controlling a
commercial service airport shall prohibit,
limit, or regulate the Imposition of fees by
the public agency pursuant to this subsec-
tion, collection of such fees. or use of reve-
nues derived therefrom. No contract be-
tween an air carrier and a public agency
which controls a commercial service airport
entered into before, on, or after the date of
the enactment of this subsection shall
affect the authority of the public agency to
Impose fees pursuant to this subsection and
to use the revenues derived from such fees
In accordance with this subsection.

'18) NoNSxcLusxvrTY 07 CoN .a&CrUAL
AGREEM:ENTS.—No project carried out
through the use of a f cc collected pursuant
to this subsection may be subject to an ex-
clusive Long-term lease or use agreement of
an air carrier, as defined by the Secretary
by regulation. Any lease or use agreement
of an air carrier with respect to a facility
constructed or expanded through the use of
such fee may not contain or be subject to
any term or condition which restricts the
public agency which controls the airport
from funding, developing, or assigning new
capacity at the airport,

"(9) COLLECTION AND RARDI.ING OP FEES DY
AIR CARaIrRs.—The regulations issued by the

Secretary to carry ut this mbsectlon
shall-

-"CA) require air carriers and their agents
to collect fees Imposed by public e.geneles
pursuant to this subsection;

"(B) establish procedures regerding han-
dling and remittance of the amounts so col-

"(C) ensure that such amounts are
promptly paid to the public agency for
which they are collected less a uniform
amount determined by the Secretary as ra-
flecting average necessary and reasonable
expenses (net of interest accruing to the air
carrier and agent after collection and prior
to remittance) Incurred In the collection and
handling of such fees; and

"CD) require that the amount of fees col-
lected pursuant to this subsection with re-
spect to any air transportation be noted on
the ticket for such air transportation.

"(10) APPLICATION PROCESS.—
"(A) SUBMISSI0N.—A public agency which

controls a commercial service airport and Is
interested In imposing a fee pursuant to this
subsection shall submit to the Secretary an
application for authority to impose such
fee.

"(B) ColrrElcT.—An application submitted
under this paragraph shall contain such in-
formation and be in such form as the Secre-
tary may require by regulation.

"(C> OPPORTUTITY FOR CONSULTATION.—
Before submission of an application under
this paragraph, the public agency must pro-
vide reasonable notice to, and an opportuni-
ty for consultation with, air carriers operat-
ing at the airport.

_____

"(0) NOTIcE AND OPPORiw,ilY FOR COM-
iiner.—After receiving an application under
this paragraph, the Secretary shall provide
notice and an opportunity for comment by
air carriers and other interested persons
concerning such spplicatlon.

"(E) AmovAL.—A fee may only be tm-
posed pursuant to this subsection If the Sec-
retary approves an application granting au-
thority for the imposition of such fee. Not
later than 120 days after the date of receipt
of such an application, the Secretary shall
make a final decision regarding approval of
such application.

"(11) RscoRDaEss'urc AID AUDITS.—
"(A) Wim spsc'r 'ro cou.scrIoN OP

FEES.—The Secretary shall Issue regulations
requiring such recoe'dkeeplng and auditing
of accounts maintained by an air carrier and
any agency thereof which is collecting a fee
Imposed pursuant to this subsection and by
the public agency which Is Imposing such
fee as may be necessary to ensure compli-
ance with this subsection.

"(B) Wim RESPECT TO USE OP REVENUES.—
The Secretary shall periodicall.y audit and
review the use by a public agency which
controls an airport of revenues derived from
a fee Imposed pursuant to this subsection.
Upon such review and after a public hear-
ing, the Secretary may terminate the au-
thority of such agency to Impose such fee,
in whole or In part, to the extent the Secre-
tary detennines that revenues derived
therefrom are not being used in accordance
a-lt.h this subsection.

"(C) Srr.on'.—If the Secretary determines
that a fee Imposed pursuant to this subsec-
tion Is excessive or that the revenues de-
rived from such fee are not being used in an-
cordncc with this subsection, the Secretary
may set off such amounts as may be neces-
sary to ensure compliance with this subsec-
tion against amounts otherwise payable to
the public agency under the Airport and
Airway Improvement Act of 1982.

"(12) TERMs AND cosnrrxoss,—Authority
granted to Impose a fee pursuant to this
subsection shall be subject to such terms
and conditions as the Secretary may estab-

II 10203
1Mb to carry out the objectives of this sub-
section.

"(13) IssuANcE O,RSGTJLATIONS.--N0t r
than 180 days after the date of the enact-
ment of this subsection, the Secretary shall
issue such regulations as may be necessary
to carry out this subsection. Such regula-
tions may prescribe the time and form by
which a fee imposed pursuant to this sub-
section shall take effect.

'114) DWNm0N$.—FOr purposes of this
subsection, the following definitions apply:

"(A) Am csuIEn,—The term 'air carrier'
includes a foreign air carrier.

"(B) AIRPORT, COMMERCIAL SERVICE AIR-
PORT, AND PYBLIc AONIICY.—The terms 'air-
port', 'commercial service airport', and
'public agency' have the meaning such
terms have under sectIon 503 of the Airport
ftnd Airway Improvement Act of 1982.

"(C) Eaiataaz AIRPORT-RELATER PROJECT.—
The term 'eligible, airport-related project'
means—

"(I) a project for airport development
under the Airport and Airway Improvement
Act of 1982

"(Ii) a project for airport planning under
such Act;

"(Ill) a project for terminal development
described in section 513(b) of such Act;

"(iv) a project f or airport noise capability
planning under sectIon 103(b) of the Avia-
tion Safety and Noise Abatement Act of
1979;

"(v) a project to carry out noise compat-
ibllity measures which are eligible for assist-
ance under section 104 - of the Aviation
Safety and Noise Abatement Act of 1979
without regard to whether Os' not a program
has been approved for such measures under
such section; and

'(vi) a project fos' construction of gates
and related areas at which passengers are
enplaned or deplaned. -

"(0) SacaxTsaY.—The term 'Secretary'
means the Secretary of Transportation.".
anC. DIII. RRDUCTION IN AIRPORT IMPI1OVEMRNT

PROGRAM APPOfIIONMENTS FOR
- LARGE AND MEDIUM HUB AIRPORTS

IMPOSING PASSENGER FACILITY

Section 507(b) of the Airport and Airway
Improvement Act of 1982 (49 U.S.C. App.
2206(b)) Is amended by adding at the end
the following new paragraph:

"(7) Rucrmom iii APPORTI0PIMENs'S TO CIII-
TAIN LARGE AND MEDIUM HUBS.—

"(A) GENERAL luLL—The amount which,
but for this paragraph, would be appor-
tioned under this section for a fIscal year to
a sponsor of an airport that annually has
0.25 percent or mare of the total annual en-
planements In the United States and for
which a fee Is Imposed in such fIscal year
pursuant to section 1113(e) of the Federal
Aviation Act of 1958 shall be reduced by an
amount equal to 50 percent of tht projected
revenues derived from such fee In such
fIscal year.

"(B) LrMrrATI0N.—The maximum reduc-
tion in an apportionment to a sponsor of an
airport as a result of this paragraph In a
fiscal year shall be 50 percent of the
amount which, but for this paragraph,

- would be apportioned to such airport under
this section.".
SEC. 5112. USE OF PFC REDUCED APPORTIONMENT

FUNDS.
(a) ADDITIoN 07 PONDS TO EXISTING DIs-

carrlowaay FuwD.—Section 507(cXl) of the
Airport and Airway Improvement Act of
1982 (49 U.S.C. App. 2206(cXl)) Is amended
by Inserting after the first sentence the fol
lowing new sentence: "Twenty-five percent
of the amounts which are not apportioned
under this section as a result of subsection
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(bX7) shall be added to such discretionary
fund.".

(b) SMALL AIRPORT Ftnw.—Section 507 of
such Act Is amended by redesignating sub-
sections (d) and (e), and any references
thereto, as subsections (e) and (f), respec-
tively, and by tnsertlng alter subsection (C)
the following new subsection:

"(d) SMALL AIRPORT FuND.—
"(1) ESTABLI5HMENr.—Seventy-five percent

of the amounts which are not apportioned
under this section as a result of subsection
(bX7) shall constitute a small airport fund
to be distributed at the discretion of the
Secretary.

"(2) Srr-A5IDE POR GENERAL AvIATIOP4 AIR-
PORT5.—One-third of the amounts in the
small airport fund established by this sub-
section and distributed by the Secretary
under this subsection In a fiscal year shall
be used for making grants to sponsors of
public-use airports (other than commercial
service airports) for any purpose for which
funds are made available under section 505.

'(3) Sr-i.sr FOR NONRUS AIRPORTS.—
Two-thirds of the amounts in the small air-
port fund established by this subsection and
distributed by the Secretary under this sub-
section in a fIscal year shall be used for
making grants to sponsors of commercial
service airports each of which annually has
less than 0.05 percent of the total annual
enplanements in the United States for any
purpose for which funds are made available
under section 505.".

(c) PR0HmITI0N ON REDUCED FUNDING.—It
Is the sense of Congress that the Secretary
should not reduce funding under the discre-
tionary fund established under section
507(c) of the Airport and Airway Improve-
ment Act of 1982 for small commercial serv-
ice and general aviation airports as a result
of additional funds made available to such
airports under this section, includIng
amendments made by this section.
SEC. p113. SMALL COMMUNFrY AIR SERVICE PRO.

GRAM.
(a) DEFINITION OF ELIGIBLE PoIN'r.—Sec-

tion 419(a) of the Federal Aviation Act of
1958 (49 U.S.C. App. 1389(a)) is amended to
read as follows:

"(a) ELIGIBLE Poi Dp'INpD.—
"(1) GKNER RU1Z.—FOr purposes of this

section, the term 'eligible point' means any
point in the United States—

"(A) which was defined as an eligible
point under this section as in effect before
October 1, 1988;

"(B) which received scheduled air trans-
portation at any time alter January 1, 1990;
and

"(C) which is not listed in the Department
of Transportation Orders 89-9-37 and 89-
12-52 as being a point no longer eligible for
compensation under this section.

"(2) LIMITATION ON USE OF PER PASSENGER
SUB5IDY.—The Secretary may not determine
that a point described in paragraph (1) is
not an eligible point on the basis of the per
passenger subsidy at the point or on any
other basis not specifically set forth in this
section.".

(b) FUNDING.—
(1) IN GENERAL.—Section 419 of such Act is

amended by redesignating subsection (1),
and any reference thereto, as subsection (m)
and by tnsertlng after subsection (k) the fol-
lowing new subsection:

"(I) FUNDING.—
"(1) CoNmAcr AUTB0RITY.—The Secretary

is authorized to enter into agreements and
to incur obligations from the Airport and
Airway Trust Fund for the payment of com-
pensation under this section. Approval by
the Secretary of such an agreement shall be
deemed a contractual obligation of the
United States for payment of the Federal
share of such compensation.
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"(2) AMOuNTs AvAILABLE.—There shall be

available to the Secretary from the Airport
and Airway Trust Fund to incur obligations
under this section $38,600,000 per fiscal year
for each of fiscal years 1992, 1993, 1994,
1995, 1996, 1997, and 1998. Such amounts
shall remain available until expended.".

(2) EFFECrIvE DATE—The amendment
made by paragraph (1) shall take effect Oc-
tober 1, 1991.

(c) CONFORMING AMzwDMNTs.—Section
333 of Public Law 100—457 and section 325(a)
of Public Law 101-164 are repealed.
SEC. 9111. STATE BLOCK GRANT PILO? PROGRAM.

Section 534 of the Airport and Airway Im-
provement Act of 1982 (49 U.S.C. App. 2227)
is amended—

(1) in subsection (a) by striking '1991"
and inserting '1992"; and

(2) in subsection (d) by striking "not later
than 90 days before its scheduled termina-
tion" and Inserting not later than January
31, 1992".
SEC. 9115. AUXILIARY FLIGHT SERVICE STATION

PROGRAM.

(a) GiE11AL Ruu.—The Secretary of
Transportation shall develop and imple-
ment a system of manned auxiliary flight
service stations. The auxiliary flight service
stations shall supplement the services of the
planned consolidation to 61 automated
flight service stations under the flight serv-
ice station modernization program. Auxilia-
ry flight service stations shall be located in
areas of unique weather or operational con-
ditions which are critical to the safety of
flight.

(b) REPORT To CoNGIss.—Not later than
180 days alter the date of the enactment of
this Act, the Secretary of Transportation
shall report to Congress with the plan and
schedule for implementation of this section.
SEC. 9116. AIRPORT AND AIRWAY IMPROVEMENTS

FOR THE VIRGIN ISLANDS.
(a) AIR SPACE Sruiy.—The Administrator

of the Federal Aviation Administration
shall conduct an air space study of the Car-
ibbean and Miami air traffic control regions
for the purpose of determining methods of
improving air safety and report to Congress
the results of such study.

(b) OPERATIONS OF AIRPORT TowERs FOR
ST. Thos i1 S,. CR0IX.—The Adminis-
trator may not enter into contracts with pri-
vate persons for operation of the airport
control towers for St. Thomas and St. Croix,
Virgin Islands, before the 30th day follow-
ing the date on which a report is submitted
to Congress under subsection (a).

(c) RictiwT OF RADA1 FACILrrIES FOR
ST. Thos.—The Administrator shall take
such action as may be necessary to ensure
that the radar facilities for the airport on
St. Thomas, Virgin Islands, which were de
stroyed by Hurricane Hugo are replaced and
operational by the 120th day following the
date of the enactment of this Act.
SEC. 9117. ENGINE CONDITION MONITORING SYS-

TEMS.

(a) STVDY.—The Administrator of the Fed-
eral Aviation Administration shall conduct a
study of the potential use of engine condi-
tion monitoring systems on aircraft. In con-
ducting such study, the Administrator shall
evaluate—

(1) the availability of technology for such
systems;

(2) the capabilities of such systems in
terms of enhancing safety and reducing
maintenance costs associated with civil and
military aircraft;

(3) the commercial viability of developing
computer software to enable maintenance
workers to efficiently use data gathered by
such systems;

(4) the costs and benefits of using such
systems as compared to engine fault detec-
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tion methods which rely on the use of data
relating to historical performance and sta-
tistical failure;

(5) the types of aircraft engine failures
which may be prevented by using such sys-
tems; and

(6) the operational reliability of such sys-
tems.

(b) REPORT TO CoNGREss—Not later than
12 months after the date of the enactment
of this Act, the Administrator shall transmit
to Congress a report containing the results
of the study conducted pursuant to this sec-
tion together with such legislative and ad-
ministrative recommendations as the Ad-
ministrator considers appropriate.
SEC. 9118. PROCUREMENT AUTHORITY.

(a) IN Gi1&L.—Section 303 of the Feder-
al Aviation Act of 1958 (49 U.S.C. App. 1344)
is amended to read as follows:
"SEC. 303. PROCUREMENT AUTHORITY.

(a) ACQUIsITION AND DISPOSAL OF PROPER-
r.—Subject to subsection (b), the Adminis-
trator, on behalf of the United States, is au-
thorized, where appropriate—

'(1) within the limits of available appro-
priations made by the Congress therefor, to
acquire by purchase, condemnation, lease
for a term not to exceed 20 years, or other-
wise, personal property or services and real
property or interests therein, including, in
the case of air navigation facilities (includ-
ing airports) owned by the United States
and operated wider the direction of the Ad-
ministrator, easements through or other in-
terests in airspace immediately adjacent
thereto and needed in connection therewith;

'(2) for adequate compensation, by sale,
lease, or otherwise, to dispose of any real or
personal property or interest therein;
except that, other than for airport and
airway property and technical equipment
used for the special purposes of the Federal
Aviation Administration, such disposition
shall be made in accordance with the Feder-
al Property and Administrative Services Act
of 1949; and

"(3) to construct, Improve, or renovate lab-
oratories and other test facilities and to pur-
chase or otherwise acquire real property re-
quired therefor.

"(b) SPEcI RULES FOR CERTAIN AcQUI5I-
TIOP4S.—

(1) AcQUIsITIoNs BY C0NDEMP4ATI0P4.—Afly
acquisition by condemnation under subsec-
tion (a) may be made in accordance with the
provision of the Act of August 1, 1888 (40
U.S.C. 257; 25 Stat. 357), the Act of Febru-
ary 26, 1931 (40 U.S.C. 258a-258e-1; 46 Stat.
1421), or any other applicable Act; except
that, in the case of condemnations of ease-
ments through or other interests in air-
space, in fixing condemnation awards, con-
sideration may be given to the reasonable
probably future use of the underlying land.

'(2) AcQUIsITIors 0? PUBLIC BUILDIP4G5.—
The Administrator may, under subsection
(a) construct or acquire by purchase, con-
demnation, or lease a public building, or in-
terest in a public building (as defined in sec-
tion 13 of the Public Buildings Act of 1959
(40 U.S.C. 612)) oniy under a delegation of
authority from the Administrator of Gener-
al Services.

'(c) PROC RThiiW PROCEDUREs—In pro-
curing personal property or services and
real property and interests therein under
subsection (a), the Administrator may use
procedures other than competitive proce-
dures in circumstances which are set forth
in section 303(c of the Federal Property
and Administrative Services Act of 1949 (41
U.SC. 253(c)).

'(d) SoIz SOURCE APPROvAL BY ADMn4I5-
TRAT0R.—For procurements by the Federal
Aviation Administration, the Administrator
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shall be the senior procurement executive
referred to in paragraph (3) of section 16 of
Office of Federal Procurement Policy Act
(41 U.S.C. 414) for the purposes of approv-
ing the Justification for the use of noncom-
petitive procedures required under section
303(f)(1)(8)(iii) of the Federal Property and
Administrative Services Act of 1949 (41
U.S.C. 253fX1)8)(iii)).

'(e) MTJLTIYEAR SERvICE CormLwTs.—
'(1) IN GENERAL—Notwithstanding section

134 1(a)(1)(8) of title 31. United States Code,
the Administrator may enter Into contracts
for periods of not more than 5 years for the
following types of services (arid items of
supply related to such services) for which
funds would otherwise be available for obli-
gation only within the fiscal year for which
appropriated—

"(A) operation, maintenance, and support
of facilities and installations;

(8) operation, maintenance, or modifica-
tion of aircraft, vehicles, arid other highly
complex equipment;

'(C) specialized training necessitating
high quality Instructor skills (for example,
pilot and aircrew members; foreign language
training); and

'(D) base services (for example, ground
maintenance, in-plane refueling; bus trans-
portation: refuse collection and disposal).

(2) FINDINGs—The Administrator may
enter into a contract described in paragraph
(1) only if the Administrator finds that—

'(A) there will be a continuing require-
ment for the services consonant with cur-
rent plans for the proposed contract period:

"(8) the furnishing of such services will
require a substantial initial investment in
plant or equipment, or the incurrence of
substantial contingent liabilities for the as-
sembly, training, or transportation of a spe-
cialized workforce; and

"(C) the use of such a contract will pro-
mote the best interests of the United States
by encouraging effective competition and
promoting economies in operation.

'(3) GUIDANCE PRINCIPL.Es.—In entering
into contracts described in paragraph (1),
the Administrator shall be guided by the
following principles:

'(A) The portion of the cost of any plant
or equipment amortized as a cost of contract
performance should not exceed the ratio be-
tween the period of contract performance
and the anticipated useful commercial life
of such plant or equipment. Useful commer-
cial life, for this purpose, means the com-
mercial utility of the fadlties rather than
the physical life thereof, the due consider-
ation given to such factors as location of f a-
cilities, specialized nature thereof, and obso-
lescence.

(8) Consideration shall be given to the
desirabffity of obtaintng an option to renew
the contract for a reasonable period not to
exceed 3 years, at prices not to include
charges for plant, equipment, and other
nonrecurring costs, already amortized.

"(C) Consideration shall be given to the
desirability of reserving in the Federal Avia-
Uon Administration the right. upon pay-
ment of the un-amortized portion of the
cost o the plant or equipment, to take title
thereto under appropriate circumstances.

(4) TntIrrio.—In the event funds are
iot made available for the continuation of a
contract described in paragraph (1) into a
subsequent fiscal year, the contract shall be
canceled or terminated, and the costs of
cancellation or termination my be paid
from— -

"(A) appropriations originally available
for the performance of the contract -con-
cerned;

'(8) appropriations currently available
for procurement of the type of services con-
cerned, and not otherwise obligated; or

"(C) funds appropriated for those pay-
ments.

(f) MULTIYEAR PROPERTY ACQUISITION
CozmcTs.—

'( 1) IN GEERAL.—Notwithstanding section
1341(a)(1)(8) of title 31, United States Code,
to the extent that funds are otherwise avail-
able for obligation. the Administrator may
make multiyear contracts (other than con-
tracts described in paragraph (6)) for the
purchase of property. whenever the Admin-
istrator finds—

(A) that the use of such a contract will
promote the safety or efficiency of the Na-
tional Airspace System and will result in re-
duced total costs under the contract;

(8) that the minimum need for the prop-
erty to be purchased is expected to remain
substantially unchanged during the contem-
plated contract period in terms of produc-
tion rate, procurement rate, and total quan-
tities;

"(C) that there is a reasonable expecta-
tion that throughout the contemplated con-
tract period the Administrator will request
funding for the contract at the level re-
quired to avoid contract cancellation;

'(D) that there is a stable design for the
property to be acquired and that the techni-
cal risks associated with such property are
not excessive; and

'(E) that the estimates of both the cost of
the contract and the anticipated cost avoid-
ance through the use of a multiyear con-
tract are realistic.

(2) REGULATIONs.—
(A) GENERAL RULE—The Administrator

shall issue regulations for acquisition of
property under this subsection to promote
the use of multiyear contracting as author-
ized by paragraph (1) in a maimer that will
allow the most efficient use of multiyear
contracting.

(8) CANCELLATION PROvIsIONs—The regu-
lations issued under this paragraph may
provtde for cancellation provisions in mul-
tiyear contracts described in paragraph (1)
to the extent that such provisions are neces-
sary and in the best interests of the United
States. Such cancellation provisions may in-
dude consideration of both recurring and
nonrecurring costs of the contract-or associ-
ated with the production of the items to be
delivered under the contract.

"(C) 8ROADNING INDUsTRIAL BASE—In
order to broaden the aviation industrial
base, the regulations issued under this para-
graph shall provide that. to the extent prac-
ticable—

'(i) multiyear contracting under para-
graph (1) shall be used in such a manner as
to seek, retain, and promote the use under
such contracts of companies that are sub-
contractors, vendors, or suppliers; and

(II) upon accrual of any payment or other
benefit under such a multivear contract to
any subcontract, vendor. or supplier compa-
ny participating in such contractor, such
payment or benefit shall be delivered to
such company in the most expeditious
manner practicable.

"(D) PROTECrION 07 P'EDERJ.L flrrxRzSTs.—
The regulations Issued under this paragraph
shall also provide that, to the extent practi-
cable, the administration of this subsection,
and of the regulations issued under this sub-
section, 8hall not be carried out in a manner
to preclude or curtail the existing ability of
the Federal Aviation Administration to—

'(i) provide for competition in the produc-
tion of items to be delivered under such a
contract; or

"(ii) provide br termination of a prime
contract the performance of which is def i-
cient with respect to cost, quality. or sched-
ule.

"(3) SpcIx MUll FOR CONrRACT5 WITB
HIGH cAJICELLATIoN cEtLflcG.—Before any
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contract described in paragraph (1) that
contains a clause setting forth a cancella-
tion ceiling in excess of $100,000,000 may be
awarded, the Administrator shall give writ-
ten notification of the proposed contract
and of the proposed cancellation ceiling for
that contract to the Committee on Com-
merce, Science, and Transportation of the
Senate and the Committee on Public Works
and Transportation of the House of Repre-
sentatives, and such contract may not then
be awarded until the end of a period of 30
days beginning bn the date of such notifica-
tion.

'(4) ADvANCE pRoCUREMENT—Contracts
made under this subsection may be used for
the advance procurement of components,
parts, and materials necessary to the manu-
facture of equipment to be used in the Na-
tional Airspace System, and contracts may
be made under this subsection for such ad-
vance procurement, if feasible and practAca-
ble, in order to achieve economic-lot pur-
chases and more eflicient production rates.

"(5) TERMINATION—In the event funds are
not made available for the continuation of a
contract made under this subsection into a
subsequent fiscal year, the contract shall be
canceled or terminated. and the costs of
cancellation or termination may be paid
from—

(A) appropriations originally available
for the performance of the contract con-
cerned;

"(8) appropriations currently available
for procurement of the type of property
concerned, and not otherwise obligated; or

"(C) funds appropriated for those pay-
ments.

'(6) LIMITATION ON APPLICABILITY—This
subsection does not apply to contracts for
the construction. alteration, or major repair
or improvements to real property or con-
tracts for the purchase of property to which
section 111 of the Federa' Property and Ad-
ministrative Services Act of 1949 (40 U.S:C.
759) applies.

'(7) MULTIYEAR CONTRACT DEFINED—For
the purposes of this subsection, a multiyear
contract is a contract for the purchase of
property or services for more than 1, but
not more than 5, fiscal years. Such a con-
tract may provide that performance under
the contract during the second and subse-
quent years of the contract is contingent
upon the appropriation of funds and (if it
does so provide) may provide for a cancella-
tion payment to be made to the contractor
If such appropriations are not made.

"(8) PRICE orrIoNs.—The Administrator
may incorporate into a proposed multiyear
contract negotiated priced options for vary-
ing the quantities of end items to be pro-
cured over the period of the contract.".

(b) CONYORMING A1DrEN'r.—The portion
of the table of contents contained in the
first section of such Act relating to section
303 is amended to read as follows:

Sec. 303, Procurement authority,
'(a) Acquisition and disposal of proper-

ty.
'(b) Special rules for acquisitions.
'(c) Procurement procedures.
"(d) Sole source approval by Administra-

tor.
(e) Multiyear service contracts.

'(f) Multiyear property acquisition con-
tracts.".

SEC. 9119. EXPANDED EAST COAST PLAN.
(a) ENVIRONMENTAL IMPACT STATEMENT.—

Not later than 180 days alter the date of the
enactment of this Act. the Administrator of
the Federal Aviation Administration shall
Issue an environmental impact statement
pursuant to the National Environmental
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Policy Act of 1969 on the elfects of changes
in aircraft flight patterns over the State of
New Jersey caused by lmp]ementaUon of
the Expanded East Coast P'an.

(b) AIR SAPETY IPflTSTIGAT1oN.—Not later
than 180 days after the date of the enact.-
ment oI this Act, the AdmIn1stra1or shall
cor.duct an Investigation to determine the
effects on air safety oI thanges In aircraft
flight patterns over the State at New Jersey
caused by implementation of the Expanded
East Coast P'an.

(C) REPORT TO Coriciiiss.—Not later than
180 days alter the date of the enactment oI
this Act, the Administrator shall transmit
to Congress a report containing the results
of the environmenta] Impact statement and
Investigation conducted pursuaifl to this
3ection. Such report shafl also contain such
recommendations for modification of the
Expanded East Coast Plan as the Adzn.inis-
trator considers appropriate or an explana-
tion of why modification of such plan is not
appropriate.

(d) IMpIE&pNmTIo op MODIFICATIONS.—
Not later than 1 year after the date of the
enactment of this Act, the Administrator
Shall Implement modificatAons to the Ex-
panded East Coast Plan recommended
under subsection (c).
SEC. 9120. TRANSFER OP FORMAT OF GEODETIC

NAVIGATION UFOE..MATON.
Not later than 2 years after the date of

the enactment of this Act, the Admnistr
tor of the Federal Aviation Administration
and the Administrator oI the National Oce-
anic and Atmospheric AdmlnlstraUon shafl
comp'ete the transfer of geodetic coordinate
navigation hiformation from NAD-27
format to NAD43 Ioriat
SEC. 9121. Mrr1IORIZATONS OF APPROPRIATIONS

FOR FISCAL YEARS 193, IS4, AL)
199S.

For purposes o dve1oping the safety and
capacity of the nationaJ aiaton system
under programs estab'ished by sections 505
and 506 of the Airport and Airway Improve-
ment Act of 1982, there are authorized to be
appropriated from the Airport and Airway
Trust Fund for each of fiscal years 1993.
1994, and 1995 ammints equal to deposits
Into the Fuzd In such fiscal year as a result
of any Increases In aviation taxes through
hnpementation of the amendments made to
the Internal Revenue Code of 1986 by this
Act.
SEC. 9122. SENSE OF CONGRESS OONCERNL\'C AP-

PROPRIATON LEVELS.
It is the sense of Congress that r&ounts

appropriated and otherwise znade available
from the Airport and Airway Trust Fund
for fiscal years 1993, 1994, an 1995 shall In-
clude—

(1) the amount of epos1ts made Into the
Fund In each such year;

(2) the amount 01 Interest earned by the
Fund In each such year; and

(3) amounts sulficient to reduce the accu-
mulated surp'us In the Fund by
$1,400,000,000 In fiscal year 1993,
$1,000,000,000 In fiscal year 1994, nd
$1,100,000,000 In flzoal year 1995.
6CC. 9123. HOLD MARMLESS BCDCETARV TREAT-

MENT.
For fiscal years 1993, 1994. *nd 1995, the

baselInes and dome8Uc appropriations cap
shall be held harmless for the budget au-
thority and outlays associated with spend-
ing ttr1butable to deposli Into the Airport
and Airway Trust Fund a result of any In-
creases In the av1tion taxes through linple-
inentat ion o! the amendments made to the
Interna) Revenue Code of 1986 by this Act.
SEC 914. SEVERABILITY.

If any provision of this subtitle (Including
an ameruhnent made by this subUUe). or
the applicaUon thereof to any person or elr-

CONGRESSIONAL RECORD — HOUSE

Sec. 9201. Short title.
Sec. 9202. Aviation research authorization

of appropriations.
Sec. 9203. Weather services.

SEC. 9202. AVIATION RESEARCH ALTTHORIZATJO
OF APPROPRIATIONS.

Paragraph (2) of section 506(b) of the Air-
port &nd Airway Improvement Act of 1982
(49 U.S.C. App. 2205(b)(2)) s amended by
striking subparagraph (A) and au that fol-
lows through the period at the end of sucth
paragraph and inserting the following:

"(A) for fiscal year 1991—
"(i) $131,800,000 solely for air traffic con-

trol projects and &cUvities:
"(ii) $19,100,000 solely for air traffic con-

trol advanced computer projects and activ-
ties;

"(iii) $3,400,000 solely for navigation
projects and activities;

'(iv) $9700000 solely for aviation weather
projects and activities;

"xv) $16,500,000 solely for aviation medi-
cine projects and activities;

"(vi) $70,100,000 solely for aircraft safety
projects and activities; and

"(vii) $4,400,000 solely for environmental
proJects and activities; and

"(B) for fiscal year 1992—
'(i) $137,800,000 solely for air traffic con-

trol projects and activities;
(ii) $19,100,000 solely for air traffic con-

trol advanced computer projects and activi-
ties;

"(iii) $3,400,000 solely for nav!gation
projects and activities;

"(iv) $9,700,000 solely for aviation weather
projects and activities;

'iv) $16,500,000 solely for aviation medi-
cine projects and activities;

(vi) $76,100,000 solely for aircraft safety
projects and activities; nd

'(vU) $5,400,000 solely for environmental
projects and activities.
Not less than 3 percent of the funds made
available under this paragraph for a fiscal
year shall be available to the Administrator
for making grants under section 312(g) of
the Federal Aviation Act of 1958.".
SEC. 9203. WEAThER SERVICES.

Section 506(d) of the Airport and Airway
Improvement Act of 1982 (49 USC. App.
2205(d)) Is amended by striking the second
sentence and inserting the Iollowing: 'Ex-
penditures for the purposes of carrying out
this subsection shah be limited to
$34,521.000 Zor flscal year .1991 and
$35,389,000 for fiscal year 1992.".
SEC. 9201. AVIATiON RESEARCH CRANT AND CON-

SORTIUM PROCRAM.
(a) IN G2NziL.—Section 312 of the Feder-

al Aviation Act of 1958 (49 US.C. App. 1353)
is amended by adding at the end thereof the
fohiowing new subsection:

"(g) REs.uca GRAIT AND CO!q50RTIUM
PROGRAM.—

"(1) GENERAL AumouTY.—The Adminis-
trator my make grants to colleges, universi-
ties. and nonprofit research organizations
(A) to conduct aviation research, and (B) to
establish a research consortium, consisting
of regional centers of excellence for con-
tinuing research Into areas deemed by the
Administrator to be required for the long-
term growth of dvii aviation.

"(2) A.I'PLIcATIos.—A university, college,
or nonprofit organization Interested n re-
ceiving a grant under this subsection may
submit to the Administrator an application
for 6uch grant. Such application shah be th
such form and contain such Information as
the Administrator may require.

"(3) Smcrior.—The Administrator shall
establish a solicitation, review. and evalua-
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cunistance. Is held Invalid, the remainder of Sec. 9204. Aviation research grant and con-
this subtitle and the application oI such sortium program.
provision to other persons of circumstances Sec. 9205. Study by the General Accounting
shall not be affected thereby. Office of multiyear contracting
SEC. 125 BUY AMERiCA. suthority.

(a) GEuu. Rm.E.—Notwitbstanding any Sec. 9206. EuyAmer1can requirement.
other provision of law, the Secretary of
Trarl8portatlon shaH not obligate, alter the
date of enactment of this Act, ny funds u-
thorized to be appropriated to carry out this
subtitle, section 106(k) of tifle 49. UnIted
States Code, or the Airport and Airway Im-
provement Act of 1962 (other than section
506(b)) for any project unless steel and
manufactured products used In such project
are produced In the United States.

(b) L1MrrIoNs oN AP?tIcABrLnY.—The
provisions of 6ubsection (a) of this section
shall not apply where the Seeretary finds—

<1) that their application would be Incon-
sstent with the piibflc Interest;

(2) that such materials and products are
not produced In the United States In suffi-
dent nd reasonably nvallable quantities
nd of a satisfactory quality;

(3) In the case of the procurement of a-
cilities nd equipment under the Airport
nd Airway Improvement Act of 1982 that
(A) the cost of components and subcompon-
ents which are produced In the United
States is more than 60 percent of the cost of
all components of the facility or equipment
described in this paragraph, and (B) final
assembly of the facility or eqtiipment de-
scribed In this paragraph has taken place In
the United States; or

(4) that inc1uson of domestic material will
Increase the cost of the overall project con-
tract by more than 25 percent.

(c) CALCULATION OF CoMPorzri'rs CosTs.—
For purposes of this section, In caiculatlng
components' costs, labor costs Involved In
fIna' assembly shall not be included In the
calculation.
SEC. 9126. PROHJBITION AGAINST FRAUDULENT

USE OF 'MADE IN AMEIUCA" LABELS.
If the Secretary of Transportation deter-

mines that any person intentionally affixes
a label bearing a "Made In America" Inscrip-
tion to any product sold in or shipped to the
United States that is not made In America,
the Secretary 6halj declare that person th-
eligible to receive a Federal contract or
grant In conjunction with the issuance of
any contract made under this subtitle for a
period of not less than 3 years and not more
than 5 years. The Secretary may brIng
action against such person to enforce this
subsection 4n any United States district
court.
SEC. 9321. RESTRICTIONS O?4 CONTRACT AWARDS.

No person or enterprise domiciled or oper-
ating under the laws of a foreign govern-
ment may enter Into a contract or subcon-
tract made pursuant to this subtitle if that
government unfairly maintains, In govern-
ment procurement, a significant and perlst-
ent pattern or practice of discrimination
against United States products or services
which results In Identifiable harm to United
States businesses, as identified by the Presi-
dent pursuant to section 305(g)(1)(A) of the
Tr&ie Agreements Act of 1979.

Subtitle C—Federsl Aviation AdministraUon
Rervh, Engineering, and Development

SEC. 9203. SHORT TITLE; TABLE OF CONTENTS.
(a) SHORT TimE—This Eubtitle may be

cited as the "Federa] Aviation Administra-
Uon Research, Engineering, and Develop-
ment Authorization Act of 1990".

(b) TABIJ op CoNrIs.—
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Lion process that ensures (A) the funding
under this subsection of proposals having
adequate merit and relevancy to the mission
of the Federal Aviation Administration, (B)
an equitable geographical distribution of
grant funds under this subsection, and (C)
the inclusion of historically black colleges
and universities and other minority lnstitu
tions for funding consideration under this
subsection.

"(4) Rcoiws.—Each person awarded a
grant under this subsection shall maintain
euch records as the Administrator may re-
quire as being necessary to facilitate an ef-
fective audit and evaluation of the use of
grant funds.

"(5) Rpois.—The Administrator shall
make an annual report to the Committee on
Science, Space, and Technology of the
House of Representatives and the Commit-
tee on Commerce, Science, and Transporta-
tion of the Senate on the research grant
program conducted under this subsection?'.

(b) CorqpOInNG AMENDMZwr.—That por-
tion of the table of contents contained in
the first section of such Act which appears
under the heading:

'Sec. 312. Development planning."
is amended by. adding at the end the follow-
ing:

"(g) Research grant and consortium pro-
gram.".

SEC. 9Z05. STUDY BY THE GENERAL ACCOUNTING
OFFICE OF MULIIYEAR CONTRACrING
AUTHORITY.

The Comptroller General of the United
States shafl conduct a study of the advis-
ability of granting to the Administrator of
the Federal Aviation Administration specific
statutory authority—

(1) to lease real property or interests
therein for terms not to exceed 20 years, in-
cluding, in the case of air navigation facili-
ties and airports (as such terms are defined
in section 101 (8) and (9) of the Federal
Aviation Act of 1958) owned by the United
States and operated under the direction of
the Administrator, easements through or
other interests in airspace immediately ad-
jacent thereto and in connection therewith;

(2) to procure personal property or serv-
ices and real property and interests therein
with procedures other than competitive pro-
cedures under section 303(c) of the Federal
Property and Administrative Services Act of
1949 (41 U.S.C. 253(c));

(3) to serve as the senior procurement ex-
ecutive under section 16 of the Office of
Federal Procurement Policy Act (41 U.S.C.
414) for the purpose of approving the justi-
fication for the use of noncompetitive pro-
cedures required under Bection
303(f)(1)(B)(iii) of the Federal Property and
Administrative Services Act of 1949 (41
U.S.C. 253(f)(1)(B)(iii));

(4) to let multiyear contracts for services,
including the operation, maintenance, and
support of facilities and installations; the
operation, malhtenance, and modification of
airèraft, vehicles, and other highly complex
equipment; specialized training necessitat-
ing high quality Instructor skills; and base
services; and

(5) to let multiyear contracts for the pur-
chase of property.
The study also Bhall examine the implemen-
tation of section 2306 (g) and (h) of title 10,
United States Code, by the Department of
Defense, and shall aaess the usefulnes8 of
granting similar authority to the Federal
Aviation Administration. The Comptroller
General shall submit a report on the results
of the study, along with any comments of
the Administrator of the Federal Aviation
Administration, to the Committee on Sd-

enee, Space, and Tethnology of the House
of Representatives and the Committee on
Commerce, Science, and Transportation of
the Senate within 6 months after the date
of enactment of this Act.
SEC. 9206. BUY.AMERICAN REQUIREMN1'.

(a) DETERMINATION BY ADMIN1STRAToR.—If
the Federal Aviation Administration, with
the concurrence of the Secretary of Comrn
merce and the United States Trade Repre-
sentative, determines that the public inter
est so requires, the Administration is au-
thortzed to award to a domestic firm a con-
tract made pursuant to the issuance of any
grant made under this subtitle that, under
the use of competitive procedures, would be
awarded to a foreign firm, if—

(1) the final product of the domestic firm
will be completely assembled in the United
States;

(2) when completely assembled, not less
than 51 percent of the final product of the
domestic firm will be domestically produced;
and

(3) the difference between the bids sub-
mitted by the foreign and domestic firms is
not more than 6 percent.
In determining under this subsection
whether the public interest so requires, the
Administration shall take into account
United States international obligations and
trade relations.

(b) LIMITED APPLICATX0N.—This bection
shall not apply to the extent to which—

(1) such applicability would not be in the
public interest;

(2) compelling national security consider-
ations require otherwise; or

(3) the United States Trade Representa-
tive determines that such an award would
be in violation of the General Agreement on
Tariffs and Trade or an international agree-
ment to which the United States is a party.

(c) LIMITATI0N.—This section shall apply
only to contracts made related to the issu-
ance of any grant made under this subtitle
for which—

(1) amounts are authorized by this sub-
title (including the amendments made by
this subtitle) to be made available; and

(2) solIcitations for bids are Issued after
the date of the enactment of this Act.

(d) REPORT To CONGRESS—The Adminis-
tration shall report to the Congress on con-
tracts covered under this section and en-
tered into with foreign entities in fiscal
years 1990 and 1991 and 8hall report to the
Congress on the number of contracts that
meet the requirements of subsection (a) but
which are determined by the United States
Trade Representative to be In violation of
the General Agreement on Tariffs and
Trade or an international agreement to
which the United States is a party. The Ad-
ministration shall also report to the Con-
gress on the number of contracts covered
under this subtitle (including the amend-
ments made by this subtitle) and awarded
based upon the parameters of this section.

(e) DniqrrIoNs.—For purposes of this see-
tion—

(1) the term Admlnlstrator" means the
Administrator of the Federal Aviation Ad-
ministration;

(2) the term domestic firm" means ft
business entity that is incorporated in the
United States and that conducts business
operations in the United States: and

(3) the term "foreign firm" meann a bus!-
nea8 entity not described in paragraph (2).

Subtitle D—Aglng Aircraft Safety
SEC. ,sai. SHORT TITLE.

(a) SnORT Trri.z.—ThIs subtitle may be
cited u the "Aging Aircraft Safety Act of
1990".

(b) TABIz op Co1ITrrs.—

H 10207
Sec. 9301. Short title.
Sec. 9302. AgIng aircraft rulemaking pro-

ceeding.
Sec. 9303. AIrcraft maintenance safety pro-

grams.
Sec. 9304. AdmInistrator defined.
SEC. 9302. AGING AIRCRAFT RULEMAKING PRO.

CEEDING.

(a) Iii GzNzItL.—Not later than 180 days
after the date of the enactment of this Act,
the Administrator shall initiate a rulernak-
ing proceeding for the purpose of Issuing a
rule to assure the continuing airworthiness
of aging aircraft.

(b) INspEcnoNs REco Rgvirws.—
(1) Gniiw.. JQuI1nr.—The rule

Issued pursuant to this 8ection shall, at a
minimum, require the Administrator to
make such inspections, and conduct such re-
views of maintenance and other records, of
each aircraft used by an air carrier to pro-
vide air transportation as may be necessary
to enable the Administrator to determine
that such aircraft is in safe condition and is
properly maintained for operation in air
transportation.

(2) PART 07 HEAVY MAINTENANC! CHECKS.—
The Inspections and reviews required under
paragraph (1) shall be carried out 88 part of
each heavy maintenance check of the air-
craft conducted on or after the first day of
the 15th year in which the aircraft is in
service.

(3) APPLICABILITY 07 ?ED!RAL AVIATION
Acr.—The inspections required under para-
graph (1) shall be conducted as provided in
section 801(a)(3XC) of the Federal Aviation
Act of 1958.

(c) DoNsmATIoN 07 STRUCTURAL AND

PARTS MAnimANc!.—The rule Issued pur-
suant to this section shall, at a minimum,
require the air carrier to demonstrate to the
Administrator, as part,f the Inspection re-
quired by the rule, that maintenance of the
aircraft's structure, skin, and other age-sen-
sitive parts and components has been ade
quate and timely enough to ensure the
highest degree of safety.

(d) PR0cEDUREs.—The rule Issued pursuant
to this section shall establish procedures to
be followed in carrying out the Inspections
required by the rule.

(e) AvAIlABILITY or AxRcaArr.—The rule
Issued pursuant to this section shall require
the air carrier to make available to the Ad-
ministrator the aircraft and such Inspection,
maintenance, and other records pertaining
to the aircraft as the Administrator may re-
quire for carrying out reviews required by
the rule.
SEC. 3O3. AIRCRAFT MMNTE?VNCE SAFETY P1(0-

GRAMS.

Not later than 180 days after the date of
the enactment of this Act, the Administra-
tor shall establish—

(1) a program to Verily that air carriers
are maintaining their afrcraft In accordance
with maintenance programs approved by
the Federal Aviation Administration;

(2) a program—
(A) to provide inspectors and engineers of

the Federal Aviation Administration with
training necessary for conducting auditing
Inspections of alrcra!t operated by air Carri-
ers for corrosion and metal fatigue; and

(B) to enhance participation of such in-
pectors and eng1neer In 5uch inspectIOns
nd

(3) a program to en3ure that air c8rriers
demonstrate to the Administrator their
commitment and techn1c competence to
aure the airworthiness of afrcraSt opeat-
ed by such carriers.
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SEC. 9304. ADMINISTRATOR DEFINED.

As used In this subtitle, the term 'Admth-
Istrator" means the Administrator of the
Federal Aviation Administration.

Subtitle E—OIT Budge* Treatment of
Transportation Trust Funds

SEC. 9401. SHORT TITLE.

This subtitle may be cited as the "Trans.
portation Trust Funds Off Budget Act of
1990'.
SEC. 9402. TIND!NGS.

Congress finds that—
(1) social and economic security are the

cornerstones of a stronger and more produc.
tive United States;

(2) the Highway Trust Fund and the Air-
port and Airway Trust Fund are self sup-
porting as amounts In such funds are de-
rived through fees paid by users of the Na-
tions transportation systems;

(3) on•budget treatment of the Highway
Trust Fund and the Airport and Airway
Trust Fund—

(A) deceives the public by using surpluses
In such funds to understate the real budget
deficit;

(B) undermines the integrity of the
budget process by understating shortfalls in
general revenues:

(C) damages needed highway, transit, and
aviation programs; and

(D) fcsters inefficiency and waste as limi-
tations force down obligations from such
funds; and

(4) failure to provide off-budget treatment
for the Highway Trust Fund and the Air.
port and Airway Trust Fund impairs the Na.
tion's economic productivity and growth
and ignores the Nation's infrastructure
needs.
SEC. 9403. £FVECrJVE DATE.

Section 9404 of this Act (including the
amendments made by such section) shall
take effect on October 1, 1995.
S€C. 9G1. RL'DCETARY TREATMENT OF HI(;H WAY

TRUST FLD. AIRPORT AND AIRWAY
TRUST FUND. INLAND WATERWAYS
TRUST FUND. AND HARBUR MALVIE.
NANCE TRUST FUND.

(a) TREATMENT OF TETJST FVND Op-
ATJON5.—

(1) IN GNERAL.—The receijts and dis-
bursenients of the Highway Trust Fund, the
Airport and Airway Trust Fund, the Inland
Waterways Trust Fund, and the Harbor
Maintenance Trust Fund allocable to the
transportation-related operations of each
such Trust Fund—

(A) shall not be included in the totals of--
(I) the budget of the United States Gov-

ernrnent as submitted by the President. or
(ii) the congressional budget (Including al.

locations of budget authority and outlays
provided therein), and

(B) shall be exempt from any general
budget limitation Imposed by Etatute on ex-
penditures and net lending (budget outlays)
of the United States Government.

(2) Tp5pORTATIO-R1 OPERATIONs
DEnND.—For purposes of paragraph (1),
the receipts and disbursements allocable to
the transportation-related operations—

(A) of the Highway Trust Fund are the
disbursements, and the receipts allocabk to
such disbursements, under—

(i) paragraph (1) of section 9503(c) of the
Intei-rial Revenue Code of 1986 (relating to
expenditures from the Highway Trust Fund
for the FederaLaid highway program); and

(ii) paragraph (3) of section 9503(e) of
such Code (relating to expenditures from
the Mass Transit Account); and

(B) of the Airport and Airway Trust Fund
are the disbursements, and the receipts allo-
cable to such disbursements, under para-
graph (1) of section 9502(d) of the Interna'
Revenue Code of 1986 (relatIng to expendi-
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tures from the Airport and Airway Trust
Fund for the airport and airway program);

<C) of the Inland Waterways Trust Fund
are the dIsbursements, and the receipts allo-
cable to such disbursements, under section
9506(c) of the Lnterr..al Revenue Code of
1986 (relating to the expenditures from the
Inland Waterways Truss Fund for naviga-
tion construction and rehabilitation projects
on Inland waterways); and

(D) of the Harbor Maintenance Trust
Fund are the disbursements, and the re-
ceipts allocable to such disbursements,
under paragraphs (1) and (2) of section
9505(c) of the Internal Revenue Code of
1986 (relating to the expenditures from the
Harbor Maintenance Trust Fund for oper-
ation and maintenance of harbors and
inland harbors and for payments of rebates
of certain tolls and charges).

(b) ADJUSTMENTS OF AtmoRIzArio1s AJiD
APPROPRIATIONS OUT oF Tirnsr FUND—The
Airport and Airway Improvement Act of
1982 (49 U.S.C. App. 2201—2227) is further
amerkded by adding at the end the following
new 8ection
"SEC. 536. ADJUSTMEN'TS OF AUTHORIZATIONS AND

APPORTIONMENTS.

"( a) EsTTMEs or UNFUNDED AVIATION Au-
THoRIZATIoS AND Ni AVIATION REcEIPrs.—
Not later than March 31 of each year. the
Secretary, In consultation with the Secre-
tary of the Treasury, shall estimate—

'(1) the amount which would (but for this
section) be the unfunded aviation authoriza-
tions at the close of the next fiscal year, and

"(2) the net aviation receipts for the 24-
month period beginning at the close of such
fiscal year.

'(b) PRocEDtrRl WHE THERE Is ExCEss
UNnrND AVIATION AUTHORIZATJONS.—If
the Secretary determines for any fiscal year
that the amount described in subsection
(a)(1) exceeds the amount described in sub-
section (a)(2). the Secretary shall detenmne
the amount of such excess.

'(c) ADJUsTMENT 07 ArrHouzATIoNs
WHERE UNFUNDED AuTHoJuzATzoNs Ec 2
YRs REcEII'Ts.—

'(1) DETERMUATION OF PERCENTAGE—If
the Secretary determines that there IE an
excess referred to In subsection (b), the Sec-
retary shall determine the percentage
which—

'A) such excess, is of
'(B) the total of the amounts authorized

to be appropriated and the amounts avail-
able for obigation from the Airport and
Airway Trust Fund for the next fiscal year.

'(2) A1)JU5TMENT OF At7TH0RIZATI0NS.—If
the Secretary determines a percentage
under paragraph (1), each amount author-
ized to be appropriated or available for obli-
gation from the Airport and Airway Trust
Fund for the next fiscal year shall be re-
duced by such percentage.

(d) AVAILABIlITY OF AMOUNTS PREV1OrS1Y
WITJiauj—

"(1) ADJIJ5TMENr OF AUThORIZATIONs—If,
after an adjustment has been made under
subsection (c)(2), the Secretary determines
that the amount described in subsection
(a)(1) does not exceed the amount described
In subsection (a)(2) or that the excess re-
ferred to in subsection (b) is tess than the
amount previously determined, each
amount authorized to be appropriated or
available for obligation that was reduced
under subsection (c)(2) shall be increased.
by an equal percentage, to the extent the
Secretary determines that it may be so in-
creased without causing the amount de-
scribed In subsection (aXl) to exceed the
amount described in subsection (a)(2) (but
not by more than the amount of the reduc-
tion).
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"(2) AI'PoRrioNMENr.—The Secretary sha'l

apportion amounts made available for ap-
portionment by reason of paragraph (1).

"(3) PERIOD OF AVAILABILITY—Any funds
apportioned pursuant to paragraph (2) shall
remain available for the period for which
they wou'd be svailable if such apportion-
ment took effect with the fiscal year In
which they are apportioned pursuant to
paragraph (2).

(e) DmNITI0N5,—For purposes of this
section—

"(1) UNFUNDED AVIATION ATflH0RIZATI0N5.—
The term unfunded aviation authorization
means, at any time, the excess (if any) of—

"(A) the total amount authorized to be ap-
propriated or available for obligation from
the Trust Fund which has not been appro-
priated or obligated, over

"(B) the amount available In the Trust
Fund at such time to make such appropria.
tion or to liquidate such obligations (after
all other unhiquidated obligations at such
time which are payable from the Trust
Fund have been liquidated).

"(2) Nrr AVIATION REc1IPTs.—The term
'net aviation receipts' means, with respect to
any period, the excess of—

'(A) the receipts (including interest) of
the Trust Fund during such period, over

"(B) the amounts to be transferred during
such period from the Trust Fund under sec-
tion 9502(d) of the Internal Revenue Code
of 1986 (other than paragraph (1) thereof).

"(f) Rpos.—Any estimate under subsec-
tion (a) and any determination under sub-
section (b), (c), or (d) shall be reported by
the Secretary to the Committee on Ways
and Means of the House of Representatives,
the Committee on Finance of the Senate.
the Committee on Public Works and Trans-
portation of the House of Representatives.
and the Committee on Commerce. Science.
and TrarisportaUon of the Senate.".

(c) CoFoRMING AMENDMENTS AND LIMrTA-
TION5 TO TEE BUDGET PlwcEss.—

(1) EXEMPTION FROM SEQUESTRATION
ORDER—Section 255(g)(1)(A) of the Bal-
anced Budget and Emergency Deficit Con-
trol Act of 1985 (2 U.S.C. 905(g)(1)(A)) is
amended—

(A) by inserting after the undesignated
paragraph relating to administration of ter-
ritories the following new undesignated
paragraph:

'Airport and Airway Trust Fund (69-8106-
0—7—402: 69—8107—0—7—402: 69-8108-0-7-402;
69-8104-0-7-402);"; and

(B) by inserting after the undesignated
paragraph relating to higher education fa-
cilities the following new undesignated
paragraph:

"Highway Trust Fund (20-8102-0-7-401:
69-8019-0-7-401; 69-8020-0-7-401; 69-8099-
0—7-401 );'.

(2) TREATME1T OF TRUST FUND REcEIPTS FOR
DEFICIT CALCULATIO? puRposEs—Section 3(6
of the Congressional Budget and Impound-
ment Control Act of 1974 is amended by
adding after the second sentence the follow-
ing new sentences: In calculating the defi-
cit for purposes of comparison with the
maximum deficit amount under the Bal-
anced Budget and Emergency Deficit Con-
trol Act of 1985 and in calcu]ating the
excess deficit for purposes of sections 251
and 252 of such Act of 1985 for any fiscal
year, the receipts of the Highway Trust
Fund (including the Mass Transit Account),
the Airport and Airway Trust Fund, the
Inland Waterways Trust Fund, and the
Harbor Maintenance Trust Fund allocable
to the transportatwn-related operations 01
each such Trust Fund for such fiscal year
shall not be Included in tota' revenues for
such fiscal year. and the disbursements allo-
cab'e to the transportation-related oper-
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atton8 of each stich Trust Fund for such
fiscal year shall not be included In total
budget outlays for such fiscal year, For pur-
poses of the preceding sentence, the receipts
end disbursements allocable to the traspor-
tation-related operations of such Trust
Funds are the disbursements, and the re-
ceipts allocable to such disbursements, de-
sczibed In section 9404(a)(2) of the Trans-
portation Trust Funds Off Budget Act of
1990 and paragraph (1) of section 9502(d) of
the Internal Revenue Code of 1986 (relatIng
to expenditures from the Airport and
Airway Trust Fund for the airport and
airway program).".

(3) LIMITATIONS ON CONGRZSS1ONAL BIIDGtT
PRoCsS.—SeCtion 310 of the Congressional
Budget and Impoundment Control Act of
1914 Is amended by adding at the end the
following new subsection:

"(h) LIMrrAn0N ON CRABC TO THE Hicm
WAY TRUST FUiD AD THE AIRPORT AND
AIRWAY TRUST Fmm.—Notwlthstanding any
olher provision of law, it shall not be In
order In the Senate or the House of Repre-
sentatives to consider—

"( 1) any concurrent resolution on the
budget for any fIsa1 year. or any amend-
ment thereto or conference report thereon,
that assumes or contains In the aggregate
thtals or functional categories provided for
by section 301(a) any amount of transporta-
tion-related budget authority or ansporta-
tion-related budget outlays from the High-
way Trust Fund, the Airport and Airway
Trust Fund, the Inland Waterways Trust
Fund, or the Harbor Maintenance Trust
Fund;

(2) any concurrent resolution on the
budget for any fiscal year, or any amend-
ment thereto or conference report thereon,
that contains reconciliation Instructions
with respect to tzansportMon-related oper-
BUons of the Highway Trust Fund, the Air-
port and Airway Trust Fund, the Inland
Waterways Trust Fund, or the Harbor
Maintenance Trust Fund, or

"(3) any reconciliation bill or reconcilia-
tion resolution reported pursuant to a con-
current resolution on the budget agreed to
under section 301 or 304, or a resolution
pursuant to sectIon 254(b) of the Balanced
Budget and Emergency Deficit Contro] Act
of 1985, or any amendment thereto or con-
ference report thereon, that contains recom-
mendations with respect to transportation-
related operations of the Highway Trust
Fund, the Airport and Airway Trust Fund,
the In1a-id Waterways Trust Fund, or the
Harbor Maintenance Trust Fund.'.

(4) Cooitii ENFORCEME PROCE
DVBEs.—Sectlons 301(c), 301(d), 302(a),
302(b), 302(c), 302(f), 303(a), 311(a), and 402
of the Congretona1 Budget and Impound-
ment Control Act of 1974 shall not apply to
any bill, resolution, or amendment (Includ-
Lng a conference report thereon) which pro-
vdes budget authority, contract authority.
or budget outlays from the Highway Trust
Fund or the Airport and Airway Trust
Fund.
SEC. 4O5. SENSE OF CONGRESS THAT TRANSPORTA-

TION TAXES SHOULD RE DEDICATED
TO TflE TRA.NSPORTATION TRuST
FUNDS.

(a) FnfDnccs.—Co,gre5s finds that—
(1) highway motor fuel taxes snd aviation

user taxes have In the past been dedicated
to the Highway and Airport and Airway
Trust Funds and have consequently been
used exctustveli for the development of the
surface transportation and aviation systems:

(2) extraordinary budget pressures have
led to consideration of the need for tempo-
rary, 5-year highway motor fuels taxes and
aviation user taxes for deficit reduction In
order to help resolve the budget crisis; and

(3)11 any portion of these taxes Is used for
deficit reduction, thi8 use should be tempo-
rary so that we can return as soon as sal-
ble to the dedicated user fee principle .n
order to ensure fairness to the highway and
aviation users and to ensure that needed In-
frastructure trnprovements are made.

(b) Sixsz op CowaEss,—It Is the sense of
Congress that—

(1) Congress reaffirn the principle that
all highway motor fuel taxes and aviation
user taxes should be depo1ted in the High-
way and Airport and Airway Trust Funds,
respectively, and all amounts In these Trust
Funds should be made available for ob)tga-
Uon for surface transportation and aviation
programs, respectively, ..nd not for deficit
reduction and

(2) tn the event thai any portion of these
taxes Is used for deficit reduction during the
b-year period beginning with ftscal year
1991. the Congress shou]d return to the
dedicated user fee principle as soon as posi-
ble but no later than the end of fiscal year
1995,

Subtitle F—Water Resources

EEC. 601. £NVIRONMNTAL PtOTTION ACENCT
FEE&

(a) ASsESsMENt AND CoulcrzoN,—The Ad-
ministrator of the Environment&1 Protec-
tion Agency shall, by regulation, assess end
collect fee5 and charges fcc services and ac-
tivities carried out pursuant to laws admin-
istered by the Environmental Proteetton
Agency.

- (b) AMor o FEES m C1ncEs.—Fees
and charges assessed pursuant to this sec-
tion shall be in such amounts as may be nec-
essary to ensure that the aggregate amount
of fees and charges collected pursuant to
thl& section—

(1) In ftsc&I year 1991 is not less than
$42,000,000; and

(2) in each of fiscal years 1992, 1993, 1994,
and 1995 Is not less than $.53,000,000.

(c) LIMITATION ON fts D CEABGEs FOR
ACrIvITIES UNDER FWPCA.—The maximum
aggregate anount of fees ,.nd charges which
may be assessed and coilected pursuant to
this secthn in a fiscal year for services and
activities carried out pursuant to the Feder-
al Water Pollution Contjol Act is
$10,000,000.

(d) USE OF Fs.—Pees xid charges coilect-
ed pursuAnt to this 9ecUon sh&1l be deposit-
ed into a special account for envrcnmentsJ
services In the Treasury of the United
tates. Subject to appropriations Acts such
fundE shall be ftvailable to the Environmen-
tal Protection Agency to carry out the ac-
tisities for whtch 8uch fees and charges are
collected. Such funds shall remain available
until expended.

92. 8TUDY 0? AND LIMITATION ON CERTAiN
CORPS OF ENGINEEES FEES.

(a) STUDY AND RPoaT.—The Secretary of
the Army shall conduct a study of fees col-
lected in connection with Lhe processing and
Issuance 01 permits and with any other form
of approval required pursuant to sectIon 404
of the Federal Water PoiluUon Coatrol Act
or section 10 of the Rlver8 and Harbors Ap-
proprlatlon8 Act of 1899. The Secretary
shall ti-annit to Congresz a report on the
resulls of such study not later than 80 days
after the daLe of the enacUnent of this Act.

(b) LIKrYArX0N ON ESTARLI5KJ.rrNr AND IM-
CREASES op CEBTAIN Fiis.—The Secretary of
the Army shall not tncrease the amount of
any fee decrf bed In subsection (a) or estab-
115h ny new sich f excei,t as subsequent-
ly provided by law.
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TITLE X—SCIENCE, SPACE, AN!)

TECHNOLOGY

Subtitle A—V.a Fees
C. 10001. NATIONAL OCEANIC AND ATMOSP}IERIC

ADMLMISTRjtT1ON USEI( FEES.
(a) AMimrs.—8ection 409 of the Na-

tional Aeronautics and Space Administra-
tion Authorization Act, Fisca1 Year 1989 is
amended—

(1) In subsection (a), by striking 'archived
by the National Environmental Satellite,
Data, and Information Service of" and in-
serting in lieu thereof "and Information and
products derived therefrom collected or ar-
chived by";

(2) in 8ubsection (b)(1)—
(A) by tr1king "provide data" and insert-

4ng In lieu thereof 'provide materials"; and
(B) by striking "data Is" and inserting in

lieu thereof "materials are";
(3) In subsection (b)(2), by striking 'data"

both places it appears and inserting in lieu
thereof "materials";

(4) in 8ubsection (b), by tnserting at. the
end the following new paragraph:

(3) The Secretary may waive the assess-
ment of fees authorized under subsection
(a) e.s necessary to continue to provide
weather warnings, watches, forecasts, arid
similar products and services essential to
the mission of the National Oceanic Atmos-
pheric Administration.";

(5) by amending sub6ectlon (d)(1) to read
as follows:

"(1) The Initial schedule of fees estab-
lished by the NaUonal Environmental Satel-
lite, Data, and Information Service before
the date of enactment of the Omnibus
Budget Reconciliation Act of 1990 shall
remain in effect for the 3-year period begin-
ning on the date that the fees under its
schedule take effect":

(6) In subsection (e), by striking "shall be
available to the National Environmental
Satellite, Data, and Information Service for
expenses incurred in the operation of its
data archive centers" and tnserting In lieu
thereof 'by the National Environmental
Satethte, Data, and Information Service
shall be available to the National Environ-
ment&l Satellite, Data, and Information
Service for expenses Incurred In its oper-
eIon'; and

(7) In subsection (g), by Inserting ", includ-
ing the authority of the Secretary under
section 1307 of title 44, UnIted States Code"
after "Atmospheric Administration",

(b) EFFECT OF A MENTS.—(1) The In-
crease In revenues to the United States at-
tributable to the amendments made by sub-
section (a) 6hall not exceed—

(A) $1,000,O()0 for fiscal year 1991;
(B) $2,000,000 for each of the fiscal years

1992, 1993, 1994. and i&95; and
(C) a cumulative total of $8,000,000 for

fl8cal years 1991 through 1995.
(2) Increases in revenues to the United

States described In paragraph (1) shall be
achieved by the Secretary of Commerce
through equitable increases th fees for serv-
ices offered by the various programs of the
Nationa' Oceanic and Atmospheric Adminis-
tration.

(3) The Secretary of Commerce shall
notify the Congress of any changes in fee
Rchedules under section 409 of the National
Aeronautics and Space Administration Au-
thorization Act, Fiscal Year 1989 before
such changes take effect.
SEC. 10002. NUCLEAR WASTE FLrND.

Section 302a(1) of the Nuclear Waste
Policy Act of 1982 (42 U.S.C. 10222(a)(1)) is
amended by adding at the end the follow-
ing: "Such contracts shall also provide for
payment to the Secretary of an additional
axnoimt that, in combination with the fee,
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reflects the fair market value of the services
for which expenditures are authorized
under subsection (d). The aggregate of the
additional amounts required by the previGus
sentence shall equal at least $5,000,000 for
each of the fiscal •years 1991, 1992, 1993,
1994, and 1995. but shall not exceed—

"(A) $6,000,000 for fiscal year 1992;
"(B) $7,000,000 for fiscal year 1993:
'(C) $8,000,000 for fiscal year 1994: and
'(D) $9,000,000 for fiscal year 1995.".

SEC. 10003. RADON MEASUREMENT PROFICIENCY.
La) REsRcH.—(1) The Administrator of

the Environmental Protection Agency
(hereafter in this section referred to as the
Admninistrator") shall, In conjunction with
other Federal agencies, conduct research to
develop, test, and evaluate radon and radon
progeny measurement methods and proto-
cols. The purpose of such research shall be
to assess the ability of those methods and
protocols to accurately assess exposure to
radon progeny. Such research shall In-
dude—

(A) conducting comparisons among radon
and radon progeny measurement tech-
niques, including techniques to measure at-
tached and unattached radon progeny and
the equilibrium of radon progeny to radon;

(B developing measurement protocols for
different building types under varying oper-
ating conditions; and

(C) comparing the exposures estimated by
stationary monitors and protocols to those
measured by personal monitors.

(2) The Administrator shall develop and
issue guidance documents that—

(A) provide information on the result-s of
research conducted under paragraph (1);
and

(B) describe model State radon measure-
ment and mitigation programs and include
an evaluation of existing State programs
and State controls that are designed to pro-
vide adequate assurance to the homeowner
that radon measurements are accurate.

(b) MANDATORY FROGRAM.—(1) The Admim
Istrator shall establish a mandatory pro-
gram requiring that—

(A) any product offered for sale, or device
used in connection with a service offered to
the public, for the measurement of radon
meets minimum performance criteria; and

(B) any operator of a device, or person em-
ploying a technique, used In connection
with a service offered to the public for the
measurement of radon meets a minimum
level of proficiency.
Such program shall Include procedures for
ordering the recall of any product sold for
the measurement of radon which does not
meet minimum performance criterta under
subparagraph (A), for ordering the discon-
tinuance of any service offered to the public
for the measurement of radon which does
not meet minimum performance criteria
under subparagraih (A), and establish ade-
quate quality assurance requirements for
cach company offering radon measurement
services to the public to follow.

(c) Usii FEE—The Administrator shall es-
tablish a schedule of user fees for persons
seeking certification under the program es-
tablished under subsection (b), with the
amount of such fees designed to cover the
operating and administrative costs of the
Environmental Protection Agency for carry-
ing out such program with respect to such
persons.

(d) UsE OF FUNDs—Amounts received for
user fees under subsection (c) shall be de-
posited in a Radon Service Account estab-
lished in the Treasury of the United States
for use by the Administrator, to the extent
provided in appropriations Acts. in c&rrying
out the program established under subsec-
tions (a) and (b).
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(e) REPORT To CoNGiss.—The Admnlnistra-

tor, in consultation with other Federal
agencies, shall evaluate current efforts to
promote radon testing, and shall report to
Congress by October 1, 1991 on ways to Im-
prove the effectiveness of alternative strate-
gies for promoting such testing. including
consideration of—

(1) grants to support development of
radon testing strategies by States:

(2) financial incentives:
(3) disclosure regarding radon during real

estate transactions:
(4) public education; and
(5) mandatory testing. especially for feder-

ally-related properties.
In preparing this report. the Administrator
shall consult with concerned parties, includ-
ing public interest groups, health officials,
the radon industry. realtors, home builders,
and States.
SEC. 10001. DEPARTMENT OF ENERGY USER FEE

STUDY.

The Secretary of Energy shall undertake
a study of the Department of Energy's user
fee assessment and collection practices. and
shall make recommendations on ways to—

(1) reasonably increase revenues to the
United States through user fees, consistent
with the mission of the Department:

(2) assess user fees—
(A) for proprietary users on the basis of

fair market value principles; and
(B) for nonproprietary users on the basis

of full recovery of operational costs: and
(3) Improve user fee collection practices.

The Secretary of Energy shall submit a
report containing such findings and recom-
mendations to the Congress within 6
months after the date of enactment of this
Act. There are authorized to be appropri-
ated to the Secretary of Energy for carrying
out this section not to exceed $500,000 for
fiscal year 1991, from funds otherwise avail-
able to the Department of Energy.
SEC. 10005. NATIONAL AERO1AUT1CS AND SPACE

ADMINISTRATION USER FEE STUDY.
The Administrator of the National Aero-

nautics and Space Administration shall un-
dertake a study of the National Aeronautics
and Space Administrations user fee assess-
ment and collection practices, and shall
make recommendations on ways to—

(1) reasonably increase revenues to the
United States through user fees consistent
with the National Aeronautics and Space
Administrations mission;

(2) assess user fees on the basis of fair
market value principles: and

(3) improve user fee collection practices.
The Administrator shall submit a report
containing such findings and recommenda-
tions to the Congress within 6 months after
the date of enactment of this Act. There are
authorized to be appropriated to the Admin-
istrator of the National Aeronautics and
Space Administration for carrying out this
section not to exceed $500,000 for fiscal year
1991, from funds otherwise available to the
National Aeronautics and Space Administra-
tion.
SEC. 10006. DEPARTMEN7 OF TRANSPORTATIO.'

COMMERCIAL SPACE LAUNCH STUDY.
The Secretary of Transportation shall un-

dertake a study of options for the assess-
ment and collection of licensing fees under
the Commercial Space Launch Act (49
U.S.C. App. 2601 et seq.) and shall make rec-
ommendations on ways to—

(1) offset outlays required by the Govern-
ment to carry out the Commercial Space
Launch Act:

(2) assess fees on the basis of revenues
generated by activities carried out pursuant
to a jictnse issued by the Secretary under
such Act; and
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(3) maintain the competitiveness of the

commercial space launch industry.
The Secretary shall submit a report con-
taining such findings and recommendations
to the Congress within 6 months after the
date of enactment of this Act. There are au-
thorized to be appropriated to the Secretary
of Transportation for carrying out this sec-
tion not to exceed $500,000 for fiscal year
1991, from funds otherwise available to the
Department of Transportation.
SEC. 10007. NATIONAL INSTITL7E OF STANDARDS

AND TECHNOLOGY USER FEE STUD',.

The Secretary of Commerce shall under-
take a study of the National Institute of
Standards and Technology's user fee assess-
ment and collection practices and shall
make recommendations on ways to—

(1) reasonably increase revenues to the
United States through user fees. consistent
with the mission of the Institute;

(2) offset outlays incurred by the Govern-
ment in administering the Institutes con-
tract and award programs;

(3) assess user fees—
(A) for proprietary users on the basis of

fair market value principles; and
(B) for nonproprietary users on the basis

of full recovery of operational costs: and
(4) Improve user fee collection practices.

The Secretary of Commerce shall submit a
report containing such findings and recom-
mendations to the Congress within 6
months after the date of enactment of this
Act. There are authorized to be appropri-
ated to the Secretary of Commerce for car-
rying out this section not to exceed $500,000
for fiscal year 1991, from funds otherwise
available to the National Institute of Stand-
ards and Technology.

Subtitle B—Aviation Safety and Capacity
Expansion

SEC. 10101. SHORT TITLE: TABLE OF CONTENTS.
(a) SHORT Tjrti.—This subtitle may be

cited as the "Aviation Safety and Capacity
Expansion Act of 1990.

(b) TAIE OF CorniTs.—

Sec. 10101. Short title: table of contents.
Sec. 10102. Construction of firefighting

training facilities.
Sec. 10103. Declaration of policy.
Sec. 10104. Airport improvement program.
Sec. 10105. Airway improvement program.
Sec. 10106. FAA operations.
Sec. 10107. Operation and maintenance of

aviation system.
Sec. 10108. Weather service.
Sec. 10109. Military airport program.
Sec. 10110. Passenger facility charges.
Sec. 10111. Reduction in airport Improve-

ment program apportionments
for large and rnediu.m hub air-
ports Imposing passenger facili-
ty charges.

Sec. 10112. Use of PFC reduced apportion-
ment funds.

Sec. 10113. Small community air service pro-
gram.

Sec. 10114. State block grant pilot program.
Sec. 10115. Auxiliary flight service station

program.
Sec. 10116. Airport and airway improve-

ments for the Virgin Islands.
Sec. 10117. Engine condition monitoring sys-

terns.
Sec. 10118. Procurement authority.
Sec. 10119. Expanded east coast plan.
Sec. 10120. Transfer of format of geodetic

navigation information.
Sec. 10121. Severability.
Sec. 10122. Buy America.
Sec. 10123. Prohibition against fraudu'ent

use of made in America
labels.

Sec. 10124. Restrictions on contract awards.
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SEC. 10102. CONSTRUCTION OF FIREFIGHTINC

TRAINING FACILITIES.
Section 503(a)(2) of the Airport and

Airway Improvement Act of 1982 (49 U.s.c.
App. 2202(a)(2)) is amended—

(1) by striking "and" at the end of sub-
paragraph (B);

(2) by striking the period at the end of
subparagraph (C) and inserting"; and";' and

(3) by Inserting after subparagraph (C)
the following new subparagraph:

"(D) any acquisition of land for, or work
involved to construct, a burn area training
Btructure on or of f the airport for the pur-
pose of providing live fire drill training for
aircraft rescue and firefighting personnel
required to receive such training by a regu-
lation of the Department of Transportation,
including basic equipment and minimum
structures to support Buch training in ac-
cordance with standards of the Federal
Aviation Administration.".
SEC 10103. DECLARATION OF POLICY.

Section 502(a) of the Airport and Airway
Improvement Act of 1982 (49 U.S.C. App.
2201(a)) is amended—

(1) in paragraph (5) by inserting ", includ-
ing as they may be applied between catego-
ry and class of aircraft" after "discriminato-
ry practices"; and

(2) in paragraph (13) by Inserting and
should not unjustly discriminate between
categories and classes of aircraft" after "at-
tempted".
SEC. 10104. AIRPORT IMPROVEMENT PROGRAM.

Section 505 of the Airport and Airway Im-
provement Act of 1982 (49 U.S.C. App. 2204)
is amended—

(1) in subsection (a) by striking
"'13,816,700,000" and Inserting
'$13,916,700,000"; and

(2) in subsection (b) by striking "Septem-
ber 30, 1987" and Inserting "September 30,
1992".
SEC. 10105. AIRWAY IMPROVEMENT PROGRAM.

(a) Rz?tING OF AIRWAY PLAN.—Section
504(b)(1) of the Airport and Airway Im-
provement Act of 1982 (49 U.S.C. App.
2203(b)(1)) is amended by Inserting after
the second sentence the following new sen-
tence: 'For fiscal year 1991 and thereafter,
the revised plan shall be known as the
'Airway Capital Investment Plan'.".

(b) AIRWAY FACILITIES AND EQUIPMENr.—
The first sentence of section 506(a)(1) of
such Act (49 U.S.C. App. 2205(a)(1)) is
amended by striking "September 30, 1981,"
and a]] that follows through the period and
Insertthg the foflowlng "September 30,
1990, aggregate amounts not to exceed
$2,500,000,000 for fiscal year 1991 and
$5,500,000,000 for the fiscal years ending
before October 1, 1992.".
SEC. 1010€. FAA OPERATIONS.

Section 106 of title 49, United States Code,
is amended by adding at the end the follow-
ing new subsection:

"(k) AUm0RIzMtoN OF APPROPRIATIONS
FOR O1'KRATIoNs.—There is authorized to be
appropriated for operations of the Adminis-
tration $4,088,000,000 for fiscal year 1991
and $4,412,600,000 for fiscal year 1992.".
SEC. 10107. OPERATION AND MAINTENANCE OF

AvIATION SYSTEM.
(a) ELIMINATION OF PENALTY.—Section

506(c)(3)(BXi) of the Airport and Airway
Improvement Act of 1982 (49 U.S.C. App.
2205(cX3)(B)(i)) is amended—

(1) by Insertthg and" after "1989'; and
(2) by striking '$3,77O,O00,OOO" and a]]

that follows through "1992,".
(b) Puff1)fliG.—Section 506(c) of such Act

(49 U.S.C. App. 2205(c)) Is amended by
adding at the end the following new para-
graph:

"(4) FIscx. yws 1991-1993.—The amount
appropriated from the Trust Fund for the
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purposes of clauses (A) and (B) of para-
graph (1) of this subsection for each of
fiscal years 1991 and 1992 may not exceed—

"(A) 75 percent of the amount of funds
made available under section 505, subsec-
tions (a) and (b) of this section, and section
106(k) of title 49 United States Code, for
such fiscal year; less

"(B) the amount of funds made available
under section 505 and subsections (a) and
(b) of this section forsuch fiscal year.".
SEC. 10108. WEATHER SERVICE.

The second sentence of section 506(d) of
the Airport and Airway Improvement Act of
1982 (49 U.S.C. App. 2205(d)) is amended—

(1) by striking "and" the first place it ap-
pears and Inserting a comma; and

(2) by Inserting before the period the fol-
lowing: ", $34,521,000 for fiscal year 1991,
and $35,389,000 for fiscal year 1992".
SEC. 10109. MILTTARY AIRPORT PROGRAM.

(a) DECLARATION OF Poucy.—Section
502(a) of the Airport and Airway Improve-
ment Act of 1982 (49 U.S.C. App. 2201(a)) is
further amended—

(1) by striking "and" at the end of para-
graph (12);

(2) by striking the period at the end of
paragraph (13) and Inserting '; and"; and

(3) by adding at the end the following:
"(14) special emphasis should be placed on

the conversion of appropriate former mili-
tary air bases to civil use and on the identi-
fication and Improvement of additional
joint-use facilitieS.".

(b) Spr-AsIDE.—-Section 508(d) of such Act
(49 U.S.C. App. 2204(d)) is amended by
striking paragraph (5) and Inserting the fol-
lowing:

'(5) Miumi AIRPORT sEr-ASIDE.—Not less
than 1.5 percent of the funds made avail-
able under section 505 in each of fiscal years
1991 and 1992 shall be distributed durtng
such fiscal year to sponsors of current or
former military airports designated by the
Secretary under subsection (f) for the pur-
pose of developing current and former mill.
tary airports to improve the capacity of the
national air transportation system.

'(6) Rwi.ocATzoN.—If the Secretary de-
termineS that he will not be able to distrib-
ute the amount of funds required to be dis-
tributed under paragraph (1), (2), (3), (4), or
(5) of this subsection for any fIscal year be-
cause the number of qualified applications
submitted In compliance with this title is in.
sufficient to meet such amount, the portion
of such amount the Secretary determines
will not be distributed shall be available for
obligation during such fiscal year for other
airports and for other purposes authorized
by section 505 of this title.".

(c) DESIGJIATIOR o FoRu MILITARY AIR-
poRrs.—Section 508 of such Act is further
amended by adding at the end the following
new subsection:

"(f) DESIGNATION OP CURRENT OR FORMER
MIUTARY AXRJ'ORTS.—

'(1) DrcNArIoN.—The Secretary sha]]
designate not more than 8 current or former
military alrport8 for participation hi the
grant program established under subsection
(d)(5) and this subsection. At least 2 such
airports 8ha11 be designated within 6 months
after the date of the enactment of this sub-
section and the remaining airports shell be
designated for participation no later than
September 30, 1992.

'(2) SuRvE.—The Secretary shall conduct
a survey of current and former military air-
ports to identify which ones have the great-
est potential to Improve the capacity of the
national air transportation 8ystem. The
survey shall also identify the capital devel-
opment needs of such airports in order to
make them part of the national afr trans-
portation 8ystem and shall identify which
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capital development needs are eligible for
grants under section 505. The survey shall
be completed by September 30, 1991.

"(3) Li TATION.—In selecting airports for
participation in the program established
under subsection (d)(5) and this subsection
and in conducting the survey under para-
graph (2), the Secretary shall consider only
those current or former military airports
whose conversion in whole or in part to ci-
vilian commercial or reliever airport as part
of the national air transportation system
would enhance airport and air traffic con-
trol system capacity in major metropolitan
areas and reduce current and projected
flight delays.

"(4) PERIOD OF ELIGIBILITY.—Afl airport
designated by the Secretary under this sub-
section shall remain eligible to participate
in the program under subsection (d)(5) and
this subsection for the S fiscal years follow-
ing such designation. An airport that does
not attain a level of enplaned passengers
during such 5 fiscal year period which quail-
fies it as a small hub airport as defined as of
January 1, 1990, or reliever airport may be
redesignated by the Secretary for participa-
tion in the program for such additional
fIscal years as may be determined by the
Secretary.

'(5) ADDITXONAL FUNDING.—Notwithstand-
ing the provisions of section 513(b), not to
exceed $5,000,000 per airport of the sums to
be distributed at the discretion of the Secre-
tary under section 507(c) for any fiscal year
may be used by the sponsor of a current or
former military airport designated by the
Secretary under this subsection for con-
truction, improvement, or repair of termi-
nal building facilities, including terminal
gates used by aircraft for enplanthg and de-
planing revenue passengers. Under no cir-
cumstances shall any gates constructed, im-
proved, or repaired with Federal funding
under this paragraph be subject to long-
term leases for periods exceedIng 10 .years
or majority In interest clauses.".
SEC. 10110. PASSENGER FACILITY CHARGES.

Section 1113 of the Federal Aviation Act
of 1958 (49 U.S.C. App. 1513)is amended—

(1) in subsection (a) by Inserting "except
as provided in subsection (e) and" before
"except that"; and

(2) by adding at the end the following new
subsection: -

"(e) AUTHORITY POR IMPOSITION OF PAssEN-
GER FAcIurw CHARGES.—

"(1) IN azrzA1..—Subject to the provisions
of this subsection, the Secretary may grant

public agency which controls a commer-
cial service airport authority to Impose a fee
of $1.00, $2.00, or $3.00 for each paying pas-
senger of an air carrier enplaned at such air-
port to finance eligible airport-related
projects to be carried out in connection with
such airport or any other airport which
such agency controls. For purposes of this
subsection, financing an eligible a!rport're-
lated project Includes making payments for
debt service on bonds and other indebted-
ness Incurred to carry out such project.

'(2) Usz OP REVENUES AND RZLATIONSNIP BE-
TWEEN FEES AND RZvENuEs.—The Secretary
may grant a public agency which controls a
commercial service airport authority to
Impose a fee under this subsection to ii-
nace specific projects only if the Secretary
finds, on the basis of an application submit-
ted for such authority—

"(A) that the amount and duration of the
proposed fee will result In revenues (includ-
ing interest and other returns on such reve-
nues) which do not exceed amounts neces-
sary to finance the specific projects; and

"(B) that each of the specific projects is
an eligible airport-related project which
will—
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"CI) preserve or enhance capachy, safety,

or security of the national a transporta-
tion system.

"(0) reduce noise resulting from an air-
port which Is port of such system, or

"(Iii) furnish opporttmlties for enhanced
competition between or among air carriers,

'13) LINTTATTOW ana*anzao sssucma 0?
SIB CAIBIBRE IscEIVrRO ESSENTIAL AIR IREV-
WE CovssATioa,—It a passenger of an air
carrier Is being provided air service to an eli.
gible point under sectIon 419 for which corn-
pensatlon Is being paid under such section, a
public agency which controls any other air•
port may not Impose a fee pursuant to this
subsection for enpiariement of such passen-
ger with respect to such air service.

'14) LIMrrATION RmARDIWO OBLIGATIONS.—
No fee may be imposed pursuant to this sub-
section for a project which is not approved
by the Secretary under this subsection on or
before September 30, 1992—

"(A) if, during fIscal years 1991 and 1992,
the amount available for obligation, In the
aggregate, under section 505 of Airport and
Airway Improvement Act of 1982 is less
than $3,700,000,000; or

"(BXI) if, durtng fiscal year 1991, the
amount available for obligation, In the ag-
gregate, under section 419 is less than
$28,600,000; or

"(If) if, during fIscal year 1992. the
amount available for obligation, In the ag-
gregate, under section 419 Is less than
$38,600,000.

"(5) Two flFPLAJEMZNTS P YET? LIM?TA-
TION.—Enplaned passengers on whom a fee
may be Imposed by a public agency pursu-
ant to this subsection include passengers of
air carriers originating or connecting at the
commercial service airport which the
agency controls, A fee may not be collected
pursuant to this subsection front a passen-
ger with respect to any enplanement of such
passenger, on a one-way trip and on a trip In
each direction of a round trip, after the
second enplanement for which a fee has
been coUected pursuant to this subsection
from such passenger.

"(6) TREATHENT 0?
derived from collection of a fee by a public
agency pursuant to this subsection shall not
be treated as airport revenues for the pur-
poses of any contract between such agency
and an air carrier.

"(7) EXCLUSIVITY 0? AUTH0RITY,—No State
or political subdivision or agency thereof
which is not a public agency controlling a
commercial service airport shall prohibit,
limit, or regulate the Imposition of fees by
the public agency pursuant to this subsec.
tion, collection pf such fees, or use of reve-
nues derived therefrom, No contract be-
tween an air carrier and a public agency
which controls a commercial service airport
entered into before, on, or after the date of
the enactment of this subsection shall
affect the authority of the public agency to
Impose fees pursuant to this subsection and
to use the revenues derived from such fees
in accordande with this subsection.

"(8) NowxxcLusivry of coSTIAcTUAL
auargMgaTs.—No project carried out
through the use of a fee collected pursuant
to this subsection may be subject to an ex-
clusive long-term lease or use agreement of
an air carrier, as defined by the Secretary
by regulation, Any lease or use agreement
of an air carrier with respect to a facility
constructed or expanded through the use of
such fee may not contain or be subject to
any term or condition which restricts the
public agency which controls the airport
from funding, developing, or assigning new
capacity at the airport,

"(9) Couzcnoa *n -swrousu or rem rr
AIR cARRIERs—The regulations issued by the
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8eeretary to carry out this subsection
shall-

'1A) require 'aIr carriers and their agents
to collect fees imposed by public agencies
pursuant to this subsection;

'13) establIsh procedures regarding han-
lng and remittance of the amounts so col-
lected;

"(C) ensure that such amounts are
promptly paid to the public agency for
which they are collected less a uniform
amount determined by the Secretary as re-
fleeting average necessary and reasonable
expenses (net of Interest accruing to the air
carrier and agent after oollection and prior
to remittance) incurred In the collectioü and
handling of such fees, and

'ID) require that the amount of fees col-
lected pursuant to this subsection with re-
spect to any air transportation be noted on
the ticket for such air transportation.

"(10) APrUCATI0N mocxss.—
"LA) SUBMISSION.—A public agency which

controls a conimercia) service airport and Is
Interested In imposing a fee pursuant to this
subsection shall submit to the Secretary an
application for authority to Impose such
fee.

"(B) CoNraiiv,—An application submitted
under this paragraph shall contain such In-
formation and be hi such form as the Secre-
tary may require by regulation.

'IC) OpPORrUNrrr FOR coNsm,TATI0N.—
Before submission of an application under
this paragraph, the public agency must pro-
vide reasonable notice to, and an opportuni-
ty for consultation with, air carriers operat-
ing at the airport.

"(D) No'ricr ARD OFPQRruxIi FOR COM
ssvrr,—After receiving an application under
this paragraph, the Secretary shall provide
notice and an opportunity for comment by
air carriers and other interested persons
concerning such application.

"(s) APvRov'i,,—A fee may only be Im-
posed pursuant to this subsection If the Sec•
rotary approves an application granting au•
thority for the Imposition of such fee, Not
later than 120 days after the date of receipt
of such an application, the Secretary shall
make a final decision regarding approval of
such application.

"(11) REcoiwxxErIwG AND AuDrrs.—
"(A) WITH assprcr To cou,Ec'rIoN 0?

FEEs—The Secretary shall issue regulations
requiring such recordkeeplng and auditing
of accounts maintained by an air carrier and
any agency thereof which Is collecting a fee
Imposed pursuant to this subsection and by
the public agency which is Imposing such
fee as may be necessary to ensure compli-
ance with thIs-subsectIon.

"(B) WIrn RESPWT TO USE 0? REVENUES,—
The Secretary shall periodically audit arid
review the use by a public agency which
controls an airport of revenues derived from
a fee imposed pursuant to this subsection.
Upon such review and after a public hear•
Ing, the Secretary may terminate the an-
thortty of such agency to Impose such fee,
in whole or in part, to the extent the Secre-
tary determines that revenues derived
therefrom are not being used In accordance
with this subsection.

'IC) 8ev-or, —If the Secretary determines
that a fee imposed pursuant to thIs subsec-
tion Is excessive or that the revenues de-
rived from such fee are not being used In ac-
cordance with this subsection, the Secretary
may set off such amounts as may be neces-
sary to eswure compliance with this subsec.
turn against amounts otherwise payable to
the public agency under the Airport and
Airway Improvement Act of 1982.

'112) Truss San COJeDITIOWS.—AUthQrlty
granted to Impose a fee pursuant to this
subsection shall be subject to such terms
and conditions as the Secretary may estab.
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listi to carry out the objectives of this sub-
section.

'113) ISSVANCE 0? REGULAfl0N5.—Not later
than 180 days after the date of the enact-
ment of this subsection, the Secretary shall
issue such regulations as may be necessary
to carry out this subsection. Such regula.
tions may prescribe the time and form by
which a fee imposed pursuant to this sub'
section shall take effect,

"Ui) DENTWXTI0N5.—For purposes of this
subsection, the following definitions apply:

"(A) Asa cAalassa.—The term 'air carrier'
includes a forelgn.air carrier.

"(B) AIRPORT, COMMERCIAL SERvICE sce-
roar, Asu PUBJ.IC AGENcY.—The terms 'air-
port', 'commercial service airport', and
'public agency' have the meaning such
terms have under sectIon 503 of the Airport
and Airway Improvement Act of 1982.

"(C) ELIGIBLE ArRrOe'r-RELATEB PROJECT,—
The term 'eligible airport-related project'
means-

"U) a project for airport development
under the Airport and Airway Improvement
Act of 1982;

"(Ii) a project for airport planning under
such Act.

"(iii) a project for terminal development
described in section 513(b) of such Act;

"CIV) a project for airport noise capability
planning under section 103(b) of the Avia-
tion Safety and Noise Abatement Act of
1979',

"(v) a project to carry out noise compat-
ibility measures which are eligible for assist-
ance under section 104 of the Aviation
Safety and Noise Abatement Act of 19'79
without regard to whether or not a program
has been approved for such measures under
such section: and

"(vi) a project for construction of gates
and related areas at which passengers are
en planed or deplaned.

"(D) SEcREmRy.—The term 'Secretary'
means the Secretary of Transportation.".
SEC. loin. REDUCTION IN AIRPORT IMPROVEMENT

PtO(.RAM APPORTIONMENTS FOR
LASGE AND MEDIUM 1118 AIRPORTS
IMPOSING PASSENGER FACILITY
C&L4RGES.

Section 507(b) of the Airport and Airway
Improvement Act of 1982 (49 U.S.C. App.
2206(b)) is amended by adding at the end
the following new paragraph:

'17) Rmucrloic uc aproarioxvzin-s To CER-
tAIN LARGE AND MIUM OWES.—

'IA) GsAL [CULL—The amount which,
but for this paragraph, would be appor-
tioned under this section for a fIscal year to
a sponsor of an airport that annually has
0.25 percent or more of the total annual en-
planements In the United States and for
which a fee is Imposed in such fiscal year
pursuant to section 1113(e) of the Federal
Aviation Act of 1958 shall be reduced by an
amount equal to 50 percent of the projected
revenues derived from such fee In such
fiscal year.

"(B LmsrrArIo!c.—The maximum reduc-
tion In an apportionment to a sponsor of an
airport as a result of this paragraph in a
fiscal year shall be 50 percent of the
amount which, but for this paragraph,
would be apportioned to such airport under
this section.".
SEC. 10112. USE OF PFC REDUCED APORTIONMEN?

NDs,
(a) ADDITION 0? FUNDS TO EXISTING Dis-

CRETIONARY FUND—Section 50'T(cXl) of the
Airport and Airway Improvement Act of
1982 (49 U.S.C. App. 2208(cXl)) Is amended
by inserting after the first sentence the fol-
lowing new sentence: "Twenty-five percent
of the amounts which are not apportioned
under this section as a result of subsection
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(b)7) shall be added to such discretionary
fund.".

(b) SMALL AIRPoRT FvND.—Section 507 of
Such Act is axnended by redesignating sub-
sections (d) and (e), and any references
thereto, as subsections (e) and (f), respec-
tively, and by inserting after subsection (c)
the following new subsection:

"(d) SMALL AIRPoRT FUND.—
"(1) E5TusHM!NT.—Seventy-five percent

of the amounts which are not apportioned
under this section as a result of subsection
(b)(7) shall constitute a small airport fund
to be distributed at the discretion of the
Secretary.

"(2) SET-A5IDK FOR GENERAL AvIATIoN AIR-
poRTs—One-third of the amounts in the
small airport fund established by this sub-
section and distributed by the Secretary
under this subsection in a fiscal year shall
be used for making grants to sponsors of
public-use airports (other than commercial
service airports) for any purpose for which
funds are made available under section 505.

"(3) Srr-swE FOR NONHUB AIRPORTs.—
Two-thirds of the axflounts in the small air-
port fund established by this subsection and
distributed by the Secretary under this sub-
section in a fiscal year shall be used for
making grants to sponsors of commercial
service airports each of which annually has
less than 0.05 percent of the total annual
enplanements in the United States for any
purpose for which funds are made available
under section 505.",

(c) PROHIBITION ON REDUcED FUNDING—It
is the sense of Congress that the Secretary
should not reduce funding under the discre-
tionary fund established under section
507(c) of the Airport and Airway Improve-
ment Act of 1982 for small commercial serv-
ice and general aviation airports as a result
of additional funds made available to such
airports under this section, including
amendments made by this section.
SEC. 10113. SMALL COMMUNITY AIR SERVICE PRO-

GRAM.

(a) DEFINITION OF ELIGIBLE PoINT.—Sec
tion 419(a) of the Federal Aviation Act of
1958 (49 U.S.C. App. 1389(a)) is amended to
read as follows:

"(a) ELIGIBLE POINT DEFINED.—
"(1) GENERAL RULE—For purposes of this

section, the term 'eligible point' means any
point in the United States—

'(A) which was defined as an eligible
point under this section as in effect before
October 1, 1988;

"(B) which received scheduled air trans-
portation at any time after January 1, 1990;
and

'(C) which is not listed in the Department
of Transportation Orders 89-9-37 and 89-
12-52 as being a point no longer eligible for
compensation under this section.

'(2) LIMITATION ON U5K OF PER PAsSENGER
sUBsIDY—The Secretary may not determine
that a point described in paragraph (1) is
not an eligible point on the basis of the per
passenger subsidy at the point or on any
other basis not specifically set forth in this
section.".

(b) FUNDING.—
(1) IN GE?iERAL.—Section 419 of such Act is

amended by redesign.atlng subsection (1),
and any reference thereto, as subsection (m)
and by inserting after subsection (k) the fol-
lowing new subsection:

'(1) FUNDING.—
"(1) CONTRACT AUThORItY—The Secretary

is authorized to enter into agreements and
to incur obligations from the Airport and
Airway Trust Fund for the payment of com-
pensation under this section. Approval by
the Secretary of such an agreement shall be
deemed a contractual obligation of the
United States for payment of the Federal
share of such compensation.

"(2) AMowrrs AVAILABLE.—There shall be
available to the Secretary from the Airport
and Airway Trust Fund to incur obligations
under this section $38,600,000 per fiscal year
for each of fiscal years 1992, 1993, 1994,
1995, 1996, 1997, and 1998. Such amounts
shall remain available until expended.".

(2) EmCTIvE DATL—The amendment
made by paragraph (1) shall take effect Oc-
tober 1, 1991.

(c) CONFORMING AMENDMNT5 —Section
333 of Public Law 100-457 and section 325(a)
of Public Law 101-164 are repealed.
SEC. 10114. 81'ATE BLOCK GRANT PILOT PROGRAM.

Section 534 of the Airport and Airway Im-
provement Act of 1982 (49 U.S.C, App. 2227)
is amended—

(1) in subsection (a) by striking '1991"
and Inserting '1992"; and

(2) in subsection (d) by striking 'not later
than 90 days before its scheduled termina-
tion" and Inserting not later than January
31, 1992".
SEC. 10115. AUXILIARY FLIGHT SERVICE STATION

PROGRAM.

(a) GENEBAL RULE.—The Secretary of
Transportation shall develop and imple-
ment a system of manned auxiliary flight
service stations, The auxiliary flight service
stations shall supplement the services of the
planned consolidation to 61 automated
flight service stations under the flight serv-
ice station modernization program. Auxilia-
ry flight service stations shall be located in
areas of unique weather or operational con-
ditions which are critical to the safety of
flight,

(b) REPORT Tp CONGRESS—Not later than
180 days after the date of the enactment of
this Act, the Secretary of Transportation
shall report to Congress with the plan and
schedule for implementation of this section.
SEC. 10116. AIRPORT AND AIRWAY IMPROVEME1'S

FOR THE VIRGIN ISLANDS.

(a) AIR SPACE Srtmy.—The Administrator
of the Federal Aviation Administration
shall conduct an air spare study of the Car-
ibbean and Miami air traffic control regions
for the purpose of determining methods of
improving air safety and report to Congress
the results of such study.

(b) OPERATIONS OF AIRPORT Towrs FOR
ST. TEOMA5 AND ST. CRoIx—The Adminis-
trator may not enter into contracts with pri.
vate persons for operation of the airport
control towers for St. Thomas and St. Croix,
Virgin Islands, before the 30th day follow-
ing the date on which a report is submitted
to Congress under subsection (a).

(c) REP1_kCEME1T OF RADAR FACILITIEs FOR
ST. ThoMAs—The Administrator shall take
such action as may be necessary to ensure
that the radar facilities for the airport on
St. Thomas, Virgin Islands, which were de-
stroyed by Hurricane Hugo are replaced and
operational by the 120th day following the
date of the enactment of this Act.
SEC. 10117. ENGINE CONDITION MONITORING SYS-

TEMS.
(a) SnJDy.—The Administrator of the Fed-

eral Aviation Administration shall conduct a
study of the potential use of engine condi-
tion monitoring systems on aircraft. In con-
ducting such study, the Administrator shall
evaluate—

(1) the availability of technology for such
systems;

(2) the capabilities of such systems in
terms of enhancing safety and reducing
maintenance costs associated with civil and
military aircraft;

(3) the commercial viability of developing
computer software to enable maintenance
workers to efficiently use data gathered by
such systems;

(4) the costs and benefits of using such
systems as compared to engine fault detec-
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tion methods which rely on the use of data
relating to historical performance and sta-
tistical failure:

(5) the types of aircraft engine failures
which may be prevented by using such sys-
tems; and

(6) the operational reliability of such sys-
tems.

(b) REPORT TO CONGRESS.—NOt later than
12 months after the date of the enactment
of this Act, the Administrator shall transmit
to Congress a report containing the results
of the study conducted pursuant to this sec-
tion together with such legislative and ad-
ministrative recommendations as the Ad-
ministrator considers appropriate.
SEC. 1011$. PROCUREMENT AUTHORITY.

(a) IN GENiAL.—Section 303 of the Feder-
al Aviation Act of 1958 (49 U.S.C. App. 1344)
is amended to read as follows:
SEC. 303. PROCUREMENT AUTHORITY.

"(a) ACQUISITION AND DISPOSAL OF PROPER-
ry.—Subject to subsection (b), the Adminis-
trator, on behalf of the United States, is au-
thorized, where appropriate—

"(1) within the limits of available appro-
priations made by the Congress therefor, to
acquire by purchase, condemnation, lease
for a term not to exceed 20 years, or other-
wise, personal property or services and real
property or interests therein, including, in
the case of air navigation facilities (includ-
ing airports) owned by the United States
and operated under the direction of the Ad-
ministrator, easements through or other in-
terests in airspace immediately adjacent
thereto and needed in connection therewith;

(2) for adequate compensation, by sale,
lease, or otherwise, to dispose of any real or
personal property or interest therein;
except that, other than for airport and
airway property and technical equipment
used for the special purposes of the Federal
Aviation Administration, such disposition
shall be made in accordance with the Feder-
al Property and Administrative Services Act
of 1949; and

"(3) to construct, improve, or renovate lab-
oratories and other test facilities and to pur-
chase or otherwise acquire real property re-
quired therefor.

'(b) SPECIAL RULES FOR CERTAIN ACQUISI-
TIONS.—

"(1) ACQUISITIONS BY CONDEMNATIoN.—y
acquisition by condemnation under subsec-
tion (a) may be made in accordance with the
provision of the Act of August 1, 1988 (40
U.S.C. 257; 25 Stat. 357), the Act of Febru-
ary 26, 1931 (40 U.S.C. 258a-258e-1; 46 Stat.
1421), or any other applicable Act; except
that, in the case of condemnations of ease-
ments through or other interests in air-
space, in fixing condemnation awards, con-
8ideration may be given to the reasonable
probably future use of the underlying land.

"(2) ACQUISITIONS OF PUBLIC BUILDINGS.—
The Administrator may, under subsection
(a) construct or acquire by purchase, con-
demnation, or lease a public building, or in-
terest in a public building (as defined in sec-
tion 13 of the Public Buildings Act of 1959
(40 U.S.C. 612)) only under a delegation of
authority from the Administrator of Gener-
al Services.

'(c) PROCUREMENT PRocuBXS.—In pro-
curing personal property or services and
real property and interests therein under
subsection (a), the Administrator may use
procedures other than competitive proce-
dures in circumstances which are set forth
in section 303(c) of the Federal Property
and Administrative Services Act of 1949 (41
U.S.C. 253(c)).

"(d) SoLZ SouRcE APPROvAL BY ADMINIS-
TRATOR.—FOr procurements by the Federal
Aviation Administration, the Administrator
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shall be the senior procurement executive
referred to In paragraph (3) of section 18 of
Office of Federal Procurement Policy Act
(41 USC. 414) for the purposes of approv-
ing the justification for the use of noncom.
petitive procedures required under section
303(f)(1XB)Ufl) of the Federal Property and
Administrative Services Act of 149 (4.1
U.S.C. 253(fXlXB(1ll)),

H(e) Mni,rsmut Smvtca Cowmcrs.—
"1) 11, cnemas..—Notwfthetandlng section

1$Ilta)(1XB) of title 31. UnIted States Code.
the Administrator may enter into contracts
for periods of not more than 5 yeara for the
following type, of services (and items of
mspply related to such services) for which
funds would otherwise be available for obli-
gation only within the fiscal year for which
appropriated—

"(A) operation, maintenance, and support
of facilities and Installations;

"(B) operation, maintenance, or modifica-
tion of alrcrft, vehicles, end other highly
complex equipmen

"(C) specialized training necessitating
high quality Instructor skills (for example,
pilot and alrcrew minhers foreign language
training); end

"(D) base wrvices (for example ground
maintenance, In-plane refueling; bus teens-
portatlon rofuse collection and dlspoesfl.

"(2) FUqDIZqOL—T1Ie Administrator may
enter into a contract described In paragraph
(1) only if the AdmlnI.j' finds that—

"(A) there will be a continuing require-
ment for the services consonant with cur-
rent plans for the proposed contract period;

"(B) the furnishing of such services will
require a substantial Initial investment in
plant or equipment, or the Incurrenee of
ubstantial contingent liabilities for the as-

sembly, training, or transportation of a spe-
cialized workforce; and

"(C) the use of such a contract will pro-
mote the best Interests of the United States
by encouraging effective competition and
promoting economies in operation.

"(3) Guwuics ramcu'm,—In entering
into contracts described in paragraph (1).
the Administrator shall be guided by the
following principles:

"(A) The portion of the coat of any plant
or equipment amortized as a coat of contract
performance should not exceed the ratio be-
tween the period of contract performance
and the anticipated useful commercial life
of such plant or equipment. Useful conuner-
del life, for this purpose, means the com-
mercial utility of the facilities rather than
the physical life thereof, the due consider-
ation given to such factors a, location of fa-
cilities, specialized nature thereof, end obso-
lescence.

"(B) Consideration shall be given to the
desirability of obtaining an option to renew
the contract for a reasonable period not to
exceed 3 years, at prices not to Include
charges for plant, equipment, and other
nonrecurrfrg costs, already amortized,

"(C) Consideration shall be given to the
desirability of reserving in the Federal Avia-
tion Administration the right, upon pay-
ment of the unamortized portIon 01 the cost
of the plant or equli5ment, to take title
thereto under appropriate circumstances,

"(4) Tsastriqii'iow—In the event funds are
not made available for the continuation of a
contract described in paragraph (1) into a
subsequent fIscal year, the contract shall be
canceled or terminated, and the costs of
cancellation or termination may be paid
from—

"(A) appropriations originally available
for the performance of the contract con-
cerned;

"(B) appropriations currently available
fr procurenent of the type of services con-
cerned, and not otherwise obligated; or

"(C) funds appropriated fr those pay-
ments,

"a) Mvi.vrrasa POi"saTT Aceuismoa

"(1) Ia OSNusAL.—Notwlthstandlng section
1341(aX1XB) of title 31, UnIted States Code,
to the extent that funds ate otherwise avail-
able for obligation, the Administrator may
make multlyear contracts (other than con-
tracts described in paragraph (6)) for the
purchase of property, whenever the Admin-
istra finds-

"(A) that the use of such a contract will
promote the safety or efficiency of the Na-
tional Airspace System and will result in re-
duced total costs under the contract;

"(B) that the minimum need for the prop-
erty to be purchased Is expected to remain
substantially unchanged during the contem-
plated contract period in terms of produc-
tion rate, procurement rate, and total quasi-
tfties

"(C) that there Is a reasonable expecta-
tion that throughout the contemplated con-
tract period the Administrator will request
funding for the contract at the level re-
quired to avoid contract cancellation:

"CD) that there Is a stable design for the
property to be acquired and that the techni-
cal risks associated with such property are
not exces,1ve and

"CE) that the estimates of both the cost of
the contract and the anticipated cost avoid-
ance through the use of a multlyear con-
tract are realistic.

"(2) Rsuui,avova.—
"(A) Gxewj. Ruii.—The Administrator

shall Issue regulations for acquisition of
property under this subsection to promote
the use of multlyesr contracting as author-
led by paragraph (1) In a manner that will
allow the most efficient use of multlyesr
COntran

"(B) Caaon.aarrox raovlsiow&—Th_e regu-
lations Issued under this paragraph may
Provide for cancellation provisions in mu]-
tlyear contracts de,crlbed in paragraph (1)
to the extent that such provisions are neces-
sary and in the best Interests of the United
States. Such cancellation provisions may in-
elude consideration of both recurring and
nonrecurring costs of the contractor associ-
ated with the production of the Items to be
delivered under the contract
• "(C) BeoADxrnPo InDUSTRIAL BABs,—In

order to broaden the aviation industrial
base, the regulations issued under thIs para-
graph shall provide that, to the extent prac-
ticable—

"(I) multiyear contracting under para-
graph (1) shall be used in such a manner as
to seek, retain, and promote the use under
such contracts of companies that are sub-
contractors, vendors, or suppliers, and

"(U) upon accrual of any payment or other
benefit under such a inultlyeaz contract to
any subcontract, vendor, or supplier compa-
ny partlcipat4ng in such contractor, such
payment or benefit shall be delivered to
such company in the most expeditious
manner practicable.

"(D) Paorzcnozc or rmws. INTUx$TS.—
The regulations Issued under this paragraph
shall also provide that, to the extent practi-
cable, the administration of this subsection,
and of the regulations Issued under this sub-
section, shall not, be carried out In a manner
to preclude or curtail the existing ability of
the Federal Aviation Administration to— -

"U) provide for competition in the produc-
tion of Items to be delivered under such a
contract; or

"UI) provide for termination of a prime
contract the performance of which Is defi-
cient wIth respect to cost, quality, or sched-
ule.

"(3) SPZCIAL RuLe roe convs,w'rs wim
HIGH c*aLuTIoH czumo,—Betore say
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contract described in paragraph (1) that
contains a clause setting forth a cancels-
Lion ceiling in excess of $100,000,000 may be
awarded, the AdmInistrator shall 'give writ-
Len notific*tion of the proposed contract
and of the proposed cancellation ceiling for
that contract to the Committee on Coni-
merce, Science. and Transportation of the
Senate and the Committee on Public Works
and Transportation of the House of Repre-
aentatives, and such contract may not then
be awarded until the end of a period of 30
days beginning on The date of such notifica-
tion.

"(4) ADVANCE PR0cuRZMENT.—Contracts
made under this subeection may be used for
the advance procurement of components,
parts, end materials necessary to the manu-
facture of equipment to be used hr the Na-
tional Airspace 8ystem, and contracts may
be made under this subsection for such ad-
vance procurement, if feasible and practica-
ble, in order to achieve economic-lot pur-
chases and more efficient production rates.

"(5) Tmawc,i-zoj.--.In the event funds are
not made available for the continuation of a
contract made under this subsection into a
subsequent fIscal year, the contract shall be
canceled or terminated, and the costs of
cancellation or termination may be paid
from—

"(A) appropriations originally available
for the performance of the contract con-
cerned;

"(B) appropriations currently available
for procurement of the type of property
concerned, and not otherwise obligated; or

"(C) funds appropriated for those pay-
mania.

"(6) Lzxmriou ox £PPL.ICABILfl'Y—Thig
subsection does not apply to contracts for
the construction, alteration, or major repair
or Improvement., to real property or con-
tracts for the purchase of property to which
section 111 of the Federal Property and Ad-
ministrative Services Act of 1949 (40 U.S.C.
759) applies.

"(7) MULTIYEAa cozrmacr Dzrilrm.—For
the purposes of this subsection, a multlyear
contract Is a contract for the purchase of
property or services for more than 1, but
not more than 5, fiscal years. Such a con-
tract may provide that performance under
the contract during the second and subse-
quent years of the contract Is contingent
upon the appropriation of funds and (If It
does so provide) may provide for a cancella-
tion payment to be made to the contractor
If such appropriations are not made.

"(8) PRICE OPTIONS—The Administrator
may Incorporate Into a proposed multiyear
contract negotiated priced options for vary-
ing the quantities of end Items to be pro-
cured over the period of the contract.".

(b) Cowvoansso Aau2Izusss .—The portion
of the table of contents contained in the
first section of such Act relating to section
303 Is amended to read as follows:

"Sec. 303. Procurement author-
•lty
"(a) Acquisition and disposal of property.
"(b) 8pecla.l rules for acquisitions.
"(c) Procurement procedures.
"Cd) Sole source approval by Admlnlstra.

tor.
"(e) Multlyear service contracts.
"(f) Multlyear property acquisition conS

tracts.".
sac 15115. EXPANDED EAST COAST P1.AN.

(a) EnviaomoormL IMPACT 8TATV4!T.—
Not later than 180 days after the date of the
enactment of this Act., the Administrator of
the Federal Aviation Administration shall
Issue an environmental Impact statement
pursuant to the National Environmental
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1icy Act of 1969 on the effects at dnges
in &fraft fligbt paLtern er the State ofNew Jey ci by 1meentaton of
the Expanded East Coast Pun.

b) AIR Szy I siicmcn.—Iit later
tb&n 1.80 this slter the d.e at the enact-
ment of this Act, the Adniirator shall
conduct &n *jvestigaton to deteraiiue the
effects on air sakety of thanges in aircraft
fMgb4 paiterns over the &ate ol New Jersey
caed by irnplementauon of the Expanded
East Coast Plan.

(C) Rowr TO ColG1Esa.—Not later th&n
180 thys Lfter the date of the enactment of
this Act, the Administrator smU transmit to
Congress a report containing the results of
the envlronmentai impact statement and ln
vestigatio conducted purstant to this gee-
tion. S&wh report shall a contain suth
reeocnmedations for iodifiation of the
Expanded Eazt Co*st Plan as the Adminis-
trator considers appropnate or an explani-
tio of why dilicaLIon of auth plan is not
appropriate,

(ci) IMPLZMENTAnON O MOFICATIONS,—
Not later than 1 year after the date of the
enactment of this Act, the Administrator
shall tmpement mothfication3 to the Ex-
panded East Coast P'an recommended
under subseCt±on (C).
SEC. 10120. TRANSFER OF FRMAT 0? UET!C.

AV)GAT)O INVORMA?!ON.
Not later than 2 years after the date of

the enaetmit of this Act, the Administra-
tor of the Federal Aviation Athninlstration
and the Administrator of the National Oce-
anic ftnd Atrnospberic Adnitraiion shall
complete the transf of geodetic coordinate
navigation information 1rn )AD-27
format to NAD-83 format.
SEC. 10121. SEVRAILFFY.

IS any provision of this subtitle (including
ac amendment made by this subtitle), or
the application thereof to any person or cir-
cum.stance, is held invalid, the remainder of
this subtitle and the application of such
provision to otb.er persons of circumstances
shall not be affected thereby.
SEC. )Q122. UY AMERICA.

(a) Giui. Ruti,—Notvtthstanding any
other Droviãon of w, the Secretary of
Transportation shall not obhgate. after the
date of enactment of this Act, y funds au-
thorized to be appropriated to carry out this
subtitle, section 106(k) of title 49, United
States Code, or the Airport and Airway Im-
provement Act. of 192 (other than section
506(b)) for any project unless steel and
manufactured products used In such project
are produced In the United State&

(b) LIMTTATTONS ON APPLICABILITY—The
provisions of ub8ection (a> o thI8 section
shall not apply where the Secretary finds—

(1) ttmt their application would be kx-
sitent wtth the public interesL

(2) that st,th materials and products are
not produced in the United Statei In suitl-
cint and resonab1y avaiJ3bie quaxie8
and of s sati8factory uaIty

(3) n the case of the procurement of fi.-
cLUJies and equipment under the A'port
aM Airwny Improvemen Act of 1982 that
(A) the st of comporient.s ,.nd subcompon-
ents which r produced kn the United
States more than 60 pereent of the et of
all cimponents of the iacthty or egnpment
described In th .ragrapb. id (B) ftxs1
aembly of the facility or u1pment de-
senbed th tbi ptragraph has taken plit± tn
the United States; or

4) that iluIon of doinetie *teri,J will
Inereae the t of the o,'eraJ project an
tract by more thp.n 25 pcent.

(c) CALCtYLATION o COMPONENTS Co.—
For pires of this wctkon. th caicrilating
compouei,ts' co&s irxvohed

LUNUKESSL(JNAL KECORD — HOUSE
fi1 atnWy shall not be thch11d In the

SIC. D123- PH1flO ACA1? PRAULENT
U OF 'MADE iN AMFRA" LAEL.S.

If the Se tary of Pr ortatkon deter-
rthies thu any persoii nLii1ly affixes
a beI bearü'ig a 'I&de n AmeriL" thsip-
t t my odt d in or shipped to the
United S&ateh that not made i Axnerca.
the Seret&ry thai] decLare that erson tn-
eIgibe to reee4v.e a Federal eontrct or
gxanL In oonction with the i&ance of
ay contract made under this subtitle for a
period 4 zt 1€s than 3 years aM not more
than 5 years. The Secretary may bring
act.in against ch person to enLorce this
subsection In any United States district
court.
S)C. tO42. ST!UCT1ON ON CONTRACI' AWAIU)€.

No person or enterprise domci1ed or oper-
aling under the laws of ft foreign govern-
nnt may eMer izito a iract or subon
tract made pLIsnt to th subtitle if thai
governmen unfair4y mntains, in govern-
ment cureenL. a sificant and persist-
ent pattern ot practice of dserimination
against United States products or services
which results In Identifiable ha.rxn to United
States businesses, as identified by the Presi-
dent uruant to section 305(g)(1)(A) of the
Trade AgreemEnts Act o 19?9.

Subtit'e C—F.der1 AiaLou Mutiitratian
EaeaEch. EngiDeering, and DevelDpment

SEX. )0291. ST TLTL&
T subtit}e ay be cited i the 'Federal

AviAtcri Acthnitmtion Researth i-
n.eering. and Deveioptent Authoiization
Act o 199".
SEC.. 10202. AVIATION kESLt&H UYHORIZATION

(W APP&)P.1AT1ONS.
Paragraph (2) of section 506(b> ol the Air-

port and Airway Improvnent Act ol 1982
(49 U.S.C App. 220ô(bX2)) amended by
striking subparagraph (A) and all that fol-
lows through the period &t th end o such
paragraph &nd inserting the Iollowi:

for fiscal ye.r 1991—
"(i) $131,8(K,OOO solely fc air U-athc n-

trol projects and tivitie,
th) $19,100,000 oely or ar traffic con-

tro advanced computer projects anti act&vi-
ties

'(iii) $3,4OOU0Q soe1y navgatin
prQjets and activite8;

"(iv) $9,7Q0,QOO soe1y kr iviaU,n weather
pro$ect& and activities;

"(v) $16,500,000 solely for avl&tcn rnedi-
cine proJect-i and act1vitie;

'(vi) $70,100,000 aalely for aircraft safety
proJect. ad activiUcs; aad

(vii) $4,400,QQO solely for enviranment.a1
projects and acLivities axici

(B) thr ul&ca.1 year 1992—
"(I) $137,209.000 s1e1y for afr traZfi cia-

trol prijec and activIti;
"(ii) $19,100,QQO &ile.ly for sr traffic con-

trol advanced couiputer projects and acUvi-
ties;

'(iii) $3400000 solely for navigation
projects and activities;

'(iv) $9,700OO'O solely for avatIo weather
preJecs ard ties

"(v) $16,500,000 solely for aviation meth-
clne projects and activities;

'(vi) $78,100,000 801e.ly for aircraft safety
projects and acth'Itles: and

"(vii) $5,400,000 solely for environmental
projts and Lvtt.
Not less than 3 percet,t of the funds made
available under this praraph for a fiscal
year shall be avatlable to the Admnistrator
for making grant., under seetton 312(g) of
the Federal AvIatto, Act of 1958.".
sgc. s. w*yw,t svics

Section U&d) 0! the Art and Airway
Improvement Act of 1 (U U.S.C. App.
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2)5(d)) is amenLled by rtktng the conc1
sentette and inserting the following: Ex-
penditures cr the purposes of earrying out
this subsection shall be lbnted to
$34,521,000 for fiscal year 1991 and
$3&389,000 for fiscal year 1992.".
SEC. tOO4. AVIATiON KSARCH CRAN1 A C-

gRTY12M PROGRAM.

a) IN G!cERAL.—Sectton 312 of the Fder
ai Aviation Act of 1958 (40 U.S.C. App. 1353)
is amended by adding at the end thereof the
foflowfrg new subsection:

'(g) RESEARCH GRANT AND CONsORTIUM
PROGRAM.-

"(1) GENERAL AInH0RITY.—The Adminis-
trator may make grants to colleges, universi-
ties, and nonprofit research organizations
(A) to conduct aviation research, and (B) to
establish a research consortium, consisting
of regional centers of excellence for con-
tinuing research. into areas deemed by th
Administrator to be required for the 1ng-
term growth of civil aviation.

'(2) APPLICATIONS—A university, college,
or nonprofit organization interested in re
ceving grant under this subsection may
submit to the Administrator an application
for such grant. Such application shall be in
such form and contain such fnformation as
the Admrnistrator may require.

(3) Sizcnow—The Admmistrator shall
establish a solicitation, review, and evalu-
tion process that ensures (A) the funding
under this subsection of proposals having
a1equate merit and relevancy to the mission
of the Federal Aviation Administration, (B)
an equitable geographical distribution of
grant funds under this subsection, and (C)
the Inclusion of historically black colleges
and unversite and other mtnority tnzLitu-
tkms for funding consideration tmdr this
suteetion.

'14> RcoRDS.—Each person awarded a
grant under this subsection shall maintain
suth records M the Administrator may r-
quir as being necezsary to facilitate an ef-
feetive autht and evaluation of the use of
grant funds.

'(5) Rrowrs.—The Administrator shall
make an annual report to the Comnittee on
Science, Space, and Technology of the
Hou3e of Representatives and the Comnth-
tee on Commerce, Science, and Transporta
tron of the Senate on the research grant
program condueted under this ubsection.'.
(b) Coonw A NDMNT.—That por-

tion of the table of contents contained in
the first section of such Act which appears
under the heding

Sec. 312. Development planning."
is amended by adding at the end the follow-

'(g) Research grant and consortium pro-
gram.",

SEC. 1e205. STUDY BY ThE GENERAL ACCOtTNT1
OFFICE OF MULTIYEAR CNTRACTrNG
ArruoRrrY.

The Comptroller General of the United
States 8hall coiduct a study of the advis-
abfltty o grs1ting to the Administrator ,f
the Federal Aviation Administrat,on specific
statutory authority—

(3) to lease real property or tnterests
therein for terms not to exceed 20 years, in-
clidtng, in the case of Rir navigation facth-
ties and airports (as such terms are defined
In section 101(8) and (9) of the Federal Avia-
tion Act of 1958) owned by the United
States and eperted under the direction of
the Achniistraor, ea8ements through or
other interests in airspace ImmedIately ad-
jacent thereto and n connection therewith:

12) to ptoeu,e perona1 property or serv-
ices and property and interests thejern
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with procedures other than competitive pro-
cedures under section 303(c) of the Federal
Property and Administrative Services Act of
149 (41 U.s.c. 253(c));

(3) to serve as the senior procurement ex-
ecuUve under Section 18 of the Office of
Federal Procurement Policy Act (41 U.S.C.
414) for the purpose of approving the justi-
fkation for the use of noncompetjtjve proce-
dures required under section
3O3(f)(1)(B)(ti) of the Federal Property and
Administrative Services Act of 1949 (41
U.S.C. 253(f)( 1xBxiii;

(4) to let multiyear contracts for services,
Including the operation, maintenance, and
support of facilities and Installations; the
operation, maintenance, and modification of
aircraft, veh!cles, and other highly complex
equipment; specialized training necessitat-
ing high quality Instructor skills; and base
services; and

(5) to let multiyear contract.s for the pur-
chase of property.
The study also shall examine the implemen-
tation of section 2306 (g) and (h) of title 10,
United States Code, by the Department of
Defense, and shall assess the usefulness of
granting similar authority to the Federal
Aviation Administration. The Comptroller
General shall submit a report on the results
of the study, along with any comments of
the Administrator of the Federal Aviation
Administration, to the Committee on Sci-
ence, space, and Technology of the House
of Representatives and the Committee on
Commerce, Science, and Transportation of
the 5enate within 6 months after the date
of enactment of this Act.
SEC. 02O6 SUY.AMERICAN REQUIREMENT.

(a) DEMINATIoN BY ADMINIsTRATOR—If
the Administrator, with the concurrence of
the secretary of Commerce and the United
States Trade Representative, determines
that the public interest so requires, the Ad-
ministrator is authorized to award to a do-
mestic firm a contract made pursuant to the
Issuance of any grant made under this sub-
title that, under the use of competitive pro-
cedures, would be awarded to a foreign firm,
if—

(1) the final product of the domestic firm
will be completely assembled in the United
5t.ates;

(2) when completely assembled, not less
than 51 percent of the final product of the
domestic finn will be domestically produced;
and

(3) the difference between the bids sub-
mitted by the foreign and domestic firms is
not more than 6 percent.
In determining under this subsection
whether the public interest so requires, the
Administrator shall take into account
united 5tates international obligations and
trade relations.

(b) LIMIitI APpLICATION.—ThiS section
shall not apply to the extent to which—

(1) such applicabiltty would not be in the
public interest;

(2) compelling national security consider-
ations require otherwise; or

(3) the United 5tates Trade Representa-
tive determines that such an award would
be In violation of the General Agreement on
Tariffs and Trade or an international agree-
ment to which the United 5tates Is a party.

(c) LIMITATI0N.—ThfS section shall apply
only to contracts made related to the issu-
ance of any grant made under this subtitle
for which—

(1) amounts are authorized by this sub-
Utle (Including the amendments made by
this subtitle) to be made available; and

(2) solicitations for bids are Issued after
the date of the enactment of this Act.

(d) REPORT TO Cowcytzss.—The AdmfnLs-
trator shall report to the Congress on con-

tracts covered under this section and en-
tered into with foreign entities in fiscal
yearS 1991 and 1992 and shall report to the
Congress on the number of contracts that
meet the requirements of subsection (a) but
which are determined by the United 5tates
Trade Representative to be in violation of
the General Agreement on Tariffs and
Trade or an international agreement to
which the United 5tates is a party. The Ad-
ministrator shall also report to the Congress
on the number of contracts covered under
this subtitle (including the amendments
made by this subtitle) and awarded based
upon the parameters of this section.

(e) DEFINITI0N5.—For purposes of this sec-
tion—

(1) the term 'Administrator" means the
Administrator of the Federal Aviation Ad-
ministration;

(2) the term "domestic firm" means a
business entity that is incorporated in the
United 5tates and that conducts business
operations in the United states; and

(3) the term 'foreign firm" means a busi-
ness entity not described in paragraph (2).
SEC. 10207. CATASTROPHIC FAILURE PREVEN'TION

RESEARCH PROGRAM.
(a) GENERAL AUm0RITy.—Section 312(b)

of the Federal Aviation Act of 1958 (49
U.S.C. App. 1353(b)) is amended by inserting
after "inflight aircraft fires," the following;
"to develop technologies and methods to
assess the risk of and prevent defects, fail-
ures, and malfunctions of products, parts,
processes, and articles manufactured for use
in aircraft, aircraft engines, propellers, and
appliances which could result in a cata-
strophic failure of an aircraft,".

(b) Git& PRoGRAM—Section 312 of such
Act is amended by adding at the end the fol-
lowing new subsection:

(g) CATASTROPHIC FAILURE PREVENTION
RESEARCH GK&w'r PROGRAM.—

"(1) GENiw AuTHORIrY.—The Adrnins-
trator may make grants to colleges, universi-
ties, and nonprofit research organizations
(A) to conduct aviation research relating to
development of technologies and methods
to assess the risk and prevent defects, fail-
ures, and malfunctions of products, parts,
processes, and articles manufactured for use
in aircraft, aircraft engines, propellers, and
appliances which could result in a cata-
strophic failure of an aircraft, and (B) to es-
tablish centers of excellence for continuing
such research.

'(2) SELECTION AND EVALUATION PROCESS-
s.—The Administrator shall establish a so-
licitation, application, review, and evalua-
tion process that ensures (A) the funding
under this subsection of proposals having
adequate merit and relevancy to the re-
search described in paragraph (1).".

(c) Co!iro1ING AMNnwT.—That por-
tion of the table of contents contained in
the first section of such Act which appears
under the heading:

"Sec. 312. Development planning."
is amended by adding at the end the follow.
Ing:

"(g) Catastrophic failure prevention re-
search grant program.".

TITLE XI—COMMI'rrEE ON VETERANS'
AFFAIRS

TABLE OF CONTENTS
Subtitle A—Limitation on compensation,

DIC. and Pension
Sec. 11001. LImitation on compensation ben-

efits for certain incompetent
veterans

October 16, 1990
Sec. 11002. Elimination of presumption of

total disability in determina-
tion of pension for certain vet.
erans.

Sec. 11003. Reduction in pension for veter-
ans receiving Medicaid-covered
nursing home care.

Sec. 11004. IneligIbility of remarried surviv-
ing spouses or married children
for reinstatement of benefits
eligibWty upon becoming
single.

Sec. 11005. Limitatibns relating to disabil'ty
compensation cost-of-living in-
creases.

Subtitle B—Health-Care Benefits
Sec. 11011. Medical-care cost recovery.
Sec. 11012. Copayment for medication.
Sec. 11013. Modification of health-care cate-

gories and copayments.
Subtitle C—Education and Employment

Sec. 11021. Limitation of rehabilitation pro-
gram entitlement to service-
disabled veterans rated at 20
percent or more.

Subtitle D—Housing and Loan Guaranty
Assistance

Sec. 11031. Manufactured homes.
Sec. 11032. Loan fee.
Sec. 11033. Mortgage payment assistance to

avoid foreclosure of home
loans guaranteed under title
38.

Sec. 11034. Eligibility
Subtitle E—Burial and Grave Marker

Benefits
Sec. 11041. Headstone or marker allowance.
Sec. 11042. Plot allowance eligibility.

Subtitle F—Miscellaneous
Sec. 11051. Use of tax-return In!ormation to

verify income for purposes of
needs-based benefits and serv-
ices of the Department of VetS
erans Affairs.

Sec. 11052. Willfull misconduct in line of
duty.

Sec. 11053. Mandatory reporting of social se-
curity numbers by benefits
claimants and uses of death in-
formation by the Department
of Veterans Affairs.

Subtitle A—Compensation, DIC, and Pension
SEC. 11001. LIMITATION ON COMPENSATION BENE.

FITS FOR CERTAIN INCOMPETENT
VETERANS.

(a) IN GE1L.--.(1) Chapter SSof title 38,
United States Code, is amended by adding
at the end the following new section:
13205. Limitation on compensation payments

for certain incompetent veterans
"(a) In any case in which a veteran havir.g

neither spouse, child, nor dependent parent
is rated by the Secretary in accordance with
regulations as being incompetent and the
value of the veteran's estate (excluding the
value of the veteran's home) exceeds
$25,000, further payment of compensation
to which the veteran would otherwise be en-
titled may not be made until the value of
such estate is reduced to less than $10,000.

"(b)(1) Subject to paragraph (2) of this
subsection, If a veteran denied payment of
compensation pursuant to subsection (a) is
subsequently rated as being competent, the
Secretary shall pay to the veteran a lump
sum equal to the total of the compensation
which was denied the veteran pursuant to
such paragraph. The Secretary shall make
the lump-sum payment after the end of six
months following the date of the competen.
cy rating.

"(2) A lump-sum payment may not be
made under paragraph (1) to a veteran who,
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within such ala-month period. dies or is
again rated by the Secretary se being theoa-
petenL

"Cc) This section eaplres o Septarer 30.
1902".

(2) The table of sections at the begkung
of such chapter Ia amended by adding at the
thd the following new ite

"3395. LaUon compesmatlon y-
iU for uwetents havIng
estates."

(hI Emcrrin Dsa-The winflt
made by this section shell apply with re-
spect to payment of compensation for
months after October 1990.
SEC. 11002. ELIMINATION OF PRESUMPTION OF

TOTAL DISABILITY [N DETERMINA-
TK fff POR PO U?A1N YRT.

(a) ELIMINATION 0? Pamv'isox.—$ec-
Lien 502(a) of title 38, UnIted States code. is
amended by striking out "stxty-f ive years of
age or older or beesme unemployable after
age 65, or".

(b) Mpuca.sn.rrr.—The amencknent made
by sijtnection (a) shall apply with respect to
eiai filed after October 31. 1980.
SEC. 11003. REDUCFION [N PENSION FOR YETANB

RecEIVING EDICAR).COVERED
2JEBING EOME CARE.

(a) Ii GssIZRAL.—Secticn 3203 of title 38.
United States Code, is amended by adding
at the end the foflowieg

"(lxi) For the purposes of this seee-
tion—

'(A) the term 'Medicaid plan' mesnu a
State plan for medical assistanee referred to
in section 1902(a) of the Social Security Act
(42 U.S.C. 1396a(a}) and

"(B) the m 'nursing facility' meaim a
nursing facility described In section 1919 of
audI Act (42 U.S.C. 1396r).

"(2) if a veteran having ne4tber epo*sse
nor child ii covered by a Medicaid plan for
ses'viess furnished such veteran by a nursing
fecility, no pensei in ex of $90 per
nth shall be paid to or for the veteran
for any period after the nth of adaiss&on
to such nursing facility.

"(3) No pension In excess of $90 per
month may be paid to or for a veteran
having neither spouse nor child for any
period after the mpntb In which such veter-
an is readmitted to a nursing facility for
services referred to In paragraph (2) of this
subsection If such veteran is readmitted
within six months after the end of latest
month for which the veteran's pension was
reduced pursuant to such paragraph.

"(4) NotwIthstanding any provision of
title XIX of the Social Security Act, the
amount of the payment paid a nursing facil-
ity pursuant to a Medicaid plan for services
furnished a veteran may not be reduced by
any amount of pension permitted to be paid
such veteran under paragraph (2) or (3) of
this subsection.

'(5) A veteran Is not liable to the United
States for any payment of pension In excess
of the amount permitted under this subsec-
tion that is paid to or for the veteran before
the Secretary knows that the veteran is ad-
mitted or readxnitted to a nursing facility
for services covered by a Medicaid plan.

'(6) The costs of administering this sub-
section shall be paid for from amounts
available to the Department of Veterans Al-
fairs for the paynvent of compensation and
pension.

"C3) This sectien expires on September 39,
1992.".

(b) EFFECtIVE DATE.—The amendment
made by subsection (a) shall apply with re-
spect to payment of pension for months
after the month in which this Act is en-
acted.
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NC SPOIRES OR BUBBLED CIILDIN
P TA1TMEIFr 0? BPTTS
ELIGIBILITY N'ON BECOMING

(a) !a Os —8setlot, )03 of tft)e 38,
United States Code, ii amended by striking
out uizbeections (d) and Ce).

(b) Emc'riva DAI-a.—The amenthnent
made by subsection (a) shall take effect on
November 1, 1896, or the date of the enact-
nent of this Act, whichever is later.
BIL USOS. UMJTSTIONS RELATING TO DISABILITY

COMPENSATION COST-OF-LIVING IN-

(a) PoINT 07 ORDBB Rm.a'rx TO Al IN-
CREAU no Varwios' Dzs*aiim CosePsA-
TTolc,—Tt shall not be In order during the
One Hundred First Congress, second ses-
sion, for either Rouse of Congress to consid-
er any bill or resolution containing a provi-
sion that Increases, effective on a date
during flscal year 1001, the rates of disabil-
ity compensation payable under laws adinin-
istered by the Secretary of Veterans Affairs
if such provision—

(1) Inu.ludes authority to round the
amesmta of the monthly disability compen-
sation computed under such provision In
any manner other than to the next lower
douaror

(2) does not Include an effective date for
such lecrease of January 1, IJG1, or later.

(b) POINT 0? Oman Rss.srnoo TO AMEND-
MENT5.—It shafl not be In order during the
One Hundred First Congress, second ses-
sion, for either House of Congress to consid-
er any amendment to a bill or resolution
that, If agreed to, would cause the bill or
resolution to be subject to a point of order
under subsection (.*). -

(C) Sscisoa Suamcr 'no BPLIIATWO Au-
TH0RITY.—ThIs section ii enacted by Con-
gress—

(1) as an exercise of the rulemaking power
of the Senate and House of Representatives,
respectively, and as such ft Is deemed a part
of the rules of each House, respectively, but
applicable only to $ bill or resulutlon de-
scribed In subsection (a) and an an,ru4mt
described In subsection ib), and it super-
sedes other rules only to the extent that ft
Is inconseext with such rules and

(2) with full recagnitlon of the emtltI1-
tional right of either House to change the
rules In, far aa relating to the prucedvu'e of
that House) at amy time, bi the e
1rnw and to the mane extent as in the
case of any other rule of that House.

Subtitle B—health-Care Benefits
11011. ICAL-CARL COST RECOVE&Y.

Ca) Appucaaii.n-y.—Effective for the
period ending on October 1,1982, ckuse (D)
of section 629(a)(2) of title 3$. United States
Code, is amended to read as follows:

"ID) that is Incurred by a veteran who is
entitled to care (or payment of the expenses
of eare) under a health-plan contract.".

(b) MAXIMIThI AMoUNT RrcovxnAm.a—
clause (B) of section 629teX2 of such title
is amended br striking out "in accordance
with the prevailing rates at which the third
party makes payments under comparable
health-plan contracts with", and inserting
In Ueu thereof 'if provided by".

(C) EsmsusHMErer Cr Miascas. RECovERIES
FuND.—Section 929(g) of such title is
amended to read as follows

"(ggj) There is esiablisbed In the Treas-
ury a fund to be known as the Department
of Veterans Affairs Third-Party Medical Re-
coveries Fund (hereafter referred to In this
section as the 'Fund').

"(2) Anaoimts recovered or collected under
this section shall be credited to the Fund.

"(3) Sums in the Fund shall be available
to the Secretary for the following:
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"16) Necessary expenses for the Idenithea-

Lion, billIng, and collection of the coot of
care and services fisealahed ualer this chap-
ter, dlng casts of egtMpment, puter
dwaze sad software casts, word process-
ing and telecossesunicatlora equipment
costa, of sopplics and turture, per-
sonnel tsainlag and travel costs, sormel
and administrative coats of attorneys with

Office of the General Counsel (and
fr suort porsoenel), other pereosmel
and edmItrative casts, and the costs of
any contract for identification, billing, or
collection services.

"(B) Payment of the Secretary for reason-
able charges, as determined by the Seere-
tary imposed for (I) services and utilities
(Including light, water, and heat) furnished
by the Secretary, (ii) recovery and collection
activities under this section, and (Ill) admin-
istration of the Fund.

tC) Casts related to the administration
and cullect of eopayzmenta Imposed for
.lth care and supplIes furnished under
this chapter.

"(4J Not later than January 1 of each
year, there shall be deposited Into the
Treasury as miscellaneous receipts an
amount equal to the unobligated balance In
the Fund at the close of business on Sep-
tember 30 of the preceding year.".

(d) Ta&n s'o Fuien.-
(1) ANnul? TO U xa.AasJmRsD.—The Sec-

retary of the Treasury shall transfer
$35,000,000 from the Department of Veter-
ans Affairs Loon Guaranty Revolving Fund
to the Department of Veterans Affairs
Third-Party Medical Recoveries Fund estab-
lished by section 629(g) of title 3$, United
States Code Cu amended by- subsection (c)).
The amount so tranrf erred shall be avail-
able antS September 30, 1991, for the sup-
port of the eoilvalent of 880 fulI—thile em-
ployees and other expenses described In
psragmp (3) of audI section.

or wsio OVMIAII'I'T RE-
VOLvING piixn.—Notwlthatandlng section
629(g) of title 38, United States Code (as
amended by subsection Ce)), the first
$25,000,000 recovered or collected by the
Deportment of Veterans Affairs during
fiscal yeor 1891 as a result of third-party
medical recovery activities shall be credited
to the Department of Veterans Affairs Loan
Guaranty Revolving Fund.

(3) Txrm-r*xyy ic*a a1covmt ACTTVI-
vms aernican.—For the purposes of this sec-
tion, the term "third-party medical recovery
activities" means recovery and collection ac-
tivities carried out under section 629 of title
38, United States Code.

Ce) DLr-1rwuN OF HEALTH-FLAb CON-
raacv.—Clause (A) of section 629(i)(l) of
title 38, United States Code, is amended by
adding at the end the following sentence:
"Such term includes a Medicare supplemen-
tal insurance policy, as defined in section
1882(g) of the Social Security Act (42 U.S.C.
1395ss(g)), and with respect to such a policy.
Department of Veterans Affairs medical f a-
duties and personnel shall be deemed to be
Medicare-participating providers, and medi-
cal services covered by such a policy and
furnished by the Department shall be
deemed to be Medicare-covered services.".

(1) EFFECTIVE Dabw,—The amendments
made by this section shall take effect as of
October 1, 1990.
SEC. 11012. CB?AYNT FOO MEDICATION.

Ca) In Gssziw.—(1) Subchapter III of
chapter 17 of title 3*, UnIted States Code. is
amended by adding at the end the following
I aectionz
i 622A. Copaymenis fur prescription drugs

"(a) The Secretary may not furnish a di'ug
under this chapter on an outpatient basis
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for the treatment of a non-service-connect-
ed disability or condjt ion of a veteran (other
than a Veteran with a service-connected dis-
ibifity rated 50 percent or more) unless the
veteran pays to the United States $2 for
each 30-day supply of the drug provided to
the veteran, If the Initial amount supplied is
less than a 30-day supply, the amount of the
charge may not be reduced.

"(b) Amounts collected under this section
shall be credited to the Department of Vet-
erans Affairs Third-Party Medical Recover-
ies Fund.

"c) The provisions of subsection (a)
expire on September 30. 1991.".

(2) The table of sections at the beginning
of such chapter is amended by inserting
alter the item relating to section 622 the
following new item:

"622A Copaymen for drugs.".
(bi Ernc'rivz DArs.—Section 622A of title

38, UnIted States Code, as added by subsec-
tion (a), shall apply with respect to drugs
furnished by the Secretary of Veterans Af-
fairs under chapter 11 of title 38. United
States Code, after October 31, 1990, or the
date of the enactment of this Act, whichev-
er is later.
SEC. 11513. MODIFICATION OF HEALTh-CARE CATE-

GORIES AND COPAYMENTS.

(a) INPATIENT CAaZ.—(1) Subsection (a) of
section 610 of title 38, United States Code, is
amended—

(A) in paragraph (1XI), by striking out
"622(a)(1)" and inserting in lieu thereof
"822(a)"; and

(B) by striking out paragraph (2) and in-
serting in lieu thereof the following:

"(2) In the case of a veteran who is not de-
scribed in paragraph (1) of this subsection,
the Secretary may, to the extent resources
and facilities are available, furnish hospital
care and nursing home care to a veteran
which the Secretary determines is needed
for a nonservice-connected disability, sub-
ject to the provisions of subsection (f) of
this section.".

(2) Subsection (f) of such section is
amended—

(A) by striking out paragraphs (1) and (2)
and inserting in lieu thereof the following:

"(f)(1) The Secretary may not furnish
hospital care or nursing home care under
this section to a veteran who is eligible for
such care under subsection (a)(2) of this sec-
tion unless the veteran agrees to pay the
United States the applicable amount deter-
mined under paragraph (2) of this subsec-
tion.

"(2) A veteran who is furnished hospital
care or nursing home care under this sec-
tion and who is required under paragraph
(1) of this subsection to agree to pay an
amount to the United States in order to be
furnished such care shall be liable to the
United States for an amount equal to—

"(A) the lesser of—
"(i) the cost of furnishing such care, as de-

termined by the Secretary, and
"(ii) the amount determined under para-

graph (3) of this subsection; and
"(B) an amount equal to $10 for every day

the veteran receives hospital care, and $5
for every day the veteran receives nursing
home care, alter that number of days con-
sidered in determining the amount the vet-
eran is liable for under clause (i) of this sub-
paragraph."; and

(B) in subparagraphs (A) and (B) of para-
graph (3), by striking out '(2)(B)" each
place it appears and inserting in lieu thereof
"(2)(ARi)(IIi",

(b) OUTPATIENT CAax.—Subsection (f) of
section 612 of such title is amended—

(1) in paragraph (1). by striking out
"810(a)(2)(B)" and inserting in lieu thereof
"610(a)(2)";
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(2) by redesignatlug paragraphs (5) and (b) EMPLOYMENT ASSIsTANcE—Section

(7) as (3) and (4), respectively; and 1517 of such title is amended—
(3) by striking paragraphs (3), (4), and (6). (1) in subsection (a)(1), by inserting de-
(c) Iwcosa TzsRzsHox.ns,—(1) Subsection scribed in section 1502(1)(A) of this title"

(a) of sectIon 622 of such title is amended— alter "service-connected disability'; and
Ui) in paragraph (1)— (2) in subsection (b)(1), by Inserting "with

• (I) by striking out "(1)" at the beginning a service-connected disability described inof the subsection; section 1502nA of this title" alter 'veter-
(ii) by redesignating clauses (A). (B). and an" the first place it appears therein.

(C) as paragraphs (1). (2), and (3). respec- (c) EFFECTIVE DATS.—The amendments
tively; and made by this section shall apply only to vet-

(Ill) by striking out "Category A thresh- erans and other persons originally applying
old" in paragraph (3), as so redesignated, for assistance under chapter 31 of title 38.and Inserting in lieu thereof "the amount United States Code, on or after November 1,set forth in subsection (bY'; 1990.

(B) by striking out paragraph (2).
Subtitle D—Housing and Loan Guaranty(2) Subsection (b) of such section is

Assistanceamended to read as follows:
"(bXl) For purposes of subsection (a)(3). SEC.IIO3I.MANIJFACIIJRED HOMES.

the income threshold for the calendar year Section 1812(c) of title 38, United States
beginning on January 1, 1990, iS—- Code, is amended—

'(A) $17,240 in the case of a veteran with (1) in paragraph (3), by striking out theno dependents; and second and third sentences; and"(B) $20,688 in the case of a veteran with (2) by adding at the end the following:one dependent, plus $1,150 for each addi- "(6)(AJ.n the case of making a claim on ational dependent. guaranty made under this section, the"(2) For a calendar year beginning after holder of the loan shall have the election ofDecember 31, 1990. the amounts in effect submitting a claim to the Secretary basedfor purposes of this subsection shall be the upon—amounts in effect for the preceding calen- "(i) the value of the property securing thedar year as adjusted under subsection (c) of loan, as determined by the Secretary, uponthis section.". receiving the Secretary's valuation; or(3) Subsection (c) of such section "(ii) upon completion of a liquidation sale,amended by striking out "paragraphs (1) the greater of the value of the property se-and (2) of". curing the loan, as determined by the Secre-(4) Paragraph (2) of subsection (d) of such tary, or the actual proceeds from the Iiqui-section is amended to read as follows: dation."(2) A determination described in this "(B) Payments of a claim on a guarantyparagraph is a determination that for pur- under this section shall be made only afterposes of subsection (a)(3) of this section a the filing of an accounting with the Secre-veteran's attributable income is not greater tary. In any such accounting the Secretarythan the amount determined under subsec- shall permit to be included therein accruedtion (b) of this 5ection..
unpaid interest from the date of the first(5) Subsection (e) of such section is uncured default to such cutoff date as theamended—
Secretary may establish, and the Secretary(A) in paragraph (1), by striking out "the
shall allow the holder of the loan to chargeCategory A threshold or the Category B

threshold, as appropriate" and iirt against the liquidation or resale proceeds,
lieu thereof "the amount determined under accrued interest from the cutoff date estab-
subsection (b) of this section"; and lished to such further date as the Secretary

(B) by striking out paragraph (2) and in- may determine and such costs and expenses
serting in lieu thereof the following: as the Secretary determines to be reasona-

"(2) A veteran is described in this ble and proper.".
graph for the purposes of subsection (a) of SEC. 11032. LOAN FEE.
this Section if— Section 1829 of title 38, United States

"(A) the veteran has an attributable Code, is amended—
income greater than the amount deter- (1) in subsection (a)—
mined under subsection (b) of this section, (A) in paragraph (2). by striking out The
and

. amount" and inserting in lieu thereof
"(B) the current projections of such veter- "Except as provided in paragraph (6) of this

an's income for the current year are that subsection, the amount"; and
the veteran's income for such year will be (B) by adding at the end the following:
substantiallybelow the amount determined "(6) With respect to each loan closedunder subsection (b).". during the period beginning November 1,(d) Emc-riva DA'rz.—The amendments 1990. and ending on October 1, 1991. eachmade by this section shall apply with re- amount specified in paragraph (2) of thisspect to hospital care and medical services subsection and in subsection (b) of this sec-received alter October 31. 1990, or the date tion shall be increased by 0.50 percent ofof the enactment of this Act, whichever is the total loan amount."; andlater. (2) in subsection (b), by striking out The(e) Suiesrr.—The amendments made by amount" in the second sentence and insert-this section expire on September 30, 199L ing in lieu thereof "Except as provided in

Subtitle C—Educatiofl and Employment paragraph (6) of subsection (a). the
SEC. 11021. LIMITATION OF REHABILITATION pgo- amount".

GRAM ENTITLEMENT TO SERvICE.DIS. SEC. 11033. MORTGAGE PAYMENT ASSISTANCE TOABLED VETERANS RATED AT 20 PER- AVOID FORECLOSURE OF HOMECENT OR MORE. LOANS GUARANTEED UNDER TITLE 3M.
(a) IN GENEaAZ..—Section 1502(1) of. title (a) IN GxNxjtAL—(1) Chapter 37 of title 38.38. United States Code. Is amended— United States Code, is amended by inserting(1) in clause (A). by striking out ". or but alter section 1814 the following new section:for the receipt of retired pay would be, com-

pensable under" and inserting in lieu there- '1 1815. Loans to refinance delinquent indebted-
of rated at 20 percent or more for purposes
of"; and '(a)(1) The Secretary may, at the Secre-

(2) in clause (B), by striking out "compen- tary's Option, provide assistance to a veteran
sable under" and inserting in lieu thereof under this section for the purpose of avoid-
"rated at 20 percent or more for purposes ing the foreclosure of a housing loan made
of". to that veteran and guaranteed by the Sec-
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retary under section 1810 or 1812 o this
title (hereafter In this section referred to as
a 'primary loan').

"(2) Assistance under this section shall be
In the form of a loan to the veteran. Such
qssistancè may be provided only U—

'(A) the dwelling that secures the primary
loan is the current residence of the veteran
and is occupied by the veteran as the veter-
an's home;

"(B) the veteran is at least six months de•
linquent In payments on that primary loan;

"(C) the veteran has lost employment or
h38 had a substantial reduction In house-
hold Income (as defined In regulations pre-
scribed by the Secretary) through no fault
of the veteran; and

"(D) the Secretary determines that there
is a reasonable prospect that the veteran
Will be able to resume payment on the pri-
mary loan within six months after receiving
assistance under this section.

"(3) For the purposes of this section, the
term veteran includes the surviving spouse
of a veteran U the surviving spouse was a co-
obligor of the primary loan.

"(b)(1) A loan under this section shall be
advanced to the holder of the primary loan.
The amount of the loan under this subsec•
tion shall first be applied to the amount de
llnquent on the loan guaranteed under this
chapter including any amount delinquent
on taxes, assessments, and hazard Insurance
required by the holder to be included in the
veteran's monthly payment on the mort.
gage.

"(2) The Secretary may make more than
one loan under this section to veteran.
The total amount of loans under this sec-
tion to any veteran may not exceed $10,000.

"(c) A loan under this section—
"(1) shall bear no interest until the date

on which payments on the primary loan (in.
cluding amounts for taxes, assessments, and
hazard insurance required by the holder to
be included in the veteran's monthly pay-
ment on the mortgage) are current;

"(2) shall be secured by a lien on the prop-
erty securing the primary loan and by such
other security as the Secretary may require;
and

"(3) shall be subject to such additional
terms and conditions as the Secretary may
require.

"(d) As a condition of receiving loan
under this section the veteran shall execute
an agreement, in such form as the Secretary
may prescribe, to repay the loan within a
reaonable period of time, as determined by
the Secretary, not to exceed 15 years from
the date on which such loan is made. If the
Secretary determines that the veteran has
sufficient Income or other resources to do
so, the Secretary may require the veteran to
make partial payments on the primary loan
guaranteed under this chapter during the
period the holder of that loan is applying
the amount of the loan under this section to
payments becoming due on the primary
bàn.

'(e) Notwithstanding any other law, the
Secretary may employ attorneys to bring
suit to collect any amount of a loan under
this section on which the veteran to whom
the loan is made is in default.

"(f) The Secretary8 decisions on any ques-
tion of law or fact regarding assistance
under this section, including whether or not
to grant such assistance and the terms and
conditions under which 8uch assistance is
granted or not granted, shall be final and
conclusive, and no other official or any
court of the United States shall have power
or jurisdiction to review any such decision
by an action in the nature of mandamus or
otherwise.

"(g) A loan under this section shall be
made from the fund established under sec•

"1815. Loans to refinance delinquent indebt•
edness.".

(b) Emc'rxvE DATE—The amendments
rñade by subsection (a) shall take effect at
the end of the 60-day period beginning on
the date of the enactment of this Act.
SEC. 11034. ELIGIBILITY.

(a) SF1.EcrD REsvE.—Chapter 37 of title
38, United States Code, is amended—

(1) In section 1801(b), by adding at the end
the following:

"(SXA) The term 'veteran' also includes
an individual who is not otherwise eligible
for the benefits of this chapter and who has
completed a total of service of at least 6
years in the Selected Reserve and, following
the completion of such service, was dis-
charged from service with an honorable dis-
charge, was placed on the retired list, was
t'ansferred to the Standby Reserve or an
element of the Ready Reserve other than
the Selected Reserve after service in the Se-
lected Reserve characterized by the Secre-
tary concerned as honorable service, or con-
tinues serving in the Selected Reserve.

"(B) The term 'Selected Reserve' means
the Selected Reserve of the Ready Reserve
of any of the reserve components (including
the Army National Ouad of the United
States and the Air National Guard of the
United States) of the Armed Forces, as re
quired to be maintained under section
268(b) of title 10, United States Code."; and

(2) in section 1802(aX2), by adding at the
end the following:

"(D) Each veteran described in section
1801(b)(S) of this title.".

(b) Fs.—(1) Section 1829(a)(2) of such
title is amended—

(A) by striking out "and" at the end of
subparagraph (B);

(B) by striking out the period at the end
of subparagraph (C) and Inserting in lieu
thereof "; and"; and

(C) by adding after subparagraph (C) the
following new subparagraph:

"(D) in the case of a loan made to, or
guaranteed or Insured on behalf of, a veter•
an described in section 1801(b)(S) of this
title under this chapter, the amount of such
fee shall be—

"(i) two percent of the total loan amount:
"(II) in the case of a loan for any purpose

Specified in section 1812 of this title, one
percent of 8uch amount; or

"(lii) in the case of ft loanfor a purchase
(other than a purchase referred to in aec-
tion 1812 of this title) or for construction
With respect to which the veteran has made
a downpayment of 5 percent or more of the
total purçhaae price or construction cost—

'(I) 1.50 percent of the total loan amount
U 8uch downpaynient is less than 10 percent
of 8uch price or cost; or

'(II) 1.25 percent of the total loan amount
U such downpayment is 10 percent or more
of such price or cost.".

(2) Subparagraphs (A) and (B) of section
1825(c)(2) of such title are amended by in-
èertlng "(other than loans described in sec-
tion 1829(a)(2)(D) of this title)" after "for
each loan".

Subtitle E—Burial and Grave Marker Benefits
SEC. 11041. HEADSTONE OR MARKER ALLOWANCE.

(a) IN Ggi*i..—8ection 906 of title 38,
United States Code, is amended—

(1) by striking out 8ubsection (d); and
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(2) by redesignating subsection (e) as sub-

section (d).
(b) EmcTIvz DATE.—This section shall

apply to deaths occurring on or after No-
vember 1, 1990.
SEC. 11042. PLOT ALLOWA]CE ELIGIBILITY.

(a) IN OENERAL.—Section 903(b)(2) of title
38, United States Code, is amended by in-
serting "(other than a veteran whose eligi-
billty for benefits under this subsection is
based on being a veteran of any war)" after
'(2) U such veteran".

(b) EmcrIvE . DArn—This 8ection shall
apply to deaths occurring on or after No-
vember 1, 1990.

Subtitle F—Miscellaneous

SEC. 11051. USE OF TAX RETURN INFORMATION TO
vERIFY INCOME FOR PURPOSES OF
NEEDS-BASED BENEFITS AND SERv.
ICES OF THE DEPARTMENT OF VETER
MS AFFAIRS.

(a) D1scI.ostRE op Tax INFORMATION TO
DVA.—41) Subparagraph (D) of section
6103(1)(7) of the Internal Revenue Code of
1988 (relating to disclosure of return Infor-
mation to Federal, State, and local agencies
administering certain programs) is amend-
ed-

(A) by striking out "and" at the end of
clause (vi),

(B) by striking out the period at the end
of clause (vii) and inserting in lieu thereof ";
and", and

(C) by adding at the end the following
new clause: -

"(vlii)(I) any needs-based pension provided
under chapter 15 of title 38, United States
Code, or any other law administered by the
Secretary of Veterans Affairs;

"(II) parents' dependency and Indemnity
compensation provided under section 415 of
title 38, United States Code;

"(XII) health-c.re services furnished under
section 610(a)(1XI), 610(a)(2), 610(b), and
612(aX2)(B) of such title; and

"(IV) compensation pursuant to a ztlng
of total disability awarded by reason of in•
ability to secure or follow a substantially
galnf UI occupation as a result of ft serviCe-
connected disability, or service-connected
disabilities, not rated as total (except that.
in such cases, only wage and self-employ-
ment Information may be disclosed).",

(2) The heading of paragraph (7) of sec•
tion 6103(1) of such Code is amended by
striking out "oR THE FOOD sTAMP ACT OP
1977" and insertIng in lieu thereof ",
FOOD STAMP ACT 0? 977, OR TITL! U, UNITED
STATES CODE".

(b) Usz 0? INCOME INFORMATI0Iq FOR
Nzn-BAsED PRoGRus.—(1) Chapter 53 of
title 38, United States Code, is amended by
adding at the end the following new section:

3117. U.e of income information from other
.encIes iotice and verlficstion
"(a) The Secretary shall notUy each appli-

cant for a benefit or service described in
subsection (c. of this section that income in-
formation furnished by the applicant to the
Secretary may be compared with Informa-
tion obtained by the Secretary from the
Secretary of Health and Human Service8 or
the Secretary of the Treasury under section
6103(1X7XD)(vill) of the Internal Revenue
Code of 1986.

"(b) The Secretary may not, by reason of
thfortnation obtained from the Secretary of
Health and Human Services or the Secre-
tary of the Treasury under section
6103(l)(7XD)(vlll) of the Internal Revenue
Code of 1988, terminate, deny, suspend, or
reduce any benefit or service described in
8ubsection (c) of this section until the Secre-
tary takes appropriate 8tepS to verify inde-
pendently Information relatIng to the fol-
lowing:
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tion 1824 or 1825 of this title that is avail-
able with respect to the primary loan in
connection with which the loan is made
under this section.".

(2) The table of sections at the beginning
of such chapter is amended by Inserting
after the item relating to section 1814 the
following new item:
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"(1) The anunt of the asset ci- income In-

volved.
"(2) Whether such Individual actually has

(or had) acce to such asset or Income for
the Individual's own use.

"(3) The period or periods when the mdl-
vidual actually had such asset or Income.

'(c) The benefits and services described in
this subsection are the following:

(1) Needs-based pension benefits provid-
ed under chapter 15 of this title or any
otb'r law administered by the Secretary.

"(2) Parents dependency and Incieninity
compensation provided under section 415 of
this title.

"(3) Health-care services furnished under
sections 610(a)(IXI), 610(a)(2), 610(b). and
•12(aX2XB) of this title.

"(4) CompensatIon pursuant to a rating of
total disability awarded by reason of Inabil-
ity to secure or follow a substantially gain-
ful occupation as a result of a service-con-
nected disability, or service-connected dis-
abilities, not rated as total.

"(d) In the case of compensation described
in subsection (cX4) of this section, the Sec-
retary may independently verify or other-
wise act upon wage or self-employment In-
formation referred to in subsection (b) of
this section only If the Secretary finds that
the amount and duration of the earnings re-
ported in that Information clearly indicate
that the individual may no longer be quali-
fied for a rating of total disability.

"(e) The Secretary shall inform the indi-
vidual of the findings made by the Secre-
tary on the basis of verified Information
under subsection (b) of this section, and
shall give the Individual an opportunity to
contest such findings, in the same manner
as appll to other Information and findings
relating to eligibility for the benefit or serv-
ice involved.

"(f)(l) If funds appropriated to the De-
partment of Veterans Affairs for general op-
erating expenses for arty fIscal year do not
Include sufficient amounts provided for the
purpose of carrying out this section durIng
that fIscal year. the Secretary shall pay the
expenses of carrying out this section during
that fIscal year (to the extent that such
general operating expenses appropriations
are insufficient for that purpose) from
amounts available to the Department for
the payment f compensatIon and pension.

(7) For any fIscal year for which the au-
thority provided by paragraph (1) is used, If
a supplemental appropriation law Is enacted
to provide additional funds to the Depart-
ment of Veterans Affairs for general operat-
Ing expenses for that fIscal year which are
to be available for the purpose of carrying
out this section, such supplemental appro-
priations for such purpose shall (to the
extent available) be used to reimburse ap-
propriations provided for payment of com-
pensation and pension for any expenses pre-
viously charged against such appropriations
for the administration of this section.

"(g) The authority of the Secretary to
obtain Information from the Secretary of
the Treasury or the Secretary of Health and
Human Services under section
6103(1)(7)(D)(vffl) of the mt-ems-I Revenue
Code of 1986 expires on September 30.
1992.".

(2) The table of sections at the beginning
of such chapter Is amended by adding at the
end the following new ltem

"3117. Use of Income information from
other agencies: notice and veil-
flcs-tion",

(C) NoTice vo Cuaaq-r Bi,-arIcmzras.—(j)
The Secretary of Veterans Alt airs shall
notify Individuals who. (as of the enactment
of this Act) are applicants for or recipients
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at the benefits described In subsection. (b)
(other than paragraph 3)) of section 3117
of title 38, UnIted States Code (55 added by
subsection (b)), that income Information
furnished to the Secretary by such appli-
cants and recipients may be compared with
information obtained by the Secretary from
the Secretary of Health and Human Serv-
ices or the Secretary of the Treasury under
sectIon 6103(1X7)(DXvIII) of the Internal
Revenue Code of 1986 (as added by subsec-
tion (a)).

(2) NotIfication under paragraph (1) shall
be made not later than 90 days after the
date of the enactment of this Act.

(3) The Secretary of Veterans Affairs may
not obtain Information from the Secretary
of Health and Human Services or the Secre-
tary of the Treasury under section
6103(l)(7)(D)(yjli) of the Internal Revenue
Code of 1988 (ss added by subsection (a))
until sisch notIfication under paragraph (1)
Is made.
SEC. 11052. W1LLFL MISCONDUCt IN LINE OF

Dt!rY.
(a) REPEAL or Ruu WITH RESPECT ro Pax-

St7TIoN 0, Wruzui. Miscosuucr.—Sectlon
105(a) of title 38, UnIted States Code, Is
amended by striking out the last sentence.

(b) Paoaxsxrxos oF PAYMENT OP BENIrITS
BASED on SxooNnAaY Es-FaCTS or WILL-
Put Mxscosuucr.—(1) Section 310 of such
title Is amended by Inserting ", Including
the secondary effects," after "disability" the
last place it appears.

(2) Section 331 of such title Is amended by
Inserting", including the secondary ef-
fects." after "disability" the last place it ap-pea

(3) Section 521 of such title Is amended by
Inserting °, Including the secondary ef-
fects," after "disabIlity".

(c) Emc-rxvx DATE.—The amendments
made by this section shall apply with re-
spect to claims filed after October 31, 1990.
C. tisu. MANDATORY REPORTING OF SOCIAL SE.

CURFFY NUMIJERS BY BIiNEFYTS
ClAIMANTS AND USES OF DEATH IN.
FORMATION BY THE DEPARTMENT OF
VETERANS AFFAIRS.

(a) MAnna'roEy ROflrtNG 0? SodAs. Sacu-
BITT NITMBEP.s._Section 3001 of title 38.
United States Code, is amended by adding
at the end the following new subsection:

"(cxl) Any person who applies for or is in
receipt of any compensation or pension ben-
ef it under laws administered by the Secre-
tary shall, 11 requested by the Secretary,
furnish the Secretary with the social securi-
ty number of such person and the social se-
curity number of any dependent or benefici-
ary on whose behalf, or based upon whom.
such person applIes for or is in receipt of
any such benefits. A person Is not required
to furnish the Secretary with a social securi-
ty number for any person to whom a social
security number has not been assigned.

"(2) The Secretary shall deny the applica-
tion of or terminate the payment of com-
pensation or pension to a person who fails
to furnish the Secretary with a social securi-
ty number required to be furnished pursu-
ant to paragraph (1) of this subsection. The
Secretary may thereafter reconsider the ap-
plication or reinstate payment of compensa-
tion or pension, as the cs-se may be, if such
person furnishes the Secretary with such
social security number.".

(b) Rzvizw op DEPARTMENT OF Ha*i.ra AND
HUMAN Smvxczs DEATH INFORMATIoN To
IDsoriry DECEASED Racxprmrs op Cosspgs,.-
TION AND PENSION Bremrs.—(1) Chapter 53
of title 38, UnIted States Code, as amended
by section 11051. Is further amended by
adding at the end the following new section:
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I SitS. Review of Department of Health and
Human Services death information
"(a) The Secretary shall periodically com-

pare Department of Veterans Affairs Infor-
mation regarding persons to or for whom
compensation or pension Is being paid with
Department of Health and human Services
death Infonnatlon for the purposes of—

"(1) determining whether any such per-
sons are deceased;

"(2) ensurIng that such payments to or for
any such persons who are deceased are ter-
minated in a timdly manner; and

"(3) ensuring that collection of overpay-
ments of such benefIts resulting from pay-
ments after the death of such persons is ml-
t-iated in a timely manner.

'(b) The Department of Health and
Human Services death information referred
to in subsection (a) of this section is death
information available to the Secretary from
or through the Secretary of Health and
Buman Services, Including death informa-
tIon available to the Secretary of Health
and Human Services from a State, pursuant
to a memorandum of understanding entered
into by such Secretaries.".

(2) The table of sections at the beginning
of such chapter is further amended by
adding at the end the following:

'3118. Review of Department of Health and
Human Services death infor-
mation.".

TITLE Xll—COMMI'rrEE ON WAYS AND
MEAN& SPENDING

TABLE OF CONTENTS OF TITLE
8ubti tie A—Provislons Relating to Medic-are

Part A
Sec. 12001. Reductions In payments for cap-

ital-related costs of inpatient
hospital services for fiscal year
1991.

Sec. 12002. ProspectIve payment hospitals.
Sec. 12003. Expansion of DRO payment

window.
Sec. 12004. Payments for direct graduate

medical education costs.
Sec. 12005. PPS-exempt hospitals.
Sec. 12006. Freeze in payments under part

A through December 31.
Subtitle B—Provisions Relating to Medicare

Part. B
Part 1—PATMEler POE PHYsICIANs Smvicas

Sec. 12101. ReductIon in payments for over-
valued procedures.

Sec. 12102. Payment for radiology services.
Sec. 12103. Anesthesia services.
Set- 12104. Pathology services.
Sec. 12105. Payments for physicians' serv-

ices.
Sec. 12106. Treatment of new physIcians.
Sec. 12107. Payments for assistants at sur-

gery.
Sec. 12108. Int-erpretation of electrocardio-

grams.
PART 2—0-mm Iraes ann StsvIcEs

Sec. 12111. Payments for hospital outpa-
tient services.

Sec. 12112. Durable medical equipment.
Sec. 12113. Payments for clinical diagnostic

laboratory tests.
Sec. 12114. Reduction in payments under

part B during final 2 months of
1990.

Subtitle C—Provisions Relating to Medicare
Parts A and B

Sec. 12201. End stage renal disease services.
Sec. 12202. ExtensIon of secondary payor

provisions.
Subtitle D—Provislons Relating to Medicare

Part B Premium and Deductible
Sec. 12301. Part B premium.
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Sec. 12302. Part B deductible.

Subtitle E—User Fees
Sec. 12401. 4.year extension of Customs

user fees.
Sec. 12402. 5-year extension of Internal

Revenue Service user fees.
Sec. 12403. Increase In PBGC premium

rates.
Sec. 12404. Recovery of OASDI overpay-

ments by means of reduction in
tax refunds.

Subtitle F—Government-Sponsored
Enterprises

Sec. 12501. Financial safety and soundness
of Government-sponsored en-
terprises and Government cor-
porations.

Sec. 12502. Congressional Budget Office
study.

Subtitle G—Public Debt Limit
Sec. 12601. Increase In public debt limit.
Subtitle A—Proision Relating to Medicare Part

A

SEC. 12051. REDUCTIONS IN PAYMENTS FOR CAP-
ITAL-RELATED COSTS OF INPATIENT
HOSPITAL SERY ICES FOR FiSCAL
YEAR 1991.

(a) lic Gmaz..—Section 1886(gX3)(A)(v)
of the Social Security Act (42 U.S.C.
1395ww(gX3XA)(v)) is amended by striking
"September 30, 1990" and Inserting "Sep-
t.ember 30, 1991".

(b) EXEMPTION FOR Ruiw PRmLp.y CAax
HosPrrAi.s.—Section 1886(gX3XB) of such
Act is amended by striking
"1886(dX5)(D)(iii))." and inserting
"1886(d)(5)(D)(lli) or a rural primary care
hospital (as defined in section
1861(mm)( 1))."
SEC. 12002. PROSPECTIVE PAYMENT HOSPITALS.

(a) HOSPITAL PAYMENT AnJusr,esNTs.—
(1) CHMIGES IN UPDATE FACTORS.—
(A) IN GENERAL—Section 1886(b)(3)(B)(i)

of the Social Security Act (42 U.S.C.
1395ww(b)(3XBXi)) is amended—

(i) by striking "and" at the end of sub-
clause (V);

(ii) in subclause (VI)—
(I) by striking '1991" and inserting

"1994", and
(H) by redesignating such subclause as

subclause (IX); and
(iii) by inserting after subclause (V) the

following new subclauses:
'(VI) for fiscal year 1991, the market

basket percentage increase minus 2.0 per-
centage points for hospitals in all areas.

'(VU) for fiscal year 1992, the market
basket percentage increase minus 3.55 per-
centage points for hospitals in all areas,

"(VIII) for fIscal year 1993, the market
basket percentage increase mInus 1.0 per-
centage point for hospitals in all areas,
and".

(B) En'EcTIvE DATE—The amendments
made by subparagraph (A) shall apply to
payments for discharges occurring on or
after January 1, 1991.

(2) Ruiw. AND INNER-CITY HOSPITALS.—
(A) CHANGES IN DISPROPORTIONATE SHARE

ADJUSTMENTS.—
(I) IwcazssE FOR URBAN HOSPITALS WITH

MORE THAN 100 BEDS—Section
1.886(d)(5XF)(vii) of such Act (42 U.S.C.
1395ww(dX5)(FXvii)) is amended—

(I) in subclause (D, by striking "greater
than 20.2." and all that follows and insert-
ing the following: "greater than 20.2—

"(a) for cost reporting periods beginning
on or after April 1, 1990, and ending on or
before September 30, 1990, (P-20.2)(.65) +
5.62.

"(b) for cost reporting periods beginning
on or after October 1, 1990. and ending on
or before September 30, 1.992, (P-20.2)(.8) +
5.88.
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(e) for cost reporting periods beginning

on or after October 1, 1992, and ending on
or before September 30, 1993, (P-20.2)(.9) +
6.14,

"(d) for cost reporting periods beginning
on or after October 1, 1993, and ending on
Os' before September 30, 1994, (P-20.2X.95)
+ 6.66, and

"Ce) for cost reporting periods beginning
on or after October 1, 1994, (P-20.2) + 6.92;
or"; and

(II) In subclause (U), by striking "hospital,
(P-15X.6) +2-5." and inserting the follow-
Ing: "hospital—

"(a) for cost reporting periods beginning
on or after April 1, 1990, and ending on or
before September. 30, 1990, (P-l5)(.6) + 2.5,

"(b) for cost reporting periods beginning
on or after October 1, 1990, and ending on
or before September 30, 1992, (P-ISX.65) +
2.5,

"(C) for cost reporting periods beginning
on or after October 1, 1992, and ending on
or before September 30, 1993, (P-15)(.7) +
2.5,

"(d) for cost reporting periods beginning
on or after October 1, 1993, and ending on
or before September 30, 1994, (P-15)(.8) +
2.5, and

"(e) for cost reporting periods beginning
on or after October 1, 1994, (P-15X.85) +
25,".

(ii) INCREASE FOR nOsPrrALS WITH DISPRO-
PORTIONATE INDIGENT CARE RZVZNUES.—Sec-
tion 1886(d)(5)(F)( iii) of such Act (42 U.S.C.
1395ww(dX5XF)(iii)) is amended by striking
"30 percent" and inserting "35 percent".

(iii) REPEAL or smsSE'r.—Sectlon 1886(d) of
such Act (42 U.S.C. 1395ww(d)) is amended
by striking "and before October 1, 1995,"
each place it appears in paragraph (2)(CXiv)
and paragraph (5)(F)(i).

(iv) No RESIANDARDIZING FOR RECENT AD-
JVSTMENTS.-

(I) ADJUSTMENTS UNDER OBRA 1989.—Sec-
tion 1886(d)(2)(CXiv) of such Act (42 U.S.C.
1395ww(d)(2)(C)(iv)) is amended by striking
the period at the end and Inserting the f 01-
lowing: ", except that the Secretary shall
not exclude additional payments under such
paragraph made as a result of the enact-
ment of section 6003c) of the Omnibus
Budget F.conclliation Act of 1989.".

(II) ADJUSTMENTS UNDER OBRA iseo.—Sec-
tion 1886(d)(2)(C)(iv) of such Act, as amend-
ed by clanse (i), is further amended by strik-
ing 1989." and Inserting "1989 or the enact-
ment of section 12002(c)(3) of the Omnibus
Budget Reconciliation Act of 1.990.".

(v) Emc-rivz DATL—The amendments
made by clauses (i), (Ii), (ill), and (iv)(II)
shall apply to discharges occurring on or
after July 1, 1991, and the amendment made
by clause (iv)(I) shall take effect as If in-
cluded in the enactment of the Omnibus
Budget Reconciliation Act of 1989.

(B) PHASE-OUT OF SEPARATE AVERAGE STAND-
ARDIZED AMOUNTS.—

(i) IN GENERAL—Section 1886(b)(3)(B)(i) of
such Act (42 U.S.C. 1395ww(b)(3)(B)(i)), as
amended by subsection (a)(1), is further
amended—

(I) in subclause (VI), by striking "in all
areas," and inserting "in a large urban or
other urban area, and such percentage in-
crease for hospitals located in a rural area
as will provide for a reduction of 1/5 (com-
pared to fiscal year 1990) in the percentage
difference between the average standardized
amount determined under subsection
(dX3)(A) for hospitals located in an urban
area (other than a large urban area) and
such average standardized amount for hos-
pitals located in a rural area,";

(II) in subclause (VII), by striking "in all
a1eas," and Inserting "in a large urban or
other urban area, end 8uch percentage in-
crease for hospitals located In a rural area
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as will provide for a reduction of 1/4 (com-
pared to fiscal year 1991) in the percentage
difference between the average Standardized
amount determined under subsection
(d)(3)(A) for hospitals located in an urban
area (other than a large urban area) and
such average standardized amount for hos-
pitals located in a rural area,";

(1ff) in subclause (VIII), by striking "in all
areas, and" and inserting "in a large urban
or Other urban area, and such percentage in-
crease for hospitals located in a rural area
as will provide for a reduction of 1/3 (com-
pared to fIscal year 1992) in the percentage
difference between the average standardized
amount determined under subsection
(d)(3)(A) for hospitals locatedin an urban
area (other than a large urban area) and
such average standardized amount for hos-
pitals located in a rural area,";

(1V) in subclause (IX)—
(a) by striking "1994" and inserting

"1996", and
(b) by redesignating such subclause as

subclause (XI); and
(V) by inserting after subclause (VIII) the

following new subclauses:
"(IX) for fiscal year 1994, the market

basket percentage increase for hospitals 10-
cated in a large urban or other urban area,
and such percentage Increase for hospitals
located in a rural area as will provide for a
reduction of 1/2 (compared to fiscal year
1993) in the percentage difference between
the average standardized amount deter-
mined under subsection (d)(3)(A) for hospi-
tals located in an urban area (other than a
large urban area) and such average stand-
ardized amount for hospitals located in a
rural area,

"(X) for fiscal year 1995, the market
basket percentage increase for hospitals 10-
cated in a large urban or other urban area,
and such percentage increase for hospitals
located in a rural area as will provide for
the average standardized amount deter-
mined under subsection (d)(3)(A) for hospi-
tals located in a rural area being equal to
such average standardized amount for hos-
pitals located in an urban area (other than a
large urban area), and",

(ii) COSTORMING A2LENDMZNTS.—SectiOn
1886(d) of such Act (42 U.S.C. 1395ww(d)) is
amended—

(I) in paragraph (IXA)(iii), by striking
"rural, large urban, or other urban area"
and inserting "large urban or other area";

(II) in paragraph (3)(A)—
(a) in clause (ii), by striking "the Secre-

tary" and inserting "and ending on or
before September 30, 1995, the Secretary",

(b) by redesignating clause (iii) as clause
(iv), and

(c) by inserting afterclause (ii) the follow-
ing new clause:

"(iii) For discharges occurring in a fiscal
year beginning on or after October 1, 1995,
the Secretary shall compute an average
standardized amount, for hospitals located
in a large urban area and for hospitals locat-
ed in other areas within the United States
and within each region equal to the respec-
tive average standardized amount computed
for the previous fIscal year under this sub-
paragraph increased by the applicable per-
centage increase under subsection
(bX3)(B)(i) with respect to hospitals located
In the respective areas for the fiscal year in
volved.";

(1ff) in paragraph (3XB), by striking "in
an urban area" and all that follows through
"rural area" and inserting "in a large urban
area and for hospitals located in an other
urban area";

(IV) in paragraph (3)(DXi)—
(a) in the matter preceding subclause (I),

by striking "an urban area (or," and all that
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follows through area)," and inserting a
large urban area, and

(b) in subclause (I), by striking "an urban
area" and inserting 'a large urban area":
and

(V) in paragraph (3)(D)(ll), by striking 'a
rural area" each place it appears and insert-
ing "Other areas".

(Ill) Emcrxva DATE.—The amendments
made by clause (i) shall apply to payments
for discharges occurring on or after January
1, 1991, and the amendments made by
clause ii) shall take effect October 1, 1995.

(3) PEASE-IN OF £P1A WAGE INDEX UPDATE
FOR FIscAL i-wi 1991.—Subject to the last
sentence of section 1886d)(3)(E) of the
Social Security Act, for• purposes of deter-
mining the amount of payment made to a
hospital under part A of title XVIII of the
Social Security Act for the operating costs
of Inpatient hospital services, the Secretary
of Health and Human Services, In adjusting
such amount under such section to reflect
the relative hospital wage level In the geo-
graphic area of the hospital compared to
the national average hospital wage Index,
shall—

(A) for discharges occurring during the
period beginning January 1, 1991, and
endIng September 30, 1991, apply a com-
bined area wage index consisting of—

(i) 75 percent of the area wage index de-
termined using the survey of the 1988 wages
and wage-related costs of hospitals in the
United States conducted under such section,
and

(ii) 25 percent of the area wage index ap-
plicable to the hospital for discharges occur-
ring during fiscal year 1990, as determined
using the survey of the 1984 wages and
wage-related costs of hospitals in the United
States conducted under such section; and

(B) for discharges occurring during fiscal
year 1992 and fiscal year 1993. apply the
area Wage index otherwise applicable to the
hospital under such section for discharges
occurring during such fiscal year.

(4) Srmx OF ARZA WAGZ INDEX ADJUST-
)LENT5 BASED ON PROFESsIONAL OCCVPATIONAL
COMPONENT.-

(A) CouJcnoN OF DATA.—The Secretary of
Health and Human Services shall collect
data on employee compensati on and paid
hours of employment for employees of sub-
section (d) hospitals (as defined in section
1886(d)(1XB) of the Social Security Act) in
various occupational categories, and shall
provide such data to the Prospective Pay-
ment Assessment Commission.

(B) RErORT TO coNGRzss.—Not later than
September 1, 1993, the Prospective Payment
Assessment Commission shall, using the
data provided by the Secretary under sub-
paragraph (A), prepare and submit a report
to Congress analyzing methods to adjust the
area wage Index applicable to a hospital
under section 1886(d)(3)(E) of such Act to
take Into account variations in occupational
categorlea included in such index.

(5) PRMANZNT XTE1?SIoN OF REGIONAL
FLOOR ON BTAflDARDIZED A1gOUNTS.—

(A) lic otza&i..—8ection 1886(d)I1XA)(iii)
of such Act (42 U.S.C. 1395ww(d)(1XA)(1il))
is amended by striking 'during the period"
and all that followe through 1990" and in-
serting "on or after Apr11 1, 1988,".

(B) ExnsIoN MADr ON BUDGET-NIUTRAL
BASIS.—The Secretary of Health and Human
Services shall make any adjustments result
ing from the amendment made by subpara-
graph (A) In the amount of the payments
made to hospitals under section 1888(d) of
the Social Security Act In a fIscal year for
the operating costs of Inpatient hospital
services In a manner that ensures that the
aggregate payments under 8uch section are
not greater or less than those that would
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have been made in the year without such
adjustments.

(C) EFFECTIVE DATE.—The amendment
made by subparagraph (A) shall apply to
discharges occurring on or after October 1,
1990.

(8) ELIMINATION OF HOSPITAL O?V-5T POR
SERvICES OF PHYSIcIAN ASSISTANTS.—

(A) IN GENERAL.—Section 9338 of the Om-
nibus Budget Reconciliation Act of 1986 is
amended by striking subsection (d).

(B) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall take effect as if
included in the enactment of the Omnibus
Budget Reconciliation Act of 1986.

(7) DETERMINATION OF REASONABLE O5T5
RELATING TO SWING BEDS.—(A) Section
1883(a)(2)(B)(ii)(II) of such Act (42 U.S.C.
1395tt(a)(2)(B)(ii)(II)) is amended by strik-
ing "the previous calendar year" and all
that follows through the period and insert-
ing 'the most recent year for which cost re-
porting data are available with respect to
Such services (increased in a compounded
manner by the applicable increase for pay-
ments for routine service costs of skilled
nursing facilities under section 1888 for sub-
sequent cost reporting periods and up to
and Including such calendar year) under
this title to freestanding skilled nursing f a-
cilities in the region (as defined in section
1886(d)(2)(D)) in which the facility is locat-
ed.".

(B) If, as a result of the amendment made
by subparagraph (A), the reasonable cost of
routine services furnished by a hospital
during a calendar year (as determined under
section 1883 of the Social Security Act) is
less than the reasonable cost of such serv-
ices determined under such section for the
previous calendar year, the reasonable cost
of such services furnished by the hospital
during the calendar year under such section
shall be equal to the reasonable cost deter-
mined under such section for the previous
calendar year.

(C) The amendment made by subpara-
graph (A) shall apply to services furnished
on or after October 1, 1990.

(b) ADMINIS1ItATION OF HOSPITAL PAYMENT
SysT.—

(1) UNIFORM REPORTING REQUIREMENTS FOR
CERTAIN HOSPITALS.—

(A) REQuIRZr'rs.—Each hospital de
scribed in subparagraph (B) shall, in accord-
ance with the uniform system for reporting
by medicare participating hospitals devel-
oped by the Secretary of Health and
Human Services under section 4007(c) of the
Omnibus Budget Reconciliation Act of 1987,
report the information described in para-
graph (2) of such section to the Secretary.

(B) HOSPITALS SUBJECT TO REQUIREMENI'.—
Each of the following hospité.ls is subject to
the requirement of subparagraph (A):

(i) A hospital receiving an additional pay-
ment under section 1886(d)(S)(F) of the
Social Security Act (relating to payments to
disproportionate share hospitals).

(II) A hospital classified by the Secretary
of Health and Human Servlce8 as a sole
community hospital under section
1886(dXSXD) of such Act.

(111) A hospital classified by the Secretary
as a regional referral center under section
1886(d)(5)(C) of such Act.

(iv) A hospital classified by the Secretary
as & medicare-dependent, small rural hospi-
tal under section 1886(d)(5)(O) of such Act.

(v) A hospital designated by the Secretary
as n esBentlal access community hospital
under section 1820(i)(1) of such Act.

(C) EFFECTIVE DATL—The requirement of
aubparagraph (A) shall apply to hospitals
with rpect to coBt reporting periods begin-
ning on or after October 1, 1990.
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(2) RESPONSIBILITIES AND REPORTING RE-

QUIREMENTS OF PROSPECTIVE PAYMENT ASSESS-
MENT cOMMISSION.—

(A) EXPANSION OF REsPoNsIaILITIEs.—Sec
tion 1886(e)(2) of the Social Security Act (42
U.S.C. 1395ww(e)(2)) is amended—

(i) by striking "(2)" and Inserting '(2)(A)":
and

(ii) by adding at the end the following new
subparagraphs:

"(B) In order to promote the efficient and
effective delivery of high-quality health
care services, the Commission shall, in addi-
tion to carrying out its functions under sub.
paragraph (A), study and make recommen-
dations for each fiscal year to the Commit-
tee on Finance of the Senate and the Com-
mittee on Ways and Means of the House of
Representatives regarding changes in each
existing reimbursement policy under this
title under which payments to an Enstitution
are based upon prospectively determined
rates and the development of new institu-
tional reimbursement policies under this
title, Including recommendations relating
to-

'(i) payments during such fiscal year
under the prospective payment system es-
tablished under this section for determining
payments for the operating costs of inpa-
tient hospital services, including changes in
the number of diagnosis-related groups used
to classify inpatient hospital discharges
under subsection (d), adjustments to such
groups to reflect severity of illness, and
changes in the methods by which hospitals
are reimbursed for capital-related costs, to-
gether with general recommendations on
the effectiveness and quality of health care
delivery systems in the United States and
the effects on such systems of institutional
reimbursements under this title;

"(ii) payments to hospitals located in large
urban areas, including the appropriate
treatment of bad debt and charity care and
the relation between payments to hospitals
under this section and payments under pro-
grams that reimburse hospitals for provid-
ing inpatient care to low-income individuals;

'(iii) payments to hospitals located in
rural areas, Including appropriate responses
to problems relating to low hospital occu-
pancy rates, the quality of care provided by
such hospitals, and the access of individuals
living in rural areas to high.quality health
care services; and

'(iv) changes in the insurance program es-
tablished by this title that will constrain the
costs to private employers of providing
health care to employees.

'(C) By not later than June 1 before the
beginning of each fiscal year, the Commis-
sion shall submit a report to the Committee
on Finance o the Senate and the CommitS
tee on Ways and Means of the House of
Representatives containing a description of
its activities during the preceding fisca)
year.".

(B) REPORTING REQUIREMENT5 FOR COMMI5-
510N AND SECRrrARY ZLXMINATION OF OTA RE-
PORTING REQUIRZMENTs.—Section 1886 of
such Act (42 U.S.C. 1395ww) is amended—

(i) by striking subparagraph (D) of subsec-
tion (d)(4);

(ii) in the second sentence of subsection
(eX2XA), as amended by paragraph (1)(A).
by striking 'In addition" and all that fol-
lows through "the Commission" and Insert-
ing 'The CommIssionS';

(lii) in subsection (e)(3)(A)—
(I) by striking "the Secretary" and Insert-

ing "the Committee on Finance of the
Senate and the Committee on Ways and
Means of the House of Representatives',
and

(II) by striking the period at the end and
Inserting the following: ",together with its
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general recommendations under paragraph
(2)(B)(i) regarding the effectiveness and
quality of health care delivery systems In
the United States.",

(lv) In subsection (e)(4)—
(1 by strIking "(4)" and inserting

"(4XA)". and
(II) by adding at the end the following

new subparagraph:
(B) In addition to the recommendation

made under subparagraph (A), the Secre-
tary shall, taking into consideration the rec-
ommendations of the Commission under
paragraph (2X8), recommend for each fiscal
year (beginning with fiscal year 1992) other
appropriate changes in each existing reim-
bursement policy under this title under
which payments to an institution are based
upon prospectively determined rates.";

(v) in subsection (e)(5)—
(I) by striking "recommendation" each

place it appears and Inserting "recommen-
dations", and

(II) by adding at the end the following
new sentence: "To the extent that the Sec-
retary's recommendations under paragraph
(4) differ from the Commission's recommen-
dations for that fIscal year, the Secretary
shall include in the publication referred to
In subparagraph (A) an explanation of the
Secretary's grounds for not following the
Commission's recommendations."; and

(vi) in subsection (e)(6)(G)—
(1 by striking clause (i), and
(II) by redesignating clauses (U) and (iii)

as clauses (i) and (ii).
(C) COMPOSITION or C0MSUSSION.—Section

1886(e)(6)(B) of such Act (42 U.S.C.
1395ww(e)(6)(B)) is amended—

(i) by striking "professionals" and insert-
ing "professions"; and

(ii) by striking "including physicians" and
inserting "Including (but not limited to)
physicians".

(D) Co1vomsIwG AMENDME!rr.—Section
1845(c)(IXD) of such Act (42 U.S.C. 1395w-
l(cXl)(D)) Is amended by striking "reports
and".

(E) Emc'rxvz DATE.—The amendments
made by this paragraph shall take effect on
the date of the enactment of this Act.
SEC 12003. EXPANSION OF DRG PAYMENT WINDOW.

(a) IN GENEaAI..—The first sentence of sec-
tion 1886(aX4) of the Social Security Act
(42 U.S.C. 1395ww(a)(4)) is amended by
striking the period and inserting the follow-
Ing: ", and includes the costs of all services
for which payment may be made under this
title that are provided by the hospital to the
patient during the 72-hour period ending on
the date of the patient's admission.",

(b) ErrscTxvE DATE.—The amendment
made by subsection (a) shall apply to serv-
ices furnished on or after January 1, 1991.
S€C. 12001. PAYMENTS FOR DIRECT GRADUATE

MEDICAL EDUCATION C08'PR
(a) DsTzasiiNATIoN OF FULL-Tnaz-EquIvA-

LENT RESIDmF?8.—
(1) TRL%TMENT OF PRIMARY CARE AND NON-

PRIMARY CARE RESIDENTS IN INITIAL RESIDES-
CT PERI0D.—.Section 1888(h)(4)(CXii) of the
Social Security Act (42 U.S.C.
1395ww(h)(4)(C)<ii)) Is amended by striking
'Is 1.00," and Inserting the followlnw. "Is—

"(1) 1.1, in the case of a resident who is
primary care resident;

"(Ii) 1.0. In the case of a resident who Is
not a primary care resident and who special-
izes in internal medicine or pediatrics; or

"(Ill) .75, in the case of a resident not de-
scribed in subclauses (I) or (II),".

(2) WEIGHTING FACTOR AFTER INITIAL RESI-
DINCY PERI0D.—Sectton 1886(hX4)(C)(iv) of
such Act (42 U.S.C. 1395ww(hX4)<C)<Iv)) Is
amended by strIking ".50" and Inserting

(3) DmNrnON.—Section 1888(h)<5) of
such Act (42 U.S.C. 1395ww(h)(5)) is amend-
ed-

(A) by redesignating subparagraph (H) as
subparagraph (I); and

(B) by Inserting after subparagraph (0)
the following new subparagraph:

"(H) PRIMARY CARS assIDmrr.—The term
'primary care resident' means (In accord-
ance with criteria established by the Secre-
tary) a resident being trained In a distinct
program of family practice medicine, gener-
al internal medicine, or general pediatrics.".

(4) EpTECTIVE DATE.—The amendments
made by paragraphs (1), (2), and (3) shall
apply to cost reporting periods beginning on
or after October 1, 1990.

(b) CAP ON AmovxD Fit Rssws,er
AMouwrs.—Section 1886(h)(2XD) of such
Act (42 U.S.C. 1395ww(h)(2)<D)) is amended
by striking the period at the end and insert-
ing the followlnr ", except that the ap-
proved Fit resident amount for the hospi-
tal may not exceed—

"(I) for cost reporting periods beginning in
fIscal year 1992, 200 percent of the median
of all approved Fit amounts for hospitals
under this paragraph for coat reporting pe-
riods beginning in such fiscal year, adjusted
by the area wage Index applicable to the
hospital under subsection (d)(3)(E) during
such cost reporting period;

"(Ii) for cost reporting periods beginning
in fiscal year 1993, 175 percent of the
median of aJ.l approved Fit amounts for
hospitals under this paragraph for cost re-
porting periods beginning in such fiscal
year, adjusted by the area wage Index appli-
cable to the hospital under subsection
(d)(3)(E) during such cost reporting period;
and

"till) for cost reporting periods beginning
in fiscal year 1994 or any subsequent fiscal
year, 150 percent of the median of all ap-
proved Fit amounts for hospitals under
this paragraph for cost-reporting periods be-
ginning In such.flscal year, adjusted by the
area wage lnde-x applicable to the hospital
under subsection (d)(3)(E) during such cost
zeportinr,3eriod.".
SEC. 12205. PPS-EXEMFT I1OSPrTALS.

(a) REDJ'rIoN 110 PAYMENT FOR CAPITAL-
RELATED CosTs.—Section 1888(g)(3) of the
Social Security Act (42 U.S.C. 1395ww(g)(3))
Is amended by adding at the end the follow-
ing new subparagraph:

"(C) In determining the amount of the
payments that may be made under this title
with respect to the capital-related costs of
Inpatient hospital services of a hospital that
is not described in subparagraph (A). the
Secretary shall reduce the amount of such
payments otherwise established under this
title by 15 percent for payments attributa-
ble to portions of cost reporting periods or
discharges (as the case may be) occurring
during fIscal year 1991 or fIscal year 1992.".

(b) DEVELOPMENT OF NATIONAl. PROSTEC-
'rsvz PAYMmIT RATES FOR CURRENT N0N-PPS
HosPrrA.8.—

(1) DEVELOPMENT OP PR0POsAL.—The Secre-
tary of Health and Human Services shall de-
velop a proposal to modify the current
system under which hospitals that are not
subsection (d) hospitals (as defined In sec-
tion 1888(dXl)(B) of 'the Social Security
Act) receive payment for the operating and
capital-related costs of inpatient hospital
ervIces under part A of the medicare pro-
gram or a proposal to replace such system
with a system under which such payments
would be made on the basis of nationally-de-
termined average standardized amounts. In
developing any proposal under this para-
graph to replace the, current system with a
prospective payment system, the Secretary
shall-
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(A) take into consideration the need to

provide for appropriate limits on increases
in expenditures under the medicare pro-
gram;

(B) provide for adjustments tO prospec-
tively determined rates to account for
changes in a hospital's case mix, severity of
illness of patients, volume of cases, and the
development of new technologies and stand-
ards of medical practice;

(C) take into copsideration the need to in-
crease the payment otherwise made under
such 8ystem in the case of services provided
to patients whose lehgth of stay or costs of
• treatment greatly exceed the length of stay
or cost of treatment provided for under the
applicable prospectively determined pay-
ment rate;

(D) take into consideration the need to in-
crease payments under the system to hospi-
tals that treat a disproportionate share of
low-income patients, teaching hospitals, and
hospitals located in geographic areas with
high wages and wage-related costs; and

(E) 'provide for the appropriate allocation
of operating and capital-related costs of hos-
pitals not subject to the new prospective
payment system and distinct units of such
hospitals that would be paid under such
system.

(2) Rxpowrs.—(A) By not later than Feb-
ruary 1, 1991, the Secretary shall submit the
proposal developed under paragraph (1) to
the Committee on Finance of the Senate
and the Committee on Ways and Means of
the House of Representatives.

(B) By not later than May 1, 1991, the
Prospective Payment Assessment Commis-
sion shall-submit an analysis of and com-
ments on the proposal developed under
paragraph (1) to the Committee on Finance
of the Senate and the Committee on Ways
and Means of the House of Representatives.

Ic) APPEALs or TMiGrr AMOUNTS.—
(1) DEADx,niEs FOR REVIEW AND DECISION.—

(A) Section '1816(f) of the Social Security
Act (42 U.S.C. 1395h(f)) is amended—

(I) by strikIng "(1)" and "(2)" and insert-
ing "(A)" and "(B)";

(II) by striking "(f)" and inserting '!(f)(l)";
and

(Ill) by striking "Such standards and crite-
ria" and all that follows and inserting the
following

"(2) The standards and criteria estab-
lished under paragraph (1) shall include—

"(A) with respect to claims for services
furnished under this part by any provider of
services other than a hospital—

"(i) whether such agency or organization
is able to process 75 percent of reconsider-
ations within 80 days (except in the case of
fiscal year 1989, 68 percent of reconsider-
ations) and 90 percent of reconsiderations
withIn 90 days, and

"(ii) the extent to which such agency or
organization's determinations are reversed'
on appeal; and

"(B) with respect to applications for a re-
consideration of the target amount applica-
ble under section 1886(b) to a hospital that
is not a subsection (d) hospital (as defined
In section 1886(d)(1)(B))—

'(i) if such agency or rganlzation receives
a completed application, whether such
agency or organization is able to process
such application not later than 80 days after
the application is filed, and

"(U) if such agency or organization re-
ceives an Incomplete application, whether
such agency or organization Is able to
return the application with Instructions on
how to complete the application not later
than 80 days after the application is fUed.".

(B) Section 1886(b)(4)(A) of such Act (42
U.S.C.' 1395ww(b)<4)(A)) Is amended by
adding at the end the following new sen-
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tence: "The Secretary shall announce a de-
cision on any request for an exemption, ex-
ception, or adjustment under this para-
graph not later than 120 days after receiv-
ing a completed application for such exemp-
tion, exception, or adjustment, and shall In-
clude in Such decision a detailed explana-
tion of the grounds on which such request
was approved or denied.".

(2) STANDARDS FOR ASSIGNMEN'r OF NEW BASE
PERIOD—Section 1886thX4) of such Act (42
U.S.C. 1395ww(b)(4)) Is amended—

(A) by redesignating subparagraph (B) as
subparagraph (C); and

(B) by inserting after subparagraph (A)
the following new subparagraph:

"(B) In determining under subparagraph
tA) whether to assign a new base period
which is more representative of the reasona-
ble and necessary cost to a hospital of pro-
viding Inpatient services, the Secretary shall
take into consideration—

'(i) changes in applicable technologies,
medical practices, or case mix severity that
increase the hospital's costs;

"(ii) whether Increases In wages and wage-
related costs in the geographic area in
which the hospital is located exceed the av-
erage of the increases in such costs paid by
hospitals in the United States; and

"(iii) such other factors as the Secretary
considers appropriate in determining in-
creases in the hospitals costs of providing
inpatient services.".

(3) GUIDANCE TO INTERMEDIARIES AND H05-
PITALS.—The Administrator of the Health
Care Financing Administration shall pro-
vide guidance to agencies and organizations
performing functions pursuant to section
1816 of the Social Security Act and to hospi-
tals that are not subsection (d) hospitals (as
defined in section 1886(d)(1)(B) of such Act)
to assist such agencies, organizations, and
hospitals in filing complete applications
with the Administrator for exemptions, ex-
ceptions, and adjustments under section
1886(b)(4)(A) of such Act.

(4) EFFECTIVE DArEs—The amendments
made by paragraph (1) shall take effect on
the date of the enactment of this Act, and
the amendments made by paragraph (2)
shall take effect as tf included in t4e enact-
ment of the Omnibus Budget Reconciliation
Act of 1989.
SEC. 12006. FREEZE IN PAYMENTS UNDER PART A

THROUGH DECEMBER 31.
(a) IN GEitL.—Notwithstandjng any

other provision of law, for purposes of de-
termining the amount of payment for items
or services under part A of title XVIII of
the Social Security Act (including payments
under section 1886 of such Act attributable
to or allocated under such part) durtng the
period described in subsection (b):

(1) The market basket percentage increase
(described in section 1886(b)(3)(B)(iii) of the
Social Security Act 5hall be deemed to be 0
for discharges occurring during such period.

(2) The percentage increase or decrease in
the medical care expenditure category of
the consumer price index applicable under
section 1814(i)(2)(B) of such Act shall be
deemed to be 0.

(3) The area wage index applicable to a
subsection (d) hospital under section
1886(d)(3)(E) of such Act shall be deemed to
be the area wage index applicable to such
hospital as of September 30, 1990.

(4) The percentage change in the con-
sumer price index applicable under section
1886(h)(2)(D) of such Act shall be deemed
to be 0.

(b) DsciuPTIoN OF PERIOD—The period
referred to in subsection (a) is the period be-
ginning on November 1, 1990, and ending on
December 31. 1990.

CONGRESSIONAL RECORD — HOUSE
Subtitle B—ProvIsionB Relating to Medicare Part

B

PART 1—PA YMENT FOR PHYSICIANS'
SERVICES

SEC. 12101. REDUCTION IN PAYMENTS FOR OVER-
PRICED PROCEDURES.

(a) PvIousLY IDEN'rIFflD PROCEDURES.—
(1) IN GENERAL—Section 1842(b)(14) of the

Social Security Act (42 U.S.C. 1395u(b)(14))
is amended—

(A) in subparagraph (A), by Inserting '(i)"
after '(14)(A)". and by adding at the end
the following new clause:

'(ii) In determining the reasonable charge
for a physicians' service specified in sub-
paragraph (C)(i) and furnished during 1991,
the prevailing charge for such service shall
be the prevailing charge otherwise recog-
nized for such service for the period during
1990 begiimlng on April 1. reduced by the
same amount as the amount of the reduc-
tion effected under this paragraph (as
amended by the Omnibus Budget Reconcili-
ation Act of 1990) for such service during
such period.".

(B) in subparagraph (B)(iii)(I), by striking
"practice expense ratio for the service (spec-
ified in table #1 in the Joint Explanatory
Statement referred to in subparagraph
(C)(i))" and Inserting "practice expense
component (percent), divided by 100, speci-
fied in Appendix A (pages 187 through 194)
of the Report of the Medicare and Medicaid
Health Budget Reconciliation Amendments
of 1989, prepared by the Subcommittee on
Health and the Environment of the Com-
mittee on Energy and Commerce, House of
Representatives (Committee Print 101-M,
10 1st Congress, 1st Session) for the service";

(C) in subparagraph (B)(iii)(II), by strik-
ing practice expense ratio" and inserting
'practice expense component (percent), di-
vided by 100";

(D) in subparagraph (C)(i), by striking
"physicians' services specified in table #2 in
the Joint Explanatory Statement of the
Committee of Conference submitted with
the Conference Report to accompany H.R.
3299 (the 'Omnibus Budget Reconciliation
Act of 1989), 101st Congress,' and inserting
procedures listed (by code and description)

in the Overvalued Procedures List for Fi-
nance Committee, Revised September 20,
1989, prepared by the Physician Payment
Review Commission";

(E) in subparagraph (C)(iii), by striking
"The percent change' specified in this
clause, for a physicians' service specified in
clause (i), is the percent change specified for
the service in table #2 in the Joint Explana-
tory Statement" and Inserting The per-
centage change' specified in this clause, for
a physicians service specified in clause (i), is
the percent difference (but expressed as a
positive number) specified for the service in
the list"; and

(F) in subparagraph (C)(iv), by striking
'such value specified for the locality in
table #3 in the Joint Explanatory State-
ment referred to in clause (i)' and Inserting
'the Geographic Overhead Costs Index
specified for the locality in table 1 of the
September 1989 Supplement to the Geo-
graphic Medicare Economic Index: Alterna-
tive Approaches (prepared by the Urban In-
stitute and the Center for Health Econom-
ics Research )".

(2) CoNPoIuING AMENDMENT—Section
1842(b)(4XE)(iv)(I) of such Act (42 U.S.C.
1395u(b)(4)(E)(ivXI)) is amended by striking
"Table #2" and all that follows through
"101st Congress" and inserting the list re-
ferred to in paragraph (14)(C)i)".

(b) UNSUBvEYED SURGIcAL AND TECHNICAL
PRocuis.—Section 1842(b) of the Social
Security Act (42 U.S,C. 1395u(b)) is amend-
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ed by adding at the end the following new
paragraph:

"(16)(A) In determining the reasonable
charge for all physicians' services othcr
than physicians services specified in sub-
paragraph (B) furnished during 1991, the
prevailing charge otherwise recognized for a
locality shall be reduced by 5 percent.

"(B) For purposes of subparagraph (A).
the physicians' services specified in this sub-
paragraph are as follows:

'(i) Radiology, anesthesia and physician
pathology services, and physicians' services
specified in paragraph (14)(C)(i).

(ii) Primary care services specified in sub-
section (i)(3).

"(iii) Hospital visits, consultations and
second and third surgical opinions, preven-
tive medicine visits, other visits, psychiatric
services, emergency care faculty services,
and critical care services.

"(iv) Partial, simple and subcutaneous
mastectomy; tendon sheath injections; small
joint arthrocentesis; femoral fracture and
trochanteric fracture treatments; endotra-
cheal intubation; thoracentests; thoracosto
my; obectomy; aneurysm repair; enterec-
tomy; colectomy; cholecystectomy; cystour-
ethroscopy; transurethral fulguration; tran-
surerethral resection; sacral laminectomy:
tympanoplasty with mastoidectomy; and
ophthalmoscopy.".

(c) EFnCTIVI DA'rE.—(l) The amendments
made by subsection (a)(1)(A) and (b) this
Act shall apply to services furnished after
December 1990.

(2) The amendments made by subsection
(a) (other than by subsection (a)(1)(A))
apply to services furnished after March
1990.
SEC. 12102. PAYMENT FOR RADIOLOGY SERVICES.

(a) REDUCTIoN IN FEE ScMDuLE.—Section
1834(b) of the Social Security Act (42 U.S.C.
1395m(b)) is amended—

(1) in paragraph (4), by redesignating sub-
paragraphs (D) and (E) as subparagraphs
(E) and (F), respectively, and by inserting
aiter subparagraph (C) the foljowing new
subparagraph:

'(D) 1991 'E SCHEDULES—For radiologist
services furnished under this part during
1991, the conversion factors used in a locati-
ty under this subsection shall be dermined
as follows:

'(i) NATIONAL WEIGHTED AvER.AGE C0NvER-
5ION IAcT0R.—The Secretary shall estimate
the national weighted average of the con-
version factors used under this subsection
for services furnished during 1990 after
March 31.

(ii) REDUCED NATIONAL WEIGHTED AvER-
AGE.—The national weighted average esti-
mated under clause (j) shall be reduced by 6
percent.

(iii) LOCAL ADJUSTMENT—Subject to
clause (iv). the conversion factor to be ap-
plied to the professional or technical compo.
nent of a service in a locahty is the sum of—

(I) the product of (a) the portion 01 the
reduced national weighted average conver
sion factor computed under clause ii) which
is attributable to physician work and (b) the
geographic work index value for the locaJity
(specified in Addendum C to the Model Fee
Schedule for Physician Services (published
on September 4, 1990, 55 Federal Register
pp. 36238-36243)); and

(II) the product of (a) the remaining por
tion of the reduced national weighted averS
age conversion factor computed under
clause (ii), and (b) the geographic practice
cost index value specified in section
1842(b)(14XC)(iv) for the locality.
In applying this clause with respect to the
professional component of a service, 80 per.
cent of the conversion factor shall be con-
sidered to be attributable to physician work
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and with respect to the technical compo-
nent of the service, 35 percent shall be con-
sidered to be attributable to physician work.

(iv) MAXIMUM RZDtJCTI0N.—The conver-
sion factor to be applied to a ioc1ity under
this subparagraph to the professional or
technical component of a service shah not
be less than 85 percent of the conversion
factor applied In the locality under subpara-
graph (C) to such component."; and

(2) in paragraph (1)(B), by inserting "or
locality' after "service area",

(b) REDUCTION IN PREVAILING CHARGE
LEVEL FOR OTHER RADIOLOGY SnvIcEs.—

(1) IN GENERAL—In applying part B of title
XVIII of the Social Security Act, the pre-
vailing charge for physicians' services, fur-
nLshed durIng 1991, which are radiology
services may not exceed the fee schedule
aniount established under section 1834b of
such Act with respect to such services.

(2) ExcEPTION—Paragraph (1) shall not
apply to radiology services for which pay-
ment is made on the basis of a fee schedule
under section 1834(b) of the Social Security
Act.

(c) REDUCTION IN RELATIVE VALUES OF
TECHNICAL CoMPor'rs OF CERTAIN SCAN-
NING SvIcEs.—Section 1834bX3 of the
Social Security Act (42 U.S.C. 1395m(b)(3))
is amended by adding at the end the followS
Ing:
"Under such relative value scale, the rela-
tive values established for the technical
components of magnetic resoziance imaging
(MRI) services, and computer assisted to-
mography (CAT) services furnished after
December 31, 1990, shall be 90 percent of
the values established as of such date.".

(d) EmcrIvE DATES—U) Except as pro-
vided in paragraph (2), the amendments
made by this section shall apply to services
furnished on or after January 1, 1991.

(2) The amendment made by subsection
(a)(2) shall be effective as If included in the
enactment of the Omnibus Budget Reconcil-
iation Act of 1987.
SEC. 1Z103. ANESTHESIA SERVICES.

(a) REDUCTION n FE &au1.E.—-Secton
1842(q)(1) of the Social Security Act (42
U.S.C. 1395u(q)(1)) is amended—

(1) by Inserting '(A) after '(q)(1)', and
(2) by adding at the end the following new

subparagraph:
(B) For physician anesthesia services fur-

nished under this part during 1991, the con-
version factor used in a locality under this
subsection shall be determined as follows:

'(i) The Secretary shall estimate the na
tional weighted average of the conversion
factors used under this subsection for phys-
cian anesthesia services furnished during
1990 after March 31.

"(ii) The naUonal weighted average esti-
mated under clause (I) shall be reduced by 6
percent.

(lii) Subject to clause (iv), the conversion
factor to be applied in a locality is the sum
of—

"(I) the product of (a) the portion of the
reduced natioriai weighted average conver-
sion factor computed under clause (ii) which
is attributable to physician work and (b) the
geographic work index value for the locality
(spedfied in Addendum C to the Model Fee
Schedule for Physician Services (published
on September 4. 1990, 55 Federal Register
pp. 36238-36243)); and

"(U) the product of (a) the remaining por.
• tion of the reduced natioriai weighted averS
age conversion factor computed under
clause (II) and (b) the geographic practice
cost index value specified in section
1842(b)(14)(C)(iv) for the locality.
In applying this clause, 70 percent of the
conversion factor shall be considered to be
attrIbutable to physician work.
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"(iv) The conversion factor to be applied

to a locality under this subparagraph shall
not be less than 85 percent of the conver•
sion factor applied in the locality during
190 after March 31.",

(b) EXTENSION OF REDUCTION POR SuprivI.
510N OF CONCtJRBNT SERvIcE5.—Section
1842(b)(13) of such Act (42 U S.C.
1395u(b)(13)) is amended—

(1) in subparagraph (A), by striking
"1991" and Inserting' 1996'S, and

(2 in subparagraph (B, by striking
1991" and Inserting "1996".
SEC. 12104. PATHOLOGY SERVICES.

(a) REDUCTION IN PAYMENTS FOR ANATOMIC
PATHOLOGY SvICES MID REPEAL OF FEE
Scizi,mj.—Subsection (f) of section 1834 of
the Social Security Act (42 U.S.C. 1395m is
amended to read as follows:

"(f In determining the reasonable charge
under this part for anatomic pathology
services furnished on or after January 1,
1991, the prevailing charge for such serice
shall be 94 percent of the prevailing charge
otherwise used under this part for services
furnished during 1990 after March 31
(taking into account the amendments made
by the Omnibus Budget ReconcUiation Act
of 1990).'.

(b) CotoING AMZNDMEII,S.—
(1) Section 1833(a)(1)(J) of such Act (42

U.S.C. 13951(a)(1)) is amended by striking
"or physician pathology services" and by
striking "or section 1834(f), respectively'.

(2) Section 1848(a)(1) of such Act (42
U.S.C. 1395w-4(a)(1)) is amended by striking
"or 1834(f)'.

(3) Sect[on 4050 of the Omnibus Budget
Reconciliation Act of 1987 is repealed.
SEC. 1z1O5. PAYMZNTS FOR PHYSICIMS SERVICES.

(a) PERCZWIAGE I1WRZASE m MEl FOR
1991.—

(1) Section 1842(bX4) of the Social Securi-
ty Act (42 U.S.C. 1395ub4 is amended—

(A) in subparagraph (E, by adding at the
end the following new clause:

"(v) For purposes of this part for items
and services furnished In 1991, the percent-
age increase in the MEl is—

"(I) 0 percent for services (other than pri-
mary care services), and

'(II) such percentage increase in the MEl
(as defined in subsection (iX4)) as would be
otherwise determined for primary care serv-
ices (as defined in subsection (i)(4)).", and

(B) in subparagraph (AXvI), by striking
'50 percent' and inserting 75 percent".

(2) Section 1845 of such Act (42 U.S.C.
1395w-i) is amended—

(A) in subsecUon (a)(3), by striking "in-
clude physicians' and Inserting "include
(but need not be limited to) physicians';

(B) by striking subsection (b)(3);
(C) in subsection (b)(2)—
(i) by striking 'and" at the end of subS

paragraph (H),
(ii) by striking the period at the end of

subparagraph (1 and Inserting a semicolon.
(iii) by striking subparagraphs (A), (B),

(C), and (F),
(iv) by redesignating subparagraphs (D),

(E), (G), (H), and (I) as subparagraphs (A),
(B). (C). (D), and (E), and

(v) by adding at the end the following new
subparagraphs:

(F) make recomxnendatthns regarding
major Issues in the Implementation of the
resource-based relative value scale estab-
lished under section 184 8(c);

"(G) make recommendations regarding
further development of the volume per-
formance standards established under sec-
tion 1848(f). including the development of
State-based programs;

"(H) consider policies to provide payment
incentives to increase patient access to pri-
mary care and other physician services in
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large urban and rural areas, including poli-
cies regarding payments to physicians pur-
suant to title XIX;

'(I) review and consider the number and
practice specialities of physicians in training
and payments under this title for graduate
medical education costs;

'(J) make recommendations regarding
Issues relating to utilization review and
quality of care, including the effectiveness
of peer review procedures and other quality
assurance programs applicable to physicians
and providers under this title and physician
certification and licensing standards and
procedures,

"(K) make recommendations regarding
Options to help constrain the costs of health
Insurance to employers, including incentives
under this title; and

"(L) make recommendations regarding
medical malpractice liability reform and
physician certification and licensing stand-
ards and procedures."; and

(D) by striking subsection (e) and redesig.
nating subsection (f) as subsection (e).

(b) LIMITING UPDAIt IN CU5T0MARY
CHARGES FOR 1991.—Section 1842b of such
Act (42 U.S.C. 1395u(b)) is amended—

(1) in paragraph (4XB), by adding at the
end the following new clause:

"(iv) In determining the reasonable
charge under paragraph (3) for physicians'
services (other than primary care services,
as defined in subsection (i)(4)) furnished
durIng 1991, the customary charges shall be
the same customary charges as were recog-
nized under this section for the 9-month
period begInning April 1, 1990. In a case in
which subparagraph (F) applies (relating to
new physicians) so as to limit the customary
charges of a physician during 1990 to a per-
cent of prevailing charges, the previous sen-
tence shall not prevent such limit on cus-
tomary charges under such subparagraph
from increasing in 1991 to a higher percent
of such prevailing charges.'; and

(2) in paragraph (2)(A), by striking sec-
tion 1845(fX2)' and inserting "section
1845(e)(2)".

(c) CHANGE IN PAYMENT FOR YEARS ArrER
1991.—

(1) IN GENERAL—SeCtion 1848 of such Act
(42 U.S.C. 1395w-4) is amended—

(A) in subsection (d)(3)(A)—
(i) in clause (i), by Inserting except as

provided in clause (iii," after "subpara-
graph (B),", and

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

"(ill) ADJUSTMENT IN PERCENTAGE IN-
caEAsz.—In applying clause (i) for services
furnished in 1992 for which the appropriate
update index is the index described in
clause (iI)(I), the percentage increase in the
appropriate update index shall be reduced
by 0.4 percentage points.";

(B) in subsection (a)(2)(A)(i), by Inserting
before the period at the end the following:

or, 11 greater in the case of primary care
services for which the prevaUng charge
level was increased under section
1842(b)(4)(AXvi) as a result of the aniend.
ment made by section 12105(a)(1)(A) of the
Omnibus Budget ReconcUation Act of 1990,
the prevailing charge level determined
under section 1842(b)(4)(A)(vi) and applica.
ble to services furnished in 1991";

(C) in subsection (a)(2XD), by adding at
the end the following new clause:

"(iii) TREATIIZNT OF PRIMARY CHARGE
p'LOoR.—The adjusted historical payment
basis shall be determined as if the amend-
ment made by section 12105(a)(1)(A) of the
Omnibus Budget Reconciliation Act of 1990
had not been made.";
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CD) In subsectIon (1), by adding at the end

% paragraph (1) the following new wbpan.-
graph:

"4E) Pnroasu!ca smanax iAr or pq-
&SI FOR FISCAL YLP.RS 1551 OB
1n5 —The performance standard rate of In-
crease, for all physicians' services and for
each category of physkdarss' services, for
fiscal years 1991 through 1995 are equal to
the sum of—

"CI) the Secretary's esthnate of the
weighted average percentage Increase In the
fees for all physicians' services or for the
category of physicians' services, respectively
under this part for calendar years Included
In the fiscal year Involved.

"(II) the Secretary's estimate of the per-
centage Increase or decrease in the average
number of Individuals enrolled under this
part (other than HMO enrollees) from the
previous fiscal year to the fiscal year in-
volved,

"(lii) the Secretary's estimate of the aver-
age annual percentage growth In volume
and Intensity of all physicians' services
under this part for the 5-fiscal-year period
ending with the preceding fiscal year (based
Upon Information contained in the most
recent annual report made pursuant to sec-
tion 1841(b)(2)), and

"(lv) the Secretary's estimate of the per.
centage Increase of decrease In expenditures
all for physicians' services or of the catego-
ry of physicians' services, resective1y, in
the fiscal year (compared with the preced-
ing fIscal year) which will result from
changes In law or regulations and which is
not taken Into account In the percentage In-
crease described in clause (I),
ieduced by 1½ percentage points (for 1991)
or by 2 percentage point.! (for subsequent
years). In clause (I), the term 'fees' means,
with respect to 1991, reasonable charges
and, with respect to any succeedIng year,
fee setsedule amounts?';

CE) In subsection (f)(2XA)—
(I) by striking" 1991" the first place It ap-

pears and InsertIng "1996",
UI by striking "each performance stand-

ard rate of Increase" and Inserting "the per-
formance standard rile of increase, for all
physicians' services and for each category of
physicians' services,".

(Ill) In clause (I), by striking "fees los- phy-
scIans' services (as defined In subsection
U)(XA))" and Inserting "fee schedule
amounts for all physicians' services or for
the category of physicians' services, respec-
Lively.",

(Iv) In clause (iii), by InsertIng "all" before
"physicians' services",

(v) In clause (Iv), by striking "physicians'
services (as defined In subsection (f)tXA))"
and inserting "all physicians' services or of
the category of physicians' sex-vices, respec-
Lively,", and

(vi) by striking the last sentence;
(F) In subsection (ZXZXB), by striking all

that follows "the performance standard
factor" and Inserting "is 2 percentage
points"; and

(G) in subsection (I), by adding at the end
the following new paragraph:

"42) No co p*aasn.rr-r ADJUSTM'rrcT,—For
radiology and anesthesia services for which
payment under this part is determined
mider this section—

"(A) a carrier may not make any adjust-
ment In the payment amount under section
18,42(bX3)(B) on the basis that the payment
amount is higher than the charge applica-
ble, for a comparable services and under
ciparable circutazwes, to the policy-
halders and sulrtbers of the carrier,

"(B) no payment adjustment may be made
under aectkus 1&42bit8), and

"(C) section 1842(b)(9) shall not apply
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(dl Er,,-iivg Dara.—(1) Except as provid-

ed in paragraph (2, the amendments made
by this section shall apply to services fisT-
fished on or afteriansiary 1, 1991.

(2) The amendments made by subsections
(aY2) and (bX7) shall take effect cm the
date of the enactment of this Act,
S€C. 55105. ThEATM!N 0? EW PhYSICiANS.

(a) Exr02sxoN or CtTs-rol,cAlrY Caaaca
Lnrrr.—

1 Section 1842(b)(4)(F) of the SocIal Se-
curity Act (42 U.S.C. 1395u(b)(4)(F)) Is
amended by adding at the end the foflow-
Ing: "For the second and third calendar
years during which the first sentence of this
subparagraph no longer applies, the Secre-
tery shall set the ctxstomary charge at a
level no higher than 90 and 95 percent, re-
spectively, of the prevailing charge for the
service.".

(2) SectIon 8108(a)(2) of the Omnfbu
Budget Reconciliation Act of 1999 is amend-
ed-

(A) by Inserting "or 1991" after "1990",
and

(B) by Inserting "or 1990" alter "1999".
(b) APPLICATIOR unum RVS,—Section

1848(a) of such' Act (42 TJSC. 1395w—4(a)) is
amended by adding at the end the following
new paragraph:

"(4) TREATMENT OF NEW PRYSIC!AMS.—In
the ease of physicians' services furnished by
a physicIan before the end of the physi-
cian's first full calendar year of furnishing
services for which payment may be made
under this part, arid during each of the 3
succeeding years, the fee schedule amount
to be applied shall be 80 percent, 85 percent,
90 percent, and 95 Percent, respectively, of
the fee hedule amount applicable to phy-
izns who are not subject to this para-
graph, The preceding sentence shall not
apply to primary care services (as defined In
section 1842(l)(4)) and services furnished In
a tin-al area (as defined in sectIon
1886d)(2)D)) that is designated, Under see-
t.ton 332(akl)(A) of the Public Health Serv-
ice Act, as a health manpower shortage
area,",

(c) Errscrrvs Dargs—
(1) The amendments made by subsection

(a) apply to services furnished In 1991 and
thereafter which were subject to the first
sentence of section 1842(bX4XF) of the
Social Security Act In 1989 or thereafter,

(2) The amendment made by subsection
(b) shall apply to services furnished after
2.991.
SEC. 12507. PAYMENTS FOR AseIS'TAIPI'S A'? SPR-

GERY.
(a) Rsinyc'rrow rca Iriaqctni.y Uam

Ssavonx—8ectIon 1842(b)(7) of the Social
Security Act (42 U.S.C. 1395u(bX7)) is
amended—

(1) In subparagraph (D)(tti), by IrMerting
'consistent with subparagraph (E)" after
"under this part", arid

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

'(E)(I) The Secretary shall determine,
based on the most recent data available, for
each surgical procedure (or class of surgical
procedure) the national average percentage
of such procedure performed under this
part which Involve the use of an assistant at
zrgery.

"411) U the percentage determined under
clause (I) for a procedure is less than 50 per-
cent, but not less than 25 percent, payment
under this part Ior amistanta at surgery In-
volved in the procedure shall be based cii 75
percent of the payment basis established If
this subparagraph did not apply.

"(iii) If the percentage determined under
clause (I) for a procedure Is less than 25 per-
cent, but not less than 5 percent, payment

this ,rt for assistants at mrgery In-
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volved In the procedure shall be based on '15
percent of the payment basis established if
this subparagraph did not apply and pay-
ment may only be made under this part if
the use of the assistant at surgery were au-
thorized, before the performance of the pro-
cedure, by the appropriate utilization and
Quality control peer review organization
under part B of title XI.

"(lv) If the percentage determined under
clause (l tot- a procedure is less than 5 per-
cent, no payment shall be made under this
pert for servIces of an as.slstant at surgery
involved In the procedure.".

(b) CONFORMING AMnsDMn.. —Section
1862(aXl5) of such Act (42 U.S.C.
1996y(aXl5)) is amended—

(1) by InsertIng "(A)" after "(15)",
(2) by striking "; or" at the end and insert-

lng",or",and
(3) by adding at the end the following new

subparagraph:
"(B) which are for services of an assistant

at surgery in a procedure described In see-
lion 1842(bX7XEXIII), unless, before the
procedure Is performed, the appropriate utl-
lization and qualIty control peer review or-
ganltlon (under part B of title XI) has ap-
proved of the use of such an assistant in the
surgical procedure; or".

(C) EmcTlvE DATE. —The amendments
made by this section shall apply to services
furnished on or alter January 1,1991.
SEC. 12108. INTERPRETATION OF KLECT'ROC,'LROIO-

CRAMS.
(a) Irs GerszasL—Section 1848(b) of the

Social Security Act (42 U.S.C. 1395w-4(b)) Is
amended by adding at the end the foliov,'ing
new paragrapft

"(3) TxszAmrss'r or INTERPRETATION OF

ELEcS'RocARDzocnAMs.—If payment Is made
under this part for a visIt to a physician or
consultation with a physician and, as part of
or In conjunction with the visit or consulta-
tion there Is an electrocardiogram per-
formed or ordered to be performed, no sepa-
rate payment may be made under this part
with respect to the interpretation of the
electrocardiogram and no physician may bill
an indIvidual enrolled under this part sepa-
rately for such an Interpretation. If a physi-
cian knowingly and willfully bills one or
more Individuals In violation of the previois
sentence, the Secretary may apply sanctions
agaInst the physician or entity in accord-
ance with section l842(j)(2).".

(b) 'scrrvs Dsrs.—The amendment
made by subsection (a) shaH apply to serv-
ices furnished on or after January 1. 1992.
In applying sectIon 1848(d,(1XB) of the
Social &'curity Act (In computing a hypo-
thetical conversion (actor for 1991), the Sec-
retary shall compute such factor assuming
that section l848(b)3) of such Act (as added
by the amendment made by subsection (a))
had applied to physicians' services fur-
nished during 1991.

PART 2—OTHER ITEMS A'D SERVICES

SEC. 15151. PAYMENTS FOR HOSPITAL OL1'P.tTIENT
seavnzs.

(a) Rrznjcrross rjs PAYMENTS FOR Capm-
RmATED Cossw-

(1) IN SENERAL.—SeCtIon
l$61(vXIXSXIIXI) of the Social Security
Act (42 U.S.C. 1395x(v)(1)(SXiiXY)) is
amended by striking "fiscal year 1990" and
Inserting "during the period beginning on
October 1, 1989, and ending December 31,
1993 '.

(2) Exa'riow FOR RURAL PRIMARY CARE
aosPxmLs.—Secuon 186l(vXl XS(iiXII) of
such Act (42 U.S.C. 1395x(vXl )(SXII)(II)) Is
amended by striking "1886(d(5XDXiii))."
and Inserting '1886(d)(5$D)(iii) or a ri's-al
primary care hosplt-aJ (as defined In section
1861(mm)(1))."
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(b) Ranucrion xi RlAaosIaaag TS OF voped mder paragrapb LA) t such

HOSPITAL OUTPA3TZNT : ttees. -.

(1) Ix oman.si..—&ctloa 191(vM1$SX1i) (III) By not kIer than Match 1, 1002, the
01-audi Act (43 U.S.C. I396ctVX1XSXH)) Is Prespective Pay.e nt (nMs-
amended— slon shall sut an aaniyi 01 and cam-

(A) in subclame (II)— ments an the propami developed nider áub-
Cl) by striking "8ueJ38e (I)" *naeyt- Irapi (A) t sUch It*ees.

Ing "Subclauses (I) ami air, (C) Paim ran A.arotT Svamcai.
(U) by striking "capltaI-reisted casts of PZOVam RaasowaY vI.—

an,y hospital" as'4 fl$tiflg e5j of pi (1) MODIFICATIOi ST Lab ASC ThOiI
tal outpatient services provided by any høsL 710i5 or AIC

pftal"; (A) Ii &T—6ceti0fl 183*IX3XBXH)
(B) in (III) of the Sodal Seau*ty Act (42 U.S.C.
(I) by striking "subclause (I)" and heert- 1IOSkIX3XBXIL)) Is amended—

lug "subclauses (I) (U)", au Ci) In snbclause (I), by striking "and 10
(U) by striking "espltal-reiated"and ti- percent for other cast reporting periods."

serting "the"; and hmertlng '50 peit for reporting Pert-
(C) by redesignating &ibclauses (U) and ode besinning cii or alter October 1. 1908.

and on or before cabor 31, 1900, and 33(UI) as subclauses (UI) and (IV); and pCrcent for cost reporting periods beginningCD) by inserting alter subclause (I) the or after January 1,1991."; andfolloWing new subclause:

__

Cli) In jit)v.ne (ID, by striking "and 50"(U) The Secretary shall reduce L: - percent for other cost reporting periods."sonable cost of outpatient hesplial services and insertIng "90 percent for reporting pert-(other than the c pital-related coats f óds beginning on or after October 1. 1988,services) otherwise determined pursuant to and on ci' before December 31. 1000, and 67section 1833(aX2XBXiXI) by 2 pereesit for pet for cost, reporting periods beginningpayments attributable to portIons of cnt. re- sites' january 1, iii"porting periods during the period beginning (B) ExTamiox 07 Mc L,P *OUHTS POSon October 1, 1990, and ending December AND lYE AND EAR SPECIALTY HOSPITALs.—
31. 1993.". The last .ent of sectian 1933(lX3XBXii)

(2) PR()5I'HCTIVI PAYMISIT °• of such Act (42 U.S.C. 13953(1X3)(BXli)) Is
flTAL OVTPATIINT ssx'em amended by striking "in fiscal' 1989 or

(A) DXVKLOPUJIT OF rae cw.,—The fIscal year 1990" and Inserting "cii or after
retazy of Health and Human Services shall October 1, 1988, and. bafore january 1,
develop a proposal to replace the current
system under which payment is m for (2) MOnIPICATIOx 0? coer gin z PRO-
hospital outpatient services under poariows ,ca isDrowc'r sanvs.—8ectionXVIII of the Social Security Act With a 1833(n)(l)CBXIIXI) of such Act 142 U.S.C.
system under which such payments would IZ9SknX1XBXIIXIfl is amended by striking
be made on the basis of prospectively deter- the period at the cod and InsettIng", and
mined rates, In developing any proposal such term meam 33 percent In the case of
under this paragraph, the Secretary shall outpatient radiology services for portions of
COindei— cost reporting perl beginning on or after

(I) the need to provide for approprIate january 1, 1991.".
Umlta on Increases in expendles under (3) IX ALLOWAIIca POE tiTRA-
the medicare program; oi amsam.—Notwlthdandlng section

(ii) the need to adjust prospectively deter- 1833(i)(2XA)(lll) of the Social Security Act,
mined rates to account for changes in a hoc- the amount of payment determined under
pit.al's outpatient case mix, severity Of UI- such section for the insertion of an hntra-
ness of patients, volume of cases, and the ocular lens durtn or subsequent to cataract
development of new technologies and stand- surgery furnished to an individual in an am-
ards of medical practice: bulatory surgical center onor alter the date

(UI) providing hospitals with incentives to of, the enactment of this Act and on or
control the costs of providing outpatient before December 31, 1992, shafl be equal to
services: $200.

(iv) the feasibility and appropriateness of (d) PAY 115715 70 HOSPITALs PCi DIIICT
Including payment for outpatient services Ow,van ManicAL Enucaios Coors Asso-
not currently paid on a east-pelted basis CIATID Win PART B Szavi.—

____

under the medicare program (including cm- (1) ESTABLISHMENT 07 CURRENT r1A *5
Ical diagnostic laboratory tests and dialysis SEPARATE PART E Paovizwx—
services) in the system; - (A) Lw cmizaat—.8ecUon 1.033 of the

(v) the need to increase payments under Scalal Security Act (42 U.S.C.. 13051) is
the system to hospitals that treat a dispro- amended by adding at the end the fotloWing
portionate share of low-Income patients, new subsection:
teaching hospitals, and hospitals located in "Ir) PAYXasTS vol Diaser GRAHOATE Man-
geographic areas with high wages and wage- scat. Enucanox Coors,—
related costa; "(1) 8yxioi OP SPEC L PATr

(vi) the feasibility and appropriateness of im,is.—Notwltbstandlng sectIon 1901(v). in-
bundilng services Into larger units, such as stead of any amounts that are otherwise
episodes or visits, in establishing the basic payable under this title with respect to the
unit for mskfng payments under the system; reasonable ts of hospitals for direct grad-
and nate medical education costs asuodated with

(vii) the feasibility and appropriateness of the provision of services under this part, the
varying payments under the system on the Secretary shall provide for payments for
basis of whether services arc provided in a such costs from the Pedeval Supplementary
free-standing or hospital-based facility, Medical Insurance Truat Fund established

(B) Rzpoam.—(1) By not later than Janu- under this part in scoordance with W$-
ary 1, 1991, the Administrator of the Health graph (3) of this subseetleci, - sham pro-
Care Financing AdministratIon shall submit vide for such payments in a maimer that
research findings relating to prospective reasonably reflects the proportlan of total
payments for hospital outpatient services to direct graduate•medical education costs of
the Committee on FInance 01 the Senate hospitals that are associated with this part.
and the Committees on Ways and "(2) DETERMINATION 07 HOSPITAL-5PEC1TIC
and Energy and Commerce of the Bme of Appaovw rra RasIDZar *atouirrs.—Tbe See-
Representatives. retery shall determine, for each hospital

(Ii) By not later than September 1, 1991, With an approved medical residency training
the Secretary shall submit, the proposal de- program, an approved PIE resident amo
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for each cost reporting period beginning on
or after July 1, 1985, as foflowH

"(A) Drrmitwrwo ALLOWABLI AVERAGE COST
PIE wER7 TX A EOSPI'IAL'S BASE

naroc.—The Secretary shall determine, for
the hospital's cost reporting period that
began during fiscal year 1984, the average
amount recognized as reasonable under this
title for direct graduate medical education
costs of the hospital for each full-time-
equivalent resident

"(B) UPDATING TO THI FIRST COST SENOaT-
X]IO PERIOD.—

"Ci) Ix 0 AL.—The Secretary shall
update each average amount determined
under subparagraph (.A) by the percentage
Increase Iii the consumer price Index during
the 12-month cost reporting period de-
scribed In such subparagraph.

"(ii) Excarnox,-The Secretary shall not
perform an update wider clawe (i) In the
ease of a hospital If the hospital', reporting
period, described in subparagraph (A),
began on ci' after July 1, 1984, and before
October 1, 1984.

"(C) Aisouar vol FiRST COOT WO1TINO
PERIOD—For the first cost reporting period
of the hospital beginning on or after July 1,
1985, the approved PIE resident amount for
the hospital Is equal to the amount deter-
mined under subparagraph (B) Inereased by
1 percent

"(D) Aatouwr ron SUBUQVRMT COST RENORT-
laG ptRzoDs.—For each subsequent cost re-
porting period, the approved PIE resident
amount for the hospital is equal to the
amount determined under this paragraph
for the previow cost reporting period up-
dated, through the midpoint of the period,
by projecting the .ited percentage
change in the coer price index during
the 12-month period ."og at that mid-
point, with appropriate adjuatments to re-
fleet previous under- or over-estImatIons
wider this subparagraph in the projected
percentage change in the Consumer price
index.

"(E) TREATT OF CERTAIN H0SmALs.—In
the case of a hospital that did not have an
approved medical residency training pro-
gram or was not participating In the pro-
gram under this title for a cost reporting
Period beginning during fiscal year 1984, the
Secretary shall, for the first such period for
which it has such a residency training pro-
gram and is participating under this title,
provide far such approved FI'E resident
amount as the Secretary determines to be
appropriate, based on approved PIE red-
dent amounts for comparable programs.

"(3) HOSPITAL PAYMENT AMOUNT PER ESTI-

"(A) Ix oaam,Ax..—The payment amount,
for a hospital cost reporting period begin-
ning on or after July 1, 1905, Is equal to the
product of—

"(I) the aggregate approved amount (as
defined in subparagraph (B)) for that
period, and

"(11) the hospital's medicare patient load
(as defined In subparagraph (C)) for that
period.

"(B) AGORIGATE APPROvER *xovwr.—Aa
used in this subparagraph (A), the term 'ag-
grgate approved amount" means, for a hos-
pital cost reporting period, the product of—

"U) the hospital's approved FIT resident
amount (determined under paragraph (2))
for that period, and

"'(II) the weighted average number of full-
time-equivalent residents (as determined
under paragraph (4)) hi the hospital's ap-
proved medical residency training programs
in that period.

"(C) ManICARE PATIENT LOAD—AG u in
subparagraph (A), the term 'medicare pa-
tient load' means, with respect to a hospi-
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tals cost reporting period, the fraction of
the total number of Inpatient-bed-days (as
established by the Secretary) during the
period which are attributable to patients
wfth respect to Whom payment may be
znade under part A.

"(4) DrTIiIMINATION 0? ?ULL-Tt £QflVA-LT RzsID1rr8.—
"(A) Rui.s.—The Secretary shall estab.

lish rules consistent with this paragraph for
the computation of the number of full-time-
equivalent residents In an approved medical
residency training program.

'(B) ADJUSTMENT ?OR PART-YEAR OR PART-
TIMI RZSTDKNT8.—8uch rules shall take Into
8ccount individuals who serve as residents
for only a portion of a period with a hospi-
tal or stniultaneously with more than one
hospitaL

"(C) WEIGHTTNG ?ACTORS ?OR CERTAIN RESI-
DZTS.—Subject to subparagraph (D), such
rules ahall provide, In calculating the
number of full-time-equivalent residents In
an approved residency program—

"(i) before July 1, 1986. for each resident
the Weighting factor is 1.00.

"(ii) on or after July 1, 1986, for a resident
who is in the residents Initial residency
period (as defined in paragraph (5)(F)). the
weighting factor Ia 1.00,

"(iii) on or after July 1, 1986. and before
July 1, 1987, for a resident who is not in the
residents Initial residency period (as de-
fined in paragraph (5)(F)), the Weighting
factor is .75, and

"(iv) on or after July 1. 1987, for a resi-
dent who Ia not in the residents Initial resi-
dency period (as defined In paragraph
(5XF)), the Weighting factor Ia .50.

"(D) IZIGN IcAL GRADUATES RQVIRED
TO PASS fl(GMS EXAMINATION.—

"(i) IN or&i..—Except as provided in
ClAuse (Li), such rules shall provide that, in
the case of an individual who is a foreign
medical graduate (as defined in paragraph
(5XD)), the individual shall not be counted

resident on or after July 1, 1986,
unless-

"(I) the individual hs passed the
FMGEMS examination (as defined in para-
graph (5)(E)), or

"(II) the individual has previously re-
ceived certification from, or has previously
passed the examination of, the Educational
Commission for Foreign Medical Graduates.

"(II) TRANSITION FOR CtTRP.KNT P'MGs.—On or
after July 1, 1986, but before July 1, 1987, in
the cue of a foreign medical graduate
who—

"(I) has 8erved as a resident before July 1,
1986, and is 8ervtng as a resident after that
date, but

"(II) has not passed the FMGEMS exami-
nation or a previous examination of the
Educational Commission for Foreign Medi-
cal Graduates before July 1, 1986,
the individual 8hall be counted as a resident
at a rate equal .to one-hall of the rate at
which the individual Would otherwise be
counted.

"(E) Cowrnwo TIME SPENT IN OtJTPATTKNT
BITTING$.—Such rules shall provide that
only time spent in activities relating to pa-
tient care shall be counted and that all the
time so 8pent by a resident under an ap-
proved medical residency trathing program
shall be counted toward the determination
of full-time equivalency, without regard to
the setting in which the activities are per.
formed, if the hospital incurs all, or sub-
stantially all, of the costs for the training
program in that 8ettlng.

'(5) DriNrnois AND SPECIAL RUI.ES.—A8
used in this subsection:

"(A) AuovED MEDICAL RESIDENCY ThAIN-
UIG PR0GR.AM.—The term approved medical
residency trathing program' means a resi-
dency or other postgraduate medical train-
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lug program participation in which may be
counted toward certification in a specialty
or ubspecialty and includes formal post-
graduate training programs in geriatric
medicine approved by the Secretary.

"(B) CoNsLmxJL PRICE IWDEX.—The term
'consumer price index' refers to the Con-
Burner Price Index for all Urban Consumers
(United States city average), as published by
the Secretary of Commerce.

"(C) DIRECT GRADUATE MEDICAL EDUCATION
corrs.—The term 'direct graduate medical
education costs' mean8 dfrect costs of ap-
proved educational activities for approved
medical residency training programs.

"(D) FORZIGN MKDICAL GRADUATL—The
term 'foreign medical graduate' means a
resident Who is not a graduate of—

'(i) a school of medicine accredited by the
Liaison Committee on Medical Education of
the American Medical Association and the
Association of American Medical Colleges
(or approved by such committee as meeting
the standards necessary for such accredita-
tion),

"(II) a 3chool osteopathy accredited by the
American Osteopathic Association, or ap-
proved by such Association as meeting the
standards necessary for such accreditation,
or

"(iii) a school of dentistry or podiatry
which is accredited (or meets the standards
for accreditation) by an organization recog-
nized by the Secretary for such purpose.

"(E) FMGEMS KxAMINATI0N.—The term
'FMGEMS examination' means parts I and
II of the Foreign Medical Graduate Exami-
nation in the Medical Sciences recognized
by the Secretary for this purpose.

"(F) INITIAL RESIDENCY PERI0D.—The term
'Initial residency period' means the period
of board eligibility plus one year, except
that—

'(i) except as provided in clause (ii), in no
case shall the Initial period of residency
exceed an aggregate period of formal train-
ing of more than five years for any individ-
ual, and

"(II) a period, of not more than two years,
during which an Individual is in a geriatric
residency or fellowship program which
meets such criteria as the Secretary may es-
tablish, shall be treated as part of the initial
residency period, but shall be counted
agathst any Limitation on the initial residen-
cyperiod.
The Initial residency period shall be deter-
mined, with respect to a resident, as of the
time the resident enters the residency train-
ing program.

"(0) PERIOD OF BOARD ELIGIBILITY.—
"(i) Giia%L BULL—Subject to clauses (i)

and (ill), the term 'period of board eligibil-
ity' means. for a resident, the minimum
number of years of formal training neces-
sary to satisfy the requirements for Initial
board eligibility in the particular specialty
for which the resident Ia training.

"(ii) APPLICATION 07 185-i986 DIRECTO
BY.—Except as provided in clAuse (iii), the
period of board eligibility shall be such
period specified in the 1985-1986 DIrectory
of Residency Training Programs published
by the Accreditation Council on Graduate
Medical Education.

"(ill) CEABGE8 IN PKRI0D 0? BoARD !LIGIBIL-
n'y.—On or after July 1, 1989. 11 the Accred-
itation Council on Graduate Medical Educa-
tion, in its Directory of Residency Training
Programs-

'(I) increases the minimum number of
years of formal training necessary to satisfy
the requirements for a 8pecialty, above the
period 8peclfied in its 1985-1986 Directory.
the Secretary may increase the period of
board eligibility for that 8pecialty, but not
to exceed the period of board eligibility
8peclfied in that later Directory, or

October 16, 1990
"(H) decreases the minimum number of

years of formal training necessary to satisfy
the requirements for a specialty. below the
period specified in its 1985-1986 Directory,
the Secretary may decrease the period of
board eligibility for that specialty, but not
below the period of board eligibility speci-
fied in that lAter Directory.

"(H) RFsID.—The term 'resident' in-
cludes an intern or other participant in an
approved medical residency training pro-
gram.".

(B) CONFORMING AMENrnENT.—Section
1886(h)(1) of such Act (42 U.S.C.
1395ww(h)(1)) is amended by striking costs.
the Secretary" and all that follows and in-
serting the following: 'costs associated with
the provision of 8ervices under part A, the
Secretary shall provide for payments for
such costs from the Federal Hospital Insur-
ance Trust Fund in accordance with para-
graph (3) of this subsection. and shall pro-
vide for such payments in a manner that
reasonably reflects the proportion of total
direct graduate medical education costs of
hospitals that are associated with part A.".

(C) EFFECTIVE DATE—The amendments
made by subparagraphs (A) and (B) shall
take effect as If included in the enactment
of section 9202(a) of the Consolidated Om-
nibus Budget Reconciliation Act of 1985,
and section 1833(r) of the Social Security
Act, as added by subparagraph (A), shall be
administered, as of any date before the date
of the enactment of this Act. in the same
manner as section 1886(h) was administered
as of such date.

(2) MODIFICATIONs IN PAYMENT RULE5 FOR
8UBSEQUcT COST REPORTING PEBI0D5.—

(A) DETM1NATION OF ruu.-TIME-EQUIvA-
LKNr RESIDENTS.—

(I) TREATMENT 0? PRIMARY CARE AND NON-
PRIMARY CARl RESIDENT5 IN INITIAL RESIDEN-
cY PERIOD—Section 1833(r)(4)(CXii) of such
Act, as added by paragraph (1)(A). is amend-
ed by striking "is 1.00' and inserting the
following "is—

"(I) 1.1, in the case of a resident who is a
primary care resident;

"(11)1.0, in the case of a resident who is
not a primary care resident and who special-
izes in internal medicine or pediatrics: or

"CIII) .90, in the case of a resident not de-
scribed in subclauses (I) or (II),".

(ii) WEIGHTING FACTOR AFItR INITIAL REsI-
DENCY pzuon.—Section 1833(r)(4)(C)(tv) of
such Act. as added by paragraph (iRA), is
amended by striking '.50 and inserting
'.80".

(iii) DErINrrIoN.—Section 1833(r)(5) of
such Act. as added by paragraph (1)(A), is
amended—

(1) by redesignating subparagraph (H) as
subparagraph (1); and

(II) by inserting after subparagraph (0)
the following new Bubparagraph:

"(H) PRIMARY CARZ RESIDENT.—The term
'primary care resident' means (in accord-
ance with criteria established by the Secre-
tary) a resident being trained in a distinct
program of family practice medicine. gener-
al internal medicine, or general pediatrics'.

(iv) EmcTIv DATE.—The amendments
made by clAuses (i). (II). and (iii) shall apply
to portions of cost reporting periods occur-
ring on or after October 1,1990.

(B) C*P oc APPROVED rrE RESIDENT
&iomrs.—8ection 1833(r)(2)(D) of such
Act. as added by paragraph (1)(A). is amend-
ed by striking the period at the end and in-
8erting the following: "; except that the ap-
proved FTE resident amount for the hospi-
tal may not exceed—

"(i) for cost reporting periods beginning in
fiscal year 1992. 200 percent,

"(ii) for cost reporting periods beginning
in fiscal year 1993. 175 percent. or
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"(III) for cost reporting periods beginning

In fiscal year t994 or any boequ fiscal
year, 150 percent,
Of the median of all approd PTE amounts
for hospitals under this paragraph for cost
reporting periods beginning In the fiscal
year Involved, adjusted by the rea wage
Index applicable to the hup&ta1 under sec-
tion 1886(d)3)(E) during such Coat report
ing period.".
SEC. 12112. DURABLE MEDICAL BQUIPME)T.

a) Ovxs-Paxcm sin OvBR•U-nuam 1rs
LID SERvICEs.—

(1) 15 PERCENT amucrios ZN PAYMERT3 FOR
saAT-LIFr CHAIRS AND TRANSCIJTANEOeS ELEC-
TP.ICAL RERVE BTIMULATQL$.—8eet Ion
1834(a)(1)(D) of the Social Security Act 42
U.S.C. 1395m(a)(1)(D)) Is amended by In-
serting before the period at the end the fol-
lowing: ", and, If furnished on or alter Janu-
ary 1. 1991, the Secretary shall further
reduce such payment amount (as previously
reduced) by 15 percent".

(2) PRoHIBITION Acuzsr Disraisunois OF
MEDIcAL NEcmsiTY Foaies ar SUPPLIERS.—

(A) lit GENERAL—Section 1834(a) of such
Act (42 U.S.C. 1395m(a)) Is amended by
adding at the end the following new pa.ra-
graph:

'(15) PRoHIBITIoN AGAINST DISTRIBUTION
BY SUPPLIERS or FORMS DOCUME1rrING MEDICAL
NECESSITY.—

'(A) IN GENERAL.—A supplier of a covered
Item under this subsection may not distrib-
ute to Individuals entitled to benefits under
this part for commercial purposes any com-
pleted or partially completed forms or other
documents required by the Secretary to be
submitted to show that a covered Item Is
reasonable and neceary for the diagnosis
or treatment. of illnem or Injury or to 1w-
prove the functioning of a rnafformed body
member.

"(B) PRNALTY.—AIIy supplier of a covered
Item who knowingly and willfully distrib-
utes a form or other doemnent in violatIon
of subparagraph (A) is subject to a civil
money penalty in an amount not t, exceed
$1,000 for each such form or document so
distributed. The provisions of section 1128A
(other than subsections (a) and (b)) shall
apply to civil money penalties under this
subparagraph In the same manner as they
apply to a penalty or proceedIng under sec-
tion 1128A(a).".

(B) Emcrxvz PATL—The amendment
made by subparagraph (A) shall apply to
forms and documents distributed cii or after
January 1, 1991.

(3) Casnisu DETTNArIOirS or coVERAGE
Of 1AIN rrzs Iii ADVANCE.—

(A) IN (NER.u.—3ectjon 1134(aXll) of
such Act (42 U.S.C. 1395sna)) is amended by
adding at the end the following new sub-
paragraph:

"(C) CwarER DSTIRMINATX0NS Of COVERAGE
OF CERTArN I'I'EMS IN ADVAPCL—A carrier
shall determine In advance whether pay-
ment for a covered item for which payment
is made under this subeection may not be
made because of (he appticathm of section
1862a)U) If—

"(I) the item is a customized item; or
'(ii) the item is a specified covered Item

under subparagraph (B).".
(B) Iicouoa..noiq op rz.ip STAND-

ARDS IN CARRIER PERPOItMANCE INQUIRE-
Ts.—Section 1842(c) of such Act (42
U.S.C. 1395u(c)) is amended by adding at
the end the following new paragraph:

"(4) Each contract under this section
which provides for the disbursement of
funds, as described In subsection (a)(IXB),
shall require the carrier to meet criteria de-
veloped by the Secretary to measure the
tisnelinesa of carrier responses to requests
for payment of Items described hi section
l$34(a)(11XC):'.
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(C) E,rii,x IATz—The amendment

made by subparagraph (A) shafl apply to
ltenM furnished on or alter Jannary 1, 1991,
and the amendment made by subparagraph
(B) shall apply to contracts entered Into on
or after January 1, 1991.

(4) SPecIAL SCRUTINY FOR POIZTI*LLY
Ovgausm Insts.—Seetlon. 1934(a) of such
Act (42 U.S.C. 1395m(a)), as amended by
paragraph (2), is further amended by adding
at the end the following new paragraph:

"U6) Ssucw. mz*nsmrr ron porga-rz.w.y
OvLNU3ZD IT(S.—

"(A) DEVELOPMENT OP'LIST oF rrms ar mc-
RETARY.—The Secretary shall develop and
periodically update a list of items for which
payment may be made under this subsection
that are potentially overused, and shall In-
clude In such list seat-lift chairs, tra,ncutan-
eous electrical nerve stimulators, motorized
scooters, and any such other Item deter-
mined by the Secretary to be potentially
overused on the basis of the following crite-
ria:

"U) The Item Is marketed directly to po-
tential patients.

"(11) The item is marketed with an offer to
potential patients to waive the costs of coin-
surance associated with the item or is mar-
keted as being available at no cost to policy-
holders of a medicare supplemental policy
(as defined in section 1882(g)(1)),

"(lii) The item has been subject to a con-
sistent pattern of overntlilzatlon.

'(Iv) A high proportion of claims for pay-
ment for such item under this part may not
be made because of the application of sec-
tion 1862(aXl).

"(B) Ixxses SUWICT 10 LIBcThL caRRIER
scauTnry.—Payment may not be made
under this part for any item contained in
the list developed by the Secretary under
subparagraph (A) unless the carrier has
subjected the claim for payment for the
item to special scrutiny.". -

(b) Dzvmorxziq'r AND Appuca'riocc Os' NA-
TIONAL LIMITS ON Prss.—

(1) 1Npvcsxvr sin 1OVTINZLY PURCHASED
RABLI ICAL EQUIPMENT ANTI ITEMS RE-
qutanso FTtEQvE!rr AND S BETANTIAL SERVIc-
I1G.—Paragrapbs (2) and (3) of section
1834(a) of such Act 42 U.S.C. .1395rn(a)) are
each amended—

(A) In subparagraph (B)ffl by striking
"or" at the end;

(B) by striking clause (Ii) of subparagraph
(B) and inserting the foflowlng

"(U) in 1991 Ia the sum of (1) 67% of the
local payment amount for the item or device
computed under subparagraph (CXiXI) for
1991, and (U) 33% of the national limited
payment amount for the item or device corn-
pated under subparagraph (0(H) for 199 1;

"till) In 1992 Ii the sum of (1) 33% of the
local payment amount for the item or device
computed under subparagraph (C)(iXIl) for
1992, and (II) 67% of the national limited
payment amount for the item or device com-
puted under subparagraph (CXII) for 1992;
and

"(lv) In 1993 and each subsequent year is
the national limited payment amount for
the Item or device computed under subpara-
graph (CXII) for that yuar." and

(C) by adding at the end the following
new Subparagraph:

'IC) COMPUTATION 0, LOCAl. PAYMENT
AMOUNT smrn NATIONAL LIMFIBI) PAYMENT
ANT)UWT.—For purposes of subparagraph
(B)—

'Ii) the local payment amount for an item
or device for a year is equal to—

'II) for 1991, the amount specified In sub-
paragraph (BXi) for 1990 adjusted by the
covered item updete for 1991, and

"(11) for 1992, the amount determined
under this clause for the preceding year ad-
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justed by the covered Item update for 1992;
and

"(ii) the national limited payment amount
for an item or device for a year Is equal to—

"(I) for 1991 and 1992. the local payment
amount determined under clause (i) for
such item or device for that year, except
that the national limited payment amount
may not exceed 100 percent of the weighted
average of all local payment amounts deter-
mined under such clause for such item for
that year and may not be less than 85 per-
cent of the weighted average of all local
payment amounts determined under such
clause for such item, and

"(II) for each subsequent year, the
amount determined under this clause for
the preceding year adjusted by the covered
Item update for such subsequent year.".

(2) MIScEU.AwEous rrzMa AND OTHER COY-
meo ITEMs—Section l834taX8) of such Act
(42 U.S.C. 1395m(aX8)) Is amended—

(A) in subparagraph (AXID—
(i) by striking "or" at the end of subctause

(I);
(ii) in subclause (H)—
(1) by striking "1991 or", and
(II) by striking 'increased by the percent-

age Increase" and all that follows through
the period and Inserting "adjusted by the
covered item update for the year.";

(lii) by redeslgnatlng subc]ause (U) as sub-
clause (III); and

(iv) by Inserting alter subclause (I) the
following ne.w subclause

"(II) in 1991, equal to the local purchase
price computed under this clause for the
previous year, adjustod by the covered Item
update for 1991. and decreased by the per-
centage by which the average of the pur-
chase prices submitted exceeds the average
of the reasonable charges on claims paid for
the item during the 6-month period ending
wIth December 1986; or"

(B) by amending subparagraph (B) to read
as follows:

"(B) COMPUTATION 0? NATIONAL uMrrED
PURCHASE PRIcN,—Wlth respect to the fur-
nishIng of a particular item in a year, the
Secretary shall compute a national limited
purchase price—

"(i) for 1991 and 1992, equal to the local
purchase price computed under subpara-
graph (A)(ii) for the item for the year,
except that such national limited purchase
price may not exceed 100 percent of the
weighted average of all local purchase prices
for the Item computed under such subpara-
graph for the year, and may not be less
than 85 percent of the weighted average of
all local purchase prices for the item com-
puted under such subparagraph for the
year; and

"(II) for each subsequent year, equal to
the amount determined under this subpara-
graph for the preceding year adjusted by
the covered item update for such subse-
Quent year.";

(C) in subparagraph (C)—
(i) by striking "regional porchase price"

each place It appears and Izwertthg "nation-
al limIted purchase price",

(11) by striking "and subject to subpara-
graph (D)",

(iii) in clause (ii)—
(I) by striking 'IS" and Inserting .'6'7";

and
(II) by strikIng "25" aM insertIng "33",

and
(iv) In clause (ill)—
(I) In subclause (I), by strIking "50" and

InsertIng "33"; and
(II) in subclause (II), by striking "50" and

inserting '67"; and
(Dl by striking subparagraph (D).
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(3) OxYGEi MID OXYGEN suxpgi—8ec- the case of an item for-which a purchase -that, on the basis of prior experience £L
tion 1834(a)(9) of Such Act (42 U.s.c. agreement has been entered Into under making payments for such an item under
1395m(aX9)) is amended— clause (ii), a period of continuous use of this title, a reasonable useful lifetime of 5

(A) In subparagraph (A)(II)(II), by striking longer than 13 months"; years is not appropriate with respect to a
"increased by the percentage increftse". and - (B) in subparagraph (AXii)— particular item, the Secretary shall estab-
all that follows through the period and in- (i) by 8trlking "(ii) during the succeeding lish an alternative reasonable lifetime for
serting "adjusted by the covered item 6month period of medical need," and in• 8uch item.".
update for the year."; serting "(iii) in the case of an item for (4) APPUCATIoN OP REASONABII USEFUL

(B) by amending subparagraph (B) to read which a purchase agreement has not been 1L-nM FOR ITEMS REQUIRING P'REQUENT ANI)
ufollows: entered Into under clause (II), during the SUBSTANTIAL SERVIcING—Section 1834(a)(3)

"(B) COMPUTA11OZ or ZAflOZAL urrz first 6-month period of medical need that of such Act (42 U.S.C. 1395m(a)(3)), as
N0NTmY PAYMZWr pm—With respect to follows the period of medical need during amended by subsection (b)(1), is further
the furnishing of an item in a year, the Sec. which payment is made under clause (i),', amended by adding at the end the following
retary shafl compute a national Iimfted and new 8ubparagraph:
monthly payment rate equal to— (II) by striking "and" at the end; "(D) REPLAcEMENT 0? ITEMs—If the rea-

"(i) for 1991 and 1992, the local monthly (C) In subparagraph (A)(lIi) sonable useful lifetime of such an item, as
payment rate computed under 8ubpara- (i) by striking "(III)" and inserting "(iv) in established under paragraph (7)(C), ha
graph (AXIIXII) for the item for the year, the case of an item for which a purchase been reached during a continuous period of
except that such national limited monthly agreement has not been entered into under
psyment rate may not exceed 100 percent of Clause (ii),", and

- medical need, or the Secretary determines
on the basis of investigation by the carrier

the weighted average of all local monthly (II) by striking the period at the end and that the item is lost or irreparably damaged.
payment rates computed for the item under inserting "; and";
such subparagraph for the year, and may (D) by Inserting after clause (i) of sub- payment for an item serving as a replaceS

not be less than 85 percent of the weighted paragraph (A) the following new clause:
ment for 8uch. item shall be made on a

sverage of all local monthly payment rates "(ii) during the 10th continuous month monthly basis for the rental of the replaceS

computed for the Item under such subpara- during which payment is made for the ment item in accordance with subparagraph

graph for the year; and - rental of an item under clause (i), the sup- (A).".

"UI) for each 8ubsequent year, equal to plier of such item shafl offer the indivIdual (5) TREATMENT 0? POWER-DRIVEN WREEL

the amount determined under this 8ubpara- patient the option to enter Into a purchase CHAIRS AS MIsCELLANEOUs ITEMs OF DURABLE

graph for the precedIng year adjusted by agreement under which, if the patient noti- MEDICAL EQUIPMENT.—

the covered item update for 8uch subse- fies the 8upplier not later than 1 month (A) IN OENEm.—Section 1834(a)(2)(A) of

quent year."; after the supplier makes such offer that the 8uch Act (42 U.S.C. 1395m(a)(2)(A)) is

(C) in subparagraph (C).— patient agrees to accept such offer and exer- amended—

(i) by striking "regional monthly payment cise such Option— (i) in clause (I), by inserting or" at the
rate" each place it appears and inserting "(I) the 8upplier shall transfer title to the end;

'national limfted monthly payment rate", item to the indivIdual patient on the first (ii) in clause (II), by striking or" at the
(II) In clause (ii)— day that begins after the 13th càntinuous end; and
(I) by 8trlklng "75" and Inserting "67"; month during which payment is made for (iii) by striking clause (iii).

and - the rental of the item under clause i, (B) CRITERIA FOR TRZATME7T OF WHEEL-

(II) by gtrfklng "25" and Inserting '33", "(II) after the 8upplier transfers title to CHAIR AS CUsTOMIZED XTEM.—(i) Section

and the item under 8ubclause a, maintenance 1834(á)(4) of buch Act (42 U.S.C.

(ill) In clause (ill)— - and servicing payments shafl be made in ac 1395m(a)(4)) is amended by adding at the
(I) In subclause (I), by striking "50" and cordance with clause end the followin 'SIn the case of a wheel-

insertIng "33"; and (E) by Inserting after clause (iv) -Of sub- - chair furnished on or after January 1, 1992,
-(U) In subclauae (II). by striking "50" and paragraph (A) (as amended by subpara the wheelchair 8hafl be treated as a custorn

inserting "67"; and graph (C)) the follow1n new clauw. ed item for purposes of this paragraph if
(D) by striking subparagraph (D). '(v) In the case of an item for which a the wheelchair has been measured, fitted,
(4) DEp'nqrT'IoN.—Section 1834(a) of such purchase agreement has been entered Into or adapted in consideration of the patient's

Act (42 U.S.C. 1395m(a)) th amended by in- under clause (II); maintenance and servicing body size, disability, period of need, or in-
serting alter paragraph (13) the following payments may be thade (for parts and labor tended use, and ha.s been assembled by a
new paragraph: not covered by the supplier's or manufactur supplier or ordered from a manufacturer

"(14) COVERED ITEM UPDATE.—In thI subS er's warranty, as determined by the Secre. who makes available customized features,
section, the term 'covered item update' tary to be appropriate for the particular modifications, or components for wheelS
means, with respect to a year, the percentS type of durable medical equipment), and chairs that are intended for an individual
age increase In the consumer price index for such payments shall be in an amount estab- patients use in accordance with Instructions
all urban consumers (U.S. city average) for lished by the Secretary on the basis of rea- from the patient's physician.".
the 12-month period ending with June of aonble charges in the locality for mainte (ii) The amendment made by clause (I)
the prevlou8 year.". nance and servicing.": and shafl apply to Items furnished on or after

(5) Cooaino AMZNDMEWr.—Section (F) by adding at the end the following January 1, 1992, unless the Secretary devel
1834(aXl2) of such Act (42 U.S.C. new 8ubparagraph opa specific criteria before that date for the
1395m(aXl2)) is amended by striking "deS "(C) REPLACMEiT or FrEM8.— treatment of wheelchairs as customized
fined for purposes of paragraphs (8)(B) and "(i) ESTABLISHMZNT 0? RZASONABII USEPUL Items for purposes of section 1834(a)(4) of
(9XB)". - LITETIME.—In accordance with clause (iii), the Social Security Act (in which case the

(c) TREATMENT Or "Rpiimi. CAP" Irzgs.— the Secretary shall determine and establish amendment made by such clause shall not
(1) Dzrnwrwo PAYMENT AMOUNT ON ft reasonable useful lifetime for items of du- become effective).

sis or CLADIS PAID.—Section rable medical equipment for which payment (d) RECERTIFIcATION FOR CERTAIN PATIENTS

1834(a)(8XAXiXII) of 8uch Act is amended may be made under this paragraph or para- RCZIVING HoM OXYGEN THERAPY SERv
by striking 'ftverage of the purchase prices graph (3). ICES.—

on the claims submitted" and Inserting "av '(lI) PAYMENT FOR RZPLACEMfl rltMs.—II (1) lic oiw_—8ection 1834a)5) of such
erage of the reasonable charges on claims the reasonable lifetime of such an item, as Act (42 U.S.C. 1395m(a)(5)) is amended—
paid". - 80 established, has been reached during a (A) in subparagraph (A), by striking °(B)

(2) U.rrAnoN oi oni.y RECOONIZZb continuous period of medical need, or the and (C)" and Inserting '(B), (C), and (E)';
WqTAL AMOUNTS FOR MISCELlANEOUS iins.— carrier determines that the Item is lost or ir- and -

8ection 1834(aX7XAXi) of such Act (42 reparably damaged, the patient may elect to -- (B) by adding ftt the end the following
U.S.C. 1395m(aX7XAXi)) is amended— - have payment for an item serving as a re- new subparagraph:

(A) by striking "for each such month" and placement for such item made— "(E) RCERTIFICAflOn FOR PATIENT5 RZcEIv-
Inserting 'for each of the first S months of "(I) on ft monthly basis for the rental of luG HOME OXYGK1 THERAPY.—NO payment
such period"; and the replacement item In accordance with may be made under this part for home

(B) by striking the 8emlcolon at the end subparagraph (A): or Oxygen therapy services provided after the
and inserting the followlnr ", and for each "(rn In the case of an item for which a expiration of the 3-month period that
of the remaining months of 8uCh period is purchase agreement has been entered into begins on the date the patient first receives
7.5 percent of 8uch purchase price;", under subparagraph (A)(lI), In ft lump-sum such services unless, in accordance with cri

(3) OFFER 0? OPTIOZ TO PURCHASE FOR MIS' amount for the purchase of the item. terla developed by the Secretary in consul.
CKLLA1EOVS ITEMS IST&BLISHMENT 0? REASON' "(iii) LJNGTH 0? RIASONABLE vsruI. LIrE' tation with suppliers of such services, the
ABLE LInTIME,—8ection 1834(a)(7) of such 'r1M.—The reasonable useful lifetime of an patient's attending physician certifies that,
Act (42 U.S.C. 1395m(a)(7XA)) tá amended— item of durable medical equipment under on the basis of a follow-up test of the pa.

(A) In subparagraph (A)(i), by strIking "15 this 8ubparagraph shall be equal to 5 years, tient'8 arterial blood gas value or arterial
-- wd Inserting "15 months, or, In except that, if the Secret.ary determines oxygen saturation conductcd during the
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flna1 15 days of such 3-month period, there
Is a medical need for the patient to continue
to receive such services. The Secretary 8haII
permit suppliers of home oxygen. therapy
services to manage such fOllow-up testing
process.".

(2) FFECTTVE DATE.—The amendrnents
made by paragraph (1) shall apply to pa-
tients who first receive home oxygen ther-
apy services on or after January 1, 1991.

(e) UPDATES IN FEE ScjuuI.Es.—Section
1834(aXl4) of such Act, as added by subsec-
tion (b)(4), Is amended by striking "to a
year," and all that follows and inserting the
following: 'to a year—

"(A) for 1991 and 1992, a reduction of 1
percent; and

"(B) for & subsequent year, the percentage
increase in the conzumer price index for all
urban consumers (U.S. city average) for the
12-month period ending with June of the
previous year.".

(f) FREEZE IN REASONABLE CHARGES FOR EN-
T.AL AND PARENTERAL Nu1iuEs, SUPPLIES.

EQUIPMENT DURING 1991.—In determin-
ing the amount of payment under part B of
title XVIJI of the Social Security Act for en-
teral and parenteral nutrients, supplies, and
equipment furnished durIng 1991, the
charges determined to be reasonable with
respect to such nutrients, supplies, and
equipment may not exceed the charges de-
termined to be reasonable with respect to
such items for 1990.

(g) PAyMEWr5 FOR PROSTHETIC DEVICES AND
ORTHOIICS MtD PROsTHETICS.—

(1) MAINTAINING CURRENT PAYMENT METH-
0D0L0GY.—Section 1834 of the Social Securi-
ty Act (42 U.S.C. 1395m) Is amended by
adding at the end the following new subsec-
tion:
• "(h) PAYMENT FOR PRO5THrnC DEvIcEs AND
ORm0rIcs MtD PRosmmCs.—

'( 1) GEi1. RULE FOR PAYMENT.—
"(A) IN GENERAL.—Payment under this sub-

section for prosthetic devices and orthotics
and prostheti shall be made in a lump-sum
amount for the purchase of the item in an
amount equal to 80 percent of the payment
basis described in subparagraph (B).

"(B) PAYMENT BA5I5.—EXcept as provided
in subparagraph (C), the payment basIs de-
scribed in this subparagraph is the lesser
of—

(i) the actual charge for the item; or
'(ll) the amount recognized under para-

graph (2) as the purchase price for the item.
"(C) EXCEPTION FOR CERTAIN PUBLIC HOME

HEALTB AGEwIEs.—Subparagraph (B)(i)
shall not apply to an item furnished by a
public home health agency (or by another
home health agency which demonstrates to
the satsilactlon of the Secretary that a sig-
nil icant portion of its patients are low
income) free of charge or at nominal
charges to the public.

"(D) EXCLUsIVE PAYMENT RULE.—ThIs sub-
section shall constitute the exclusive provi-
sion of this title for payment for prosthetic
devices, orthotics, and prosthetics under
this part or under part A to a home health
agency.

'(2) PtJicaAsz PRICE co iz,.—For pur-
poses of paragraph (1). the amount that is
recognized under this paragraph as the pur-
chase price for prosthetic devices, orthotics,
and prosthetics Is the amount described in
Bubparagraph (C) of this paragraph, deter-
mThed as follows; -

"(A) COMPWrATION OF £.OCAL PtTRCHASE
PRXcL—Each carrier under 8ectiOn 1842
shall compute a base iccal purchase prfoe
for the item as follows:

"(i) The carrier shall compute a base local
purchase price for each item equal to the
average reMonable charge In the locality for
the purchase of the item for the 12-month
period ending with June 1987.
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"(II) The carrier shall compute a local pur-

chase price, with respect to the furnishing
of each particular item—

"(I) in 1989 and 1990, equal to the base
local purchase price computed under clause
ci) increased by the percentage increase in
the consumer price index for all urban con-
sumers (United States city average) for the
6-month period ending wIth December 1987,
or

"(II) in 1991, 1992 or 1993, equal to the
local purchase price computed under this
clause for the prevIous year increased by
the applicable percentage increase for the
year.

'(B) COMPWrATION OF RZGIONAL PtTRCHA5E
P1ICz.—With respect to the furnishing of a
particular item in each region (as defined by
the Secretary), the Secretary shall compute
a regional purchase price—

"(i) for 1992 and for 1993, equal to the av-
erage (weighted by relative volume of all
Claims among cañlers) of the local purchase
prices for the carriers in the region comput-
ed under subparagraph (A)(iiXII) for the
year, and

"(ii) for each subsequent year, equal to
the regional purchase price computed under
this subparagraph for the previous year in-
creased by the applicable percentage in-
crease for the year.

"(C) PURCHASE PRiCE acoGNzzED.—For
purposes of paragraph (1) and subject to
subparagraph (D). the amount that is recog-
nized under this paragraph as the purchase
price for each item furnished—

"(i) in 1989, 1990, or 1991, is 100 percent of
the local purchase price computed under
8ubparagraph (AXil)(I);

"(II) in 1992, is the sum of (1)75 percent of
the local purchase price computed under
subparagraph (A)ii)(II) for 1991, and (II)
25 percent of the regional purchase price
computed under subparagraph (B) for 1991;

"(ill) in 1993, is the sum of (I) 50 percent
of the local purchase price computed under
subparagraph (AXIIXII) for 1992, and (II)
50 percent of the regional purchase. price
computed under 8ubparagraph (B) for 1992;
and

"(iv) in 1994 or a subsequent year, is the
regional purchase price computed under
subparagraph (B) for that year.

"(D) RARGE ON AMOUNT RZc0GNIZED.—The
amount that is recognized under subpara-
graph (C) as the purchase price for an item
furnished—

"(i) in 1991. may not exceed 125 percent,
and may not be lower than 85 percent, of
the average of the purchase prices recog-
nized under such subparagraph for all the
carrier service areas in the United States in
that year; and

"(II) in a subsequent year, may not exceed
120 percent, and may not be lower than 90
percent. of the average of the purchase
prices recognized under such subparagraph
for all the carrier service areas in the
United States in that year.

"(3) APPLICABILITY OF C(TAIN PROVISIONS
RELATING TO DURABLE MZDICAL ZQUIPMKNT.—
Bubparagraphs (A) and (B) of paragraph
(10) and paragraph (11) of subsection (a)
shall apply to prosthetic devices, orthotics,
and prosthetics in the same manner as such
provisions apply to covered items under
such subsection.

"(4) D,'nIttois.—In this subsection—
"(A) the term 'applicable percentage in-

crease' meanB—
"(i) for 1991, 0 percent, and
"(II) for a subsequent year, the percentage

increase in the consumer price index for all
urban consumers (United States city aver-
age) for the 12-month period ending with
June of the previous year

"(B) the term 'prosthetic devices' has the
meaning given 8uch term in section
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1861(s)(8), except that such term does not
include parenteral and enteral nutrition nu-
trients, supplies, and equipment; and

"(C) the term 'orthotics and prosthetics'
has the meaning given such term in 8eCtion
186 1(s)(9).".

(2) CONFORMING MaimlztiTs.—(A) Sec-
tion 1832(aX2) of such Act (42 US.ç.
1395k(a)(2)) is amended—

(i) in 8ubparagraphs (A) and(B), by strik-
ing "subparagraph (0)" each place it ap-
pears and Inserting "subparagraph (0) or
subparagraph (U";

(ii) by striking 'and" at the end of sub-
paragraph (0);

(lii) by striking the period at the end of
subparagraph (H) and inserting "; and"; and

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

"(I) prosthetic devices and orthotics and
prosthetics (described in section 1834(h)(4))
furnished by a provider of services or by
Others under arrangements with them made
by a provider of services.".

(B) Section 1833(a)(1) of such Act (42
U.S.C. 13951(a)(1) is amended—

(i) by striking ", and (L)" and Inserting ",
(L)"; and

(ii) by, striking "subparagraph and (N)"
and lnzertlng the following: "subparagraph,
(M) with respect to prosthetic 1evices and
orthotics and prosthetics (aa defined in Eec-
tion 1834(hX4)), the amounts paid shall be
the amounts described in section 1834(h)(1),
and (N)".

(C) Section 1833(a) of such Act (42 U.S.C.
13951(a)) is amended—

(i) in paragraph (2), in the matter before
subparagraph (A), by striking "and (H)" and
Inserting "(H), and (I)";

(II) by striking "and" at the end of para-
graph (5);

(iii) bystriklng the period at the end of
paragraph (6) and Inserting "; and"; and

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

"(7) in the case of prosthetic devices and
orthotics and prosthetics (as described in
section 1834(h)(4)), the amounts described
in 8ection 1834(h).".

(D) Section 1834(a) of such Act (42 U.S.C.
1395m(a)), is amended—

(i) in the heading, by striking ", Prosthetic
Devices, Orthotics, and Prosthetics";

(II) in paragraph (a)(2)(A), by striking
"(13)(A)" and InsertIng "(13)"; and

(lii) in paragraph (13), by striking
"means—" and all that follows and Inserting
the following: "means durable medical
equipment (as defined in section 1861(n)),
including such equipment described in 8ec-
tion 1861(rnX5)), but does not include intra-
ocular lenses or medical supplies (including
catheters, catheter supplies, ostomy bags,
and supplies related to ostomy c8re) fur-
nished by a home health agency under sec-
tion 1861(m)(5).".

(3) GAO STUDY OF EDICAP.E PAYMENTs OR
PROsTHETIC DEVICES, ORTHOTIC5 AND P1OS-
tHETIC5.—

(A) STuzY.—The Comptroller General
shall conduct a study of payments for pros-
thetic devices, orthotics, and prosthetics
under the medicare program. In conducting
such study, the Comptroller General shall
examine the effect of the development and
Implementation of the fee schedules etab-
Ilshed for Buch items under the program on
payments for such item8 under the program
to orthotists and prosthetists.

(B) REP0RT.—Not later than 18 months
after the date of the enactment of this Act,
the Comptroller Oeneral shall subm't a
report on the study conducted under sub-
paragraph (A) to the Committees on Energy
and Commerce and Way8 and Means of t!e
House of Reresentatives and the Committee
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on Finance of the Senate, and shall hxlude
in such report any recommend.itions regard-
ing payments for prosthetic device,. ortho-
tics, and prosthetics under the seedicare
program that the Comptroller General con.
alders appropriate.

(h) pwrivz DA.—EXCept as otherwise
provided In subsection (aX2 and (a)(3), the
amendments made by this section shall
apply to Items furnished on or after Janu-
sr3 1, 1991.
sac. mi& PAYMB1S FOR CUNICAL DIAGNosTIC

LABORATORY TESTS.

(a) Car os ANM1ThL FEZ Scamui.g Ii-
CRZASZS.—Section 1833(h)(2)(A)(ll) of the
Social Security Act (42 U.S.C.
1395l(hX2XAXll is amended—

(1) by striking 'any other provision of this
subsection" and Inserting "clause (I)";

(2) by striking "and" at the end of sub-
clause (I);

3) by striking the period at the end of
subclause (II) and inserting ", and"; and

(4) by adding at the end the following new
subclause:

"(III) the Secretary shall reduce the
annual adjustment In the fee sehedules de-
termined under clause (i) for each of the
years 1991, 1992. and 1993 by 2 percent.".

(b) RmucTloR IN NArIoiqAx. Cap.—
(1) In ormai..—8ection 1833<h)(4)(B) of

such Act (42 U.S.C. 13951(hk4kB)) Is
amended—

(A) by striking "and" at the end of clause
(U):

(B) En clause (in), by Inserting 'and before
January 1, 1991," after "1989,";

(C) by striking the period at the end of
clause (i11 and inserting ", and"; and

(D) by adding at the end the following
new clause

"(iv) after December 31, 1990, is equal to
88 percent of the median of all the fee
schedules established for that test for that
laboratory setting under paragraph (1 ).".

(2) CI.AJurecArIoN OF ASSIGNMENT FOR TESTS
P55105Mm BY A PHYSICIAN orrics LABORATO-
RY.—

(A) lie GFJ.gaaI..—(I) Section 1833(h(5(C
of such Act (42 U.S.C. 13951(hX5)(C)) Is
amended by striking" test performed by a
laboratory other than a rural health clinic"
and inserting "test., including a test per-
formed En a physician's office but excluding
a test performed by a rural health clinic,".

(ii) Section 1833(h)(5XD) of such Act (42
U.S.C. 13951(h)(5)(D)) is amended by st.rik-
Ing "test performed by a laboratory, other
than a rural health clinic," and Inserting
"test. Including a test performed ins physi-
cian's office but excluding a test performed
by a rural health clinic,".

(B) EPVECTIVE DATEL—The amendment
made by subparagraph (A)(i) shall take
effect as If Included En the enactment of sec-
tion 9303(b)(3) of the Consolidated Omni.
bus Budget Reconciliation Act of 1985, and
the amendment made by subparagraph
(A)(ll) shall t.ake effect as If Included in the
enactment of the Omnibus Budget Reconcil.
litton Act of 1987.
SEc. 12114. REDUCFION IN PAYMENTS UNDER PART

B DURING FINALS MONTUS OF usa
(a) In Grswi..—Notwlt,hstanding any

other provision of law (Including any other
provision of this Act, other than subsection
(b)(4)). payments under part B of title
XVIII of the Social Security Act for items
and services furnished during the period be-
ginning on November 1, 1990. and ending on
December 31, 1990, shall be reduced by 1.4
percent, En accordance with subsection (b).

(b) SPECIAL RuLES roe APPLICATION OF Ra-
DUCTION.—

(1) PAYMEIrr ON '1HZ 55515 Of COST REPORT-
ING rxnioos.—ln the case in which payment
for services of a provider of services Is made
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under part B ofsnch title on a basis relating
(a the reasonable cost Incurred for the serv-
ices during a cost reporting period of the
provider, the reduction made under subsec-
tion (a shall be applied to payment for
costs for such servIces Incurred at any time
during each cost reporting period of the
provider any pert of which occurs during
the period described in such subsection, but
only In the same proportion as the fraction
of the cost reporting period that occurs
during such period.

(2) No n.zaaie ne BKNICIARY CHARGES IN
A1SIGieIy-RELaTm cAsss.—lf a reduction In
payment amounts Is made under subsection
(a) for items or services for which payment
under part B of such title Is made on the
basis of an assignment described in section
1M2(bX3)(BXII), in accordance with section
1842(b)(6(B), or under the procedure de-
scelbed in section 1810(f)(1), of the Social
Scourity Act., the person furnishing the
items or services shall be considered to have
accepted payment of the reasonable charge
for the items or services, less any reduction
In payment amount made under subsection
(a), as payment In full.

(3) No u'viecr ON COMPUTATION OF AAPCC.—
In computing the adjusted average per
capita cast for purposes of section 1876(aX4)
of the Social Security Act, the Secretary of
Health and Human Services shall not take
Into account any reductions In payment
amounts which have been or may be effect-
ed under subsection (a).

(4) 'FREATMENT OF PAT FIS TO HEALTH
MAIWFIXANC! 0RGAIIIZATZONS.—Subsection (a)
shall not apply to payments under risk-shar-
ing contracts under section 1876 of the
Social Security Act or under similar con-
tracts under section 402 of the Social Secu-
rity Amendments of 1967 or section 222 of
the Social Security Amendments of 1972.

Subtitle C—Provisions Relating to Medicare
Parts A and B

SEC. 12201. END STAGE RENAL DISEASE SERVICES.
(a) Is GENERAl..—
(1) SectIon 1881(bXll) of the Social Secu-

rity Act (42 U.S.C. 1395rr(b)) Is amended—
(A) by striking "(11)" and Inserting

"(1IXA)"; and
(B) by adding at the end the following

new subparagraph:
"(B) Erythropoietln, when provided to a

patient determined to have end stage renal
disease, shall not b Included as a dialysis
servIce for purposes of payment under any
prospective payment amount or comprehen-
sive fee established under this section, and
payment for such item shall be made sepa-
rately—

'(i) in the case of erythropoietln provided
by a physician, In accordance with section
1833; and

"(ii) In the case of erythropoietln provided
by a provider of services, renal dialysis facil-
ity, or other supplier of home dialysis sup-
plies and equipment—

"(I) for erythropoletln provided during
1991. In an amount not to exceed $11 per
thousand units, except that the total pay-
ment for erythropoietln under this clause
may not exceed $70, and

"(U) for erythropoletln provided during a
subsequent year, In an amount equal to the
amount determined under this clause for
the prevIous year Incressed by the percent-
age increase (If any) In the Implicit price de-
flator for gross national product (as pub-
lished by the Department of Commerce) for
the second quarter of the precedIng year
over the Implicit price deflator for the
second quarter of the second preceding
year.",

(2) Section 9335(aXl) of the Omnibus
Budget Reconciliation Act of 1988, as
amended by section 6303(a)(1XA) of the

October 16, 1990
Omnibus Budget Reconciliation Act of 1989,
Is amended—

(A) by striking "and before October 1,
1990" and Inserting "and before January 1,
1996";

(B) by striking 'equal to" and Inserting
"not less than"; and

(C) by striking "$2.00." and Inserting
'$2.00 and Increased by the amount of the
reduction made in such rate pursuant to sec-
tIon 6101 of the OmnIbus Budget Reconcili-
ation Act of 1989.". -

(b) Efl'ae.-rive DATES—(1) The amend.
ments made by subsection (a(1 shall apply
to erythropoietin furnished to end stage
renal disease patients on or after January 1,
1991.

(2) The amendment made by subsection
(aX2) shall take effect as if included in the
enactment of the Omnibus Budget Reconcil-
Iation Act of 1986.
SEC. 12202. EXTENSION OF SECONDARY PAYOR

PROVISIONS.

(a) IDENTTTICATION OF MInICARE SEcorra-
sn PA-rOE SITUATIONS.—

(1) Section 1862(b)(5)(C)(iit) of the Social
Security Act (42 U.S.C. 1395y(b)(5)(C)(iii))
Is amended by strikIng "September 30,
1991" and inserting "September 30. 1995".

(2) SectIon 6103(l)(12)(F) of the Internal
Revenue Code of 1986 is amended—

(A) in clause (I), by striking "September
30, 1991" and inserting "September 30,
1995";

(B) in clause (ii)(I), by striking "1990" and
insertIng" 1994"; and

(C) In clause (il)(II), by st,rlking "1991"
and inserting" 1995".

(b) MEDICARE SECONDARY PAVOR FOR THE
DIsABIom.—Section 1862b)(1)(B)(iii) of such
Act (42 U.S.C. 1395y(bXl)(B)(lii)) is amend-
ed by striking "January 1, 1992" and insert-
ing "October 1, 1995".

(c) EFFECTIVE DATE—The amendments
made by this subsection shall take effect on
the date of the enactment and the amend.
ment made by subsection (a)(2)(B) shall
apply to requests made on or after such
date.
Subtitle D—Provlsiors, Relating to Medicare Part

B Piuiium and Deductible
SEC. 12301. PAST B PREMIUM.

Section 1839(e)(1) of the Social Security
Act (42 U.S.C. 1395r(e)(1)) is amended—

(1) by inserting "(A)" after "(e)(l)", and
(2) by adding at the end the following new

subparagraph:
"(B) Notwithstanding the provisions of

subsection (a), the monthly premium for
each individual enrolled under this part for
each month in—

"(1) 1991 shall be $32.40,
"(Ii) 1992 shall be $36.00,
"(lii) 1993 shall be $40.50,
"(iv) 1994 shall be $44.00, and
"(v) 1995 shall be $46.50.".

SEC. 12351. PASTS DEDUCTIBLE.
Section 1833b) of the Social Security Act

(42 U.S.C. 13951) Is amended by Inserting
after "$75" the following: "for calendar
years before 1991, $100 for 1991. and $125
for years after 1991".

Subtitle E—User Fees
SEC. 12441. YEA5 EXTENSION OF CUSTOMS USER

FEES.
Paragraph (3) of section 13031(j) of the

Consolidated Omnibus Budget Reconcilia-
tion Act of 1985 (19 U.S.C. 58c(j)(3)) is
amended by striking out "1991' and Insert-
ing '1995".
SEC. 12452. 5-YEAR EXTENSION OF INTEENAL RE%'E•

NUE SERVICE USER FEES.
Subsection (c) of section 10511 of the Rev-

enue Act of 1987 (relating to fees for re-
quests for ruling, determination, arid similar
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letters) is amended by adding at the end
thereof the following new sentence: "Sub-
section (a) shall also apply with respect to
requests made after September 30, 1990, and
before October 1, 1995".
SEC. 12403. INCREASE IN PBGC PREMIUM RATES.

(a) INCREASE IN BASIC PREMIUM.—
(1) IN GENERAL.—ClauSe (I) of section

4006(a)(3)(A) of the Employee Retirement
Income Security Act of 1974 (29 U.S.C.
1306(a)(3)(A)) is amended by striking "for
plan years beginning after December 31,
1987, an amount equal to the sum of $16"
and Inserting for plan years beginning
after December 31, 1990, an amount equal
to the sum of $19'.

(2) CONFORMING AMENDMENT—Section
4006(c)(1)(A) of such Act (29 U.S.C.
1306(c)(1)(A)) is amended by adding at the
end thereof the following new clause:

"(iv) with respect to each plan year begin-
ning after December 31. 1987, and before
January 1, 1991, an amount equal to $16 for
each Individual who was a participant in
such plan during the plan year, and",

(b) INCREASE IN ADDITIONAL PRIMIUM.—
Section 4006(a)(3)(E) of such Act (29 U.S.C.
1306(a)(3)(E)) is amended—

(1) by striking $6.00' in clause (ii) and in.
serting '$9.00', and

(2) by striking "$34" in clause (iv)(I) and
Inserting $53".

(c) EFFECTIVE DATE—The amendments
made by this section shall apply to plan
years beginning after December 31, 1990.
SEC. 12404. RECOVERY OF OASDI OVERPAYMENTS

BY MEANS OF REDUCFION IN TAX RE-
FUNDS.

(a) ADDITIONAL Mrnion oF RECOVERY.—
Section 204(a)(1)(A) of the Social Security
Act (42 U.S.C. 404(a)(1)(A)) is amended by
Inserting after. payments to such overpaid
person." the following: "or shall obtain re-
covery by means of reduction in tax refunds
based on notice to the Secretary of the
Treasury a permitted under section 3720A
of title 31, United States Code,".

(b) RECOVERY BY MEANS 0? RuCTIoN IN
TAX REFUNDs—Section 3720A of title 31,
United States Code (relating to collection of
debts owed to Federal agencies) is amend-
ed—

(1) in subsection (a), by striking OASDI
overpayment and";

(2) by redesignating subsection (f) as sub-
section (g); and

(3) by Inserting the following new subsec-
tion after subsection (e):

(f)(1) Subsection (a) shall apply with re-
spect to an OASDI overpayment made to
any indMdual only if such individual is not
currently entitled to monthly insurance
benefits under title II of the Social Security
Act.

'(2)(A) The requirements of subsection
(b) shall not be treated as met in the ca.se of
the recovery of an OASDI overpayment
from any indiVidual under this section
unless the notification under subsection
(b)(1) describes the conditions under which
the Secretary of Health and Human Serv-
ices is required to waive recovery of an over-
payment, as provided under section 204(b)
of the Social Security Act.

(B) In any case in which an individual
files for a waiVer under 8ection 204(b)
within the 60-day period referred to in sub-
section (b)(2), the Secretary of Health and
Human Services shall not certify to the Sec.
retary of the Treasury that the debt is valid
under subsection (b)(4) before rendering a
decision on the waiver request under section
204(b).

(3) In lieu of payment, pursuant to sub-
section (c. to the Secretary of Health and
Human Services of the amount of any re-
duction under this 8ubsectAon based on an
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OASDI overpayment, the Secretary of the
Treasury shall deposit such amount in the
Federal Old-Age and Survivors Insurance
Trust Fund or the Federal Disability Insur.
ance Trust Fund, whichever Is certified to
the Secretary of the Treasury as appropri-
ate by the Secretary of Health and Human
Services.'.

(c) INTZRBAI. RFvvivE CODE PROVISIONS.—
(1) IN GENERAL.—Subsection (d) of section

6402 of the Internal Revenue Code of 1986
(relating to collection of debts owed to Fed-
eral agencies) is amended—

(A) in paragraph (1), by striking "any
OASDI overpayment and"; and

(B) by striking paragraph (3) and insert-
ing the following new paragraph:

"(3) TREATMENT 0? OA5DI oVRpAYMgNTs.—
'(A) REQUIREMENT5.—Paragraph (1) shall

apply with respect to an OASDI overpay.
ment only if the requirements of para-
graphs (1)and (2) of section 3720A(f) of
title 31, United States Code, are met with
respect to such overpayment.

"(B) NOTICE; PROTECTION 0? oTB PERSONS
PiLING JOINT RETURN.—

'(i) N0TICE.—In the case of a debt consist-
ing of an OASDI overpayment, If the Secre-
tary determines upon receipt of the notice
referred to in paragraph (1) that the refund
from which the reduction described in para-
graph (1)(A) would be made is ba.ed upon a
Joint return, the Secretary shall—

"(I) notify each taxpayer filing such joint
return that the reduction Is being made
from a refund ba.sed upon such return, and

"(II) include in such notification a descrip-
tion of the procedures to be followed, in the
case of a Joint return, to protect the share
of the refund which may be payable to an-
other person.

(ii) ADJusTMiTs BASED ON PBoTCTIONS
GIVEN TO OTHER TAXPAYERS ON JOINT
P2TU]N.—If the other person filing a Joint
return with the person owing the OASDI
overpayment takes appropriate action to
secure his or her proper share of the refund
subject to reduction under this subsection,
the Secretary shall pay such share to such
other person. The Secretary shall deduct
the amount of such payment from amounts
which are derived from subsequent reduc.
tions in refunds under this subsection and
are payable to a trust fund referred to in
subparagraph (C).

(C) DEPOSIT 0? AMoUNT 0? RZDUCTION
INTO APPROPRIATE TRUST ivwn.—In lieu of
payment, pursuant to paragraph (1XB), of
the amount of any reduction under this sub-
section to the Secretary of Health and
Human Services, the Secretary shall deposit
such amount in the Federal Old-Age and
Survivors Insurance Trust Fund or the Fed.
eral Disability Insurance Trust Fund,
whichever is certified to the Secretary as
appropriate by the Secretary of Health and
Human Services.

'(D) OASDI OVERPAYMENT—For purposes
of this paragraph, the term OASDI over-
payment' means any overpayment of bene-
fits made to an individual under title II of
the Social Security Act.".

(2) PRZSnWATION OP azMzDIgs.—Subsec-
tion (e) of section 6402 of such Code (relat.
Eng to review of reductions) Is amended in
the last sentence by inserting before the
period the followlng 'or any such action
agaInst the Secretary of Health and Human
Services which Is otherwise available with
respect to recoveries of overpayments of
benefits under section 204 of the Social Se-
curity Act".

(d) ErrEcrIvz DA.—The amendments
made by this section—

(1) shall take effect January 1. 1991, and
(2) shall not apply to refunds to which the

amendments made by section 2653 of the
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Deficit Reduction Act of 1984 (98 Stat. 1153)
do not apply.
Subtitle F—Government-Sponsored Enterprse

SEC. 12501. FINANCIAL SAFETY AND SOUNDNESS OF
GOVERNMENT.SPONSOREI) ENTER-
PRISES AND GOVERNMENT CORPORA-
TIONS.

(a) IN Ggiti..—Chapter 31 of title 31.
United States Code (relating to the public
debt). Is amended by adding at the end the
following new subchapter:
"SUBCHAPTE Ill—FINANCIAL

SAFETY AND SOUNDNESS OF GOV-
ERNMENT-SPONSORED ENTER-
PRISES AND GOVERNMENT CORPO-
RATIONS

13141. Annual Mudy of relationship between
public debt and activities of Government.spon.
ored enterprises

"(a) ArukL S'ruDY.—
'(1) Giwi RZQUIREMENT.—Ifl order to

better manage the bonded indebtedness of
the United States, the Secretary shall arinu-
ally conduct a study to assess the financial
safety and soundness of the activitie8 of all
Government-sponsored enterprises and the
Impact of their operations on Federal bor-
rowing. Each such study shall include an
analysis of—

"(A) the financial safety and soundness of
the activities of each Government-spon•
sored enterprise; and

"(B) the risk of financial exposure to the
Federal Government posed by each Govern-
ment-sponsored enterprise.

'(2) ASsEssMENT 0? RIsK—For purposes of
paragraph (1)(B), the Secretary shall (to
the extent practicable) quantify the risks
associated with each Government-sponsored
enterprise. In quantifying such risks, the
Secretary shall (to the extent practicable)
determine the volume and type of securities
outstanding which are issued or guaranteed
by each Government-sponsored enterprise,
the capitalization of each Governmeflt.
sponsored enterprise, and the degree of risk
involved in the operations of each -Govern-
ment-sponsored enterprise due to factors
8uch a credit risk, interest rate risk, man•
agement and operations risk, and business
risk. The Secretary 8hall also report on the
quality and timeliness of information cur-
rently available to the public and the Feder.
al Government concerning the extent and
nature of the activities of Government.
8ponsored enterprises and the financial risk
associated with such activities.

(b) AccEss TO Ri.zv INFORMATION.—
"(1) INFORMATION FROM Gs's.—Each Gov-

ernment-sponsored enterprise shall provide
full and prompt access to the Secretary to
its books and records, and shall promptly
provide any other Information requested by
the Secretary.

'(2) IwFoIuTIoN FROM st?RvIsoRY AGfl4-
cus.—In conducting the studies under this
section, the Secretary may request informa-
tion from, or the assistance of, any Federal
department or agency authorized by law to
supervise the activities of any Government-
sponsored enterprise.

"(3) CowpDwrtu.xr 0? fløORMATION.—
"(A) Li. OP2IERAL.—The Secretary shall de.

termine and maintain the confidentiality of
any book, record, or Information made avail-
able under this subsection in a manner gen-
erally consistent with the level of confiden.
tiality established for the material by the
Government-sponsored enterprise involved.

"(B) EXEMPTION FROM PUBLIC DISCLOSURE
REQUIREMENTS—The Department of the
Trea.ury shall be exempt from section 552
of title 5 with respect to any book, record,
or Information made available under this
subsection and determined by the Secretajy
to be confidential under subparagraph (A).
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Such exempUon shall continue to apply to
any such book, record, or informaUon pro-
vided to a nationally recognized rating orga-
nization or another Federal agency pursu-
ant to subeetton (c).

1C) PENALTY FOR VAtYTHORID DIScLO-
8URZ.—An officer or employee of the De-
partment Qf the Treasury shall be subject to
the penaltjes set forth in sectIon 1906 of
title 18. if—

'(i) by vtrtue of official position or em-
ployment, such officer or employee has pos-
sIon of or access to any book, record, or
Information made available under this 3ub-
aecUon and determined by the Secretary to
be confidential under subparagraph (A); and

"(ii) such officer or employee discloses the
naterlaI in any manner other than—

"(I) to an officer or employee of the De-
partment of the Treasury: or

"(II) pursuant to the exceptions set forth
in such section 1906.

"(c) OTH INFORMATION REGRj)ING
GSE's.—

"(1) IN GKNTZAL.—The Secretary may pro-
vide any information made available to the
Secretary under this section to any nation-
ally recognized statistical rating organiza-
tion and any F'ederal agency, In order to fa-
cilitate the preparation of any study or
report by the Secretary under this section.

(2) Cow riiry.—If any lnformtion
determined by the Secretary to be confiden-
tial under subsection (b)(3)(A) Is provided to
an organization or agency under this subsec-
tion, such organization or agency (and its
officers and employees) shall be subject to
the penalties set forth in subsection
(bM3)(C) for unauthorized disclosure of
such thlormation.

"(d) Roais TO CONGRiS5.—The Secre-
try shall submit to the Congress, by March
15 of 1991 and each succeeding year, a
report setUng forth the results of the most
recent annual study conducted under this
section.

"(e) DIFINITI0NS.—For purposes of this
section—

(1) GOVERNMENT-SPONsORED rRpR1sz—
The term Government-8ponsored enter-
prise means—

"(A) the Federal National Mortgage Asso-
clation, the Federal Home Loan Mortgage
Corporation, the Federal Home Loan Hank
System, the Farm Credit Banks. the Banks
for CooperaUve8, the Federal Agricultural
Mortgage Corporation, the Student Loan
Marketing Association, the College Con-
struction Loan Insurance Association, *iid
any of their afulilated or member Institu-
Uons; and

"(B) any other Government-sponsored en-
terprise, as designated by the Secretary.

'(2) SEcizmy.—The term 'Secretary'
means the Secretary of the Treasury (or the
delegate of the Secretary).
'13142. Uniitatàoe oa oWto. of cer$ain

a,Iy etab&ibed Federal enti1e
(a) IN Qun4u—NotwIthstandjng any

other provision of law, on or after October
10, 1990. any specified Federal entAty—

(1) may not borrow any amount from the
Treeiury (inclucflng the Federal Fnanc1ng
Bnk), except in amounts peciIica11y au-
thorized in law: and

"(2) except u permitted in pragrph (1).
may not,—

"(A) Iue any obligation or otherwise
borrow any amount;

"(B) guarantee &ny obllgaUon; or
(C) incur any direct or contingent liibfl-

ity to pay any amount with re5pect to w ob-
ligation.

"(b) 5PEcmED FDtRAL Einrrr.—Por pur-
poses of this 8ection, the term eclf1ed
Federal entAty' meana any corporation
owned in whole or part by the Federal Gov-
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ernnient, Or any privately owned Govern-
!tpOnOTed tity, whIch Is established
pursuant to any lAw enacted on or after Oc-
ter 10. 1990.

"(C) IxrxoN.—8ubsectIon (a) thafl not
apply to any authority approved In athance
in appropriation Acts."

(b) CLERICAL AMDMENr.—The table of
secUons for chapter 31 of tIUe 31, United
8tate Code, is amended by adding at the
d the following nw Items;
BCHAPTER m—PINAWcTAL !AF!TY AND

SOUNDNESS OF GOVRNMT-?ON$oRED K!!-
TPRISS AND OOVKRNMZ?FT CORPORAfl0!qS

3141. Annual study of relationship between
public debt and activities of
Government-sponsored enter-
prfses.

"3142. iAinItaUon on obligations of certain
newly est.ablished Federal enti-
ties'

8&. 1251t COMCRESIONAL BUDGET (WFICE
STUDY.

(a) Jic OaAL—The, Dlrecthr of the Con-
gressional Budget Office shall prepare a
report setting forth—

(1) the perspective of the Director on the
types of risks that each Oovernment-fipon-
sored enterprise assumes, ways in whkth the
Congresa can improve ts understanding of
such risks, alid the rtaks to the Federal
budget posed by Oovernment-sponsored en-
terprises,

(2) an evJuation of the adequacy of the
current supervision and regulation of Gov-
ernment-8ponored enterprises with respect
to risk management, and

(3) proposed alternative models for over-
sight of Govemment-ponsored enterprises,
with particular emphasis on the co€ts and
beneflt-8 of each alternative to the Federal
Government and to the beneficiaries of the
activities of the Government-sponsored en-
terprises.

(b) DgDLINg.—The report required by
sub6ection (a) 3hall be submitted to the
Congress not later than March 15, 1991.

(C) Dynrriow.—For purposes of this sec-
tion, the term 'Oovernment-sponsord en-
terprise" has the meaning given such term
by Bection 3141 of title 31, United States
Code.

Subtitle G—Public Debt Lhuit
sgc. 12801. INCREASE IN PUBLIC DT LIMIT.

8ubsection (b) of section 3101 of tItle 31,
United States Code, is amended by 8trtking
the dollar limitation contained in such sub-
9ecton and Inserting "$4,500,000,000,000
($5,000,000,000,000 after September 30,
1993)".

TITLE X1II—COM1UTrEE ON WAYS AND
MEANS: REVENUE PROVISIONS

SEC. 13111. SKOWT TIThE; ETC.

(a) SHORT TIm.—This title may be cited
as the Revenue Reconcillation Act of
1990".

(b) OF 1986 C0D!.—Except as
otherwise expressly provided, whenever in
this title an amendment or repeal Is ex-
preed in terms of an amendment to, or
repeal of, a section or other provision, the
reference 5hall be consderd to be made to
a section oi other provision of the Internal
Revenue Code of 1986.

(e) TABLE OF CO1(TT5.—
TITLE XHI—C0MMITrEE ON WAYS
AND MEANS: REVENUE PROVISIO)S

Sec. 13001. Short title, etc.
Subtitle A—Incea.se in Earned Income Tax

Credit
Sec. 13101. Incre*se in earned Income tax

credit.
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Subtitle B—Exce Taxes

Part I—Taxes Related to Health and the
Environment

Sec. 13201. Increase in excise taxes on dis-
tilled spirits, wine. and beer.

Sec. 13202. Increase in excise- taxes on to-
bacco products.

Sec. 13203. Additional chemicals subject to
tax on ozone-depleting chemi-
C8JB.

Part Il—User-Related Taxes
Sec. 13211. IncreMe and extension of high-

way-related taxes and trust
fund.

Sec. 13212. Increase and extension of avia-
tion-related taxes and trust
fund.; repeal of reduction in
r*tes.

Sec. 13213. Incre*8e in harbor maintenance
tax.

Sec. 13214. Extension of Leaking Under-
ground Storage Tank Trust
Fund taxes.

Sec. 13215. Increase in inland waterway
fuel use tax.

Sec. 13216. Floor stocks tax trentment of
articles in foreign trade zones.

Part Ifl—Taxes on Luxury Items
Sec. 13221. Tax on Luxury Items.

Part P1—Tax on Refined Petroleum
Products

Sec. 13231. Tax on refined petroleum prod-
ucts.

SubtiUe C—Other Revenue Increases
Part I—Insurance Provisions

SUBPART A—POvI5IO1(S RELAItO TO POLICY
ACQUIsITION COSTS

Sec. 13301. CapitalIzation of policy acguisl-
tion expenses.

Sec. 13302. Treatment of nonlife reserves of
life insurance companies.

Sec. 13303. Treatment of life insurance re-
serves of Insurance companies
which are not life insurance
companies.

SUBPART B—TRIATMENT OF SALvAGE
RcovZRA.BLz

Sec. 13305. Treatment of salvage recover-
able.

SUBPART C—wAIvER OF ESTMA1TD TAX
PALTTYS

Sec. 13307. Waiver of estimated tax penal-
Ues.

Part U—Compliance Provisions
Sec. 13311. Suspension of statute of limita-

tions during proceethngs to en-
force certain summonses.

Sec. 13312. Accuracy-relkt.ed penalty to
apply to secUon 482 adjust-
men La.

Sec. 13313. Treatment of persons providing
services.

Sec. 13314. App1cation of amendments
made by section 7403 of Reve-
nue Reconciliation Act of 1989
to taxable years beginning on
or before July 10. 1989.

Sec. 13315. Other reporting requirements.
Sec. 13316. Study of section 482.

Part ni—Employer Reversions
SUBPART £—TRZATMEWr or RzvRsIoNs OF

QU&LIPID PLAZ &sSzrs TO EMPLOYERS
Sec. 13321. Increase in reversion tax.
Sec. 13322. Additional tax tf no replace-

inent plan.
Sec. 13323. Effective date.

SUBPART B—TRANSFERS TO RETIREE HEALTH
AOWTS

Sec. 13325. Transfer of excess pension
assets to retiree health ac-
counts.
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Sec. 13326 ApplIcation of ERIBA to trans-

fers of excess pension assets to
retiree health accounts.

Part TV-Corporate Provisions
Sec. 13331. RecognitIon of gain by distrib-

uting Corporation In certain
sectIon 355 transactIons

Sec. 13332. ModIfications to zulaUona
Issued under sectIon 305(c).

Sec. 13333. ModIfications to section 1080.
Sec. 13334. Modification to corporation

equity reduction linilisUons on
net operating loss carl7backs.

Sec. 13335. Issuance 0.! debt or stock in sat-
Is! action of Indebtedness.

Part V—Employment Tax Provisions
Sec. 13341. Increase In dollar limitation on

amount of wages subject to
hospital insurance tax.

Sec. 13342. ExtendIng Medicare coverage
of, and application of hospital
Insurance tax to, all State and
local government eanployee&

Sec. 13343. Mandatory coverage of certain
State and—-local employees
under Sodal Security.

Sec. 13344. Increase In tier 2 raIlroad retire-
ment taxes.

Sec. 13345. DeposIts of payroll taxes.
Part VI-Misdllaneous Provisions

Sec. 13351. Overall limitation on itemized
- deductions.

Sec. 13352. Disallowance of deduction for
Interest on tmpaid corporate
taxes.

Subtitle A—Increase in Earned Incam Tax
Credit

SEC. 13101. INCREASE IN EARNED INCO1 TAX
CREDIT.

(a) GirjlAx, Rm,s.—Sectlon 32 (relatIng to
earned income tax credit) Is amended—

(1) by striking "14 percent" In subsection
(a) and inserting "16.5 pereent', and

(2) by striking "10 percent" In subsection
(b)(2) and inserting "12 percent".

(b) CoNrouoxNG AMEsDMKNT.—Subpara-
graphs (BXi) and (C)(i) of section 3507(c)(2)
are each amended by striking "14 percent"
and Inserting "16.5 percent".

(c) ErP'Ecrtvz DATs.—The amendments by
this section shall apply to taxable years be-
ginning after December 31, 1990,

iubtitle S—Excise Tuss
PART I—TAXES RELATED TO hEALTH AND

THE ENVIRONMENT
SEC. 13281. INCREASE IN EXCiSE TAXES ON DIS-

TlL.LED SPiRITS, WINE. AND BEER.
(a) Dzsrtu,to SrlRrrs.—
(1) IN OEIERAL—Paragrapha (1) and (3) of

section 5001(a) (relatIng to rate of tax on
distilled spirits) are each amended by strik-
ing "$12.50' and Inserting "$14".

(2) TECREIcAL senmtsmov.—Paragraphs
(1) and (2) of sectIon 5010(a) (relating to
credit for wine content and for flavors con-
tent) are each amended by striking "$12.50"
and inserting "$14".

(b) Wrws.—
(1) TAx INCREASES.—
(A) WINEs coNrAnrIwa NOT 0105! TRAlO 14

PESCENr ALcOHOL.—Parar5ph (1) of section
5041(b) (relating to rates of tax on wines) Is
amended by strIking "17 cents" and insert-
Ing "$1.2'?".

(B) WINES C0IFIAZWUOO WoRE rnsx is
NOT KORE THAI! 21 PESCEST Au)noL.—Para-
graph (2) of sectIon 5041(b) Is amended by
striking "8'? cents" and Inserting "$1.77".

(C) WINES CORTAINIWO MORE THAW 21 su-r
soT MORE THAI! 141 PESCESr ALCOROL.—Parft-
graph (3) of section 5041(b) Is amended by
striking "$2.25" and Inserting "$3.35",

(D) ARTIPICIALLY CARSORATED WIRES,—
Paragraph (5) of sectIon 5041(b) Is amended
by striking '$2.40" and Inserting "$3.50".
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(2) Rcm EATES POE SMALL BOMESTIC

,RucoosRs.—SectIon 6041 is amended by re-
designating subsections (C), (d), and (e) as
subsections (d), (e), and (I), respectIvely,
and by Inserting after subsection (b) the fol-
lowing new subsection:

"( c) Rasucm Raxm FOIl SMALL DOMESTIC
Paovvcmts.-

(1) ho uvrshtAL—Except as otherwise pro-
vided In this subsection, In the case of a
person who produces not more than 200,000
wine gallons of wine during the calendar
year, the per wine gallon rates of the taxes
Imposed by this section shall be the follow-
ing amounts on the 1st 100,000 wine gallons
of wine (other than wine described In sub-
section (bX4)) which are removed during
such year for consumption or sale and
whIch have been produced at qualified f a-
elhlties In the United States

"(A) 17 cents In the case of wines de-
scribed In subsection (bXl).

"(5) 87 cents In the ease of wines de-
scribed In subsection (bX2).

"(C) $2.25 In the case of wines described In
subsection (bX3).

"(D) $3.40 In the case of wines described
In subsection (bX4).

"(B) $2.40 In the case of wines described In
subsection (hi(S).

"(2) Cosvouzo caours.—Rules similar to
rules of section 5051(aX2XB) shall apply for
purposes of this subsection.

"(3) Raam,srxoxs.—The Secretary may
prescribe such regulations as may be neces-
sary to prevent the reduced rates provided
In this subsection from benefiting any
person 'who produces more than 200,000
tine gallons o( wine during a calendar
year."

(3) COTIPORXD,G AMENDFrs.—
(A) Subsection (a) of section 5041 Is

amended by striking "shown In subsection
(b)' and Inserting "applicable under subsec-
tion (b) or (c)".

(B) Paragraph (3) of sectIon 5081(b) Is
amended to read as follows:

"(3) section 5041(e),'.
(c) BEnt.—
(1) ta GENZRAI..—Paragraph (1) of section

5051(a) (relating to Imposition and rate of
tax on beer) is amended by striking "$9"
and inserting "$18".

(2) CHANcES DI REDUCED RAT! FOR SMALL
BRzwKRs.—PaI-agraph (2) of section 5051(a)
Is amended—

IA) by striking "60.000" each place It ap-
pears and InsertIng "30,000", and

IB) by striking "2.000.000" each place It
appears nd Inserting "60,000".

(3) Rxom.arios-s.—Paragraph (2) of sec-
tion 5051(a) Is amended by adding at the
end thereof the following new subpara-
graph:

"(C) Rsctytayiows.—The Secretary may
prescribe such regulations as may be neces-
sary to prevent the reduced rates provided
In this paragraph from benefiting any
person who produces more than 60,000 bar-
rels of beer during a calendar year." -

(d) vecr1u DArL—The amendments
made by this section shall take effect on
January 1, 1991.

(e) FLooR STOCKS TAxES.—
'(1) !oamON 0? TAX.—
(A) 1w GncoluL.—!n the case of any tax-In-

creased article—
(i) on which tax was determined under

prt I of subchapter A of chapter Slof the
Internal Revenue Code of 1986 or section
1852 of such Code before January 1, 1991,
and

(11) which is held on such date for sale by
any person.
there shall be Imposed a tax at the applica-
ble rate on each such article.

iiB) APPUcASI,z a*rs.—Por purposes of sub-
paragraph (A), the applicable rate Is—
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(1) $1.50 per proof gallon In the ease of dls-

tilled spirits,
(U) $1.10 per wIne gallon In the case of

'wine described In paragraph (1). (2), (3), or
(5) of section 5041(b) of such Code, and

(IIfl $9 per barrel In the case of beer.
In the ease of a fraction of a gallon or
barrel, the tax Imposed by subparagraph
(A) shall be the same fraction as the
amount of such tax Imposed on a whole
gallon or barreL

(C) Tax.zsrAern 1cL5—Por purposes
of this subsection, the term "tax-Increased
article" means distilled spirits, wine do-
scribed In paragraph (1), (2), 3). or (5) of
section 5041(b) of such Code, and beer.

(2) Ezcn'vos FOR SMALL DOMESTIC PIIODUC-
ERS.—In the case of wine held by the pro-
ducer thereof on January 1, 1991, the tax
Imposed by paragraph (1) shall not apply to
such wine if the rate of tax under section
6041 of such Code on such wine would have
been determined under subsection (C) there-
of (as added by this section) had the amend-
ments made by subsection (b) applied to all
wine removed during 1990. A similar rule
shall apply to beer held by the producer
thereof. For purposes of this paragraph, an
article shall not be treated as held by the
producer U title thereto had at any time
been transferred to any other person,

(3) EXTIoN FOR CESTAIN SMALL WHOLE-
SAL! OR SnAIL IMALER8.—NO tax shall be mi-
posed by paragraph (1) on tax-Increased ar-
ticles held on January 1, 1991, by any dealer
If—

(A) the aggregate lIquid volume of tax-In-
creased articles held by such dealer on such
date does not exceed 500 wine gallons, and

(B) such dealer submits to the Secretary
(at the time and In the manner required by
the Secretary) such Information as the Sec-
retary shall require for purposes of this
paragraph.

(4) CREDIT AGAINST TAX.—Each dealer shall
be allowed as a credit against the taxes Im-
posed by paragraph (1) an amount equal
to-

(A $300 to the extent such taxes are at-
tributable to distilled spirits,

(B) $330 to the extent such taxes are at-
tributable to wine, and

(C) $87 to the extent such taxes are at-
tributable to beer.
Such credit shall not exceed the amount of
taxes Imposed by paragraph (1) wIth respect
to dIstilled spirits, wine, or beer, as the case
may be, for which the dealer Is liable.

(5) LIABiLITY FOR TAX AWD kantco 0? PAY-
WrIT.-

IA) LIApIIITT FOR TAX—A person holding
any tax-Increased article on January 1, 1991,
to which the tax Imposed by paragraph (1)
applies shall be liable for such tax.

(B) METHOD OP pAYMZIrr.—The tax im-
posed by paragraph (1) shall be paid In such
manner as the. Secretary shall prescribe by
regulations.

(C) Tnts FOR PAYMENT—The tax Imposed
by paragraph (1) shall be paid on or before
June 30, 1991.

(6) Co.irrRou,Er) GROUPS.— -

IA) CospoiuTiowS.—Ifl the case of a con-
trolled group—

(I) the 500 wine gallon amount specified In
paragraph (3), and

(ii) the $360, $330, and $8'? amounts sped-
fled In paragraph (4),
shall be apportioned among the dealers who
are component members of such group In
such manner as the Secretary shall by regu-
latlons prescribe. For purposes of the pre-
ceding sentence, the term "controlled
group" has the meaning given to such term
by subsection (a) of section 1563 of such
Code; except that for such purposes the
ptu-ase "more than 50 percent" shall be sub-



-1110236 CONGRESSIONAL RECORD — HOUSE
sUtuted forthe phrase "at least 80percent" and thsertthg "1;5 cents (1.25 cents on ciga-
each place it appean In such subsection. rette tubes removed during 1991 or 1992)".

(B) NoNINcoiu'oTED bEALS WIDt (e) SMoII.g3s T0BAc00:—Subsection (e) of
coino CONTROL—Under regulations pre- section 5701 Is amended—
scrthed by the Secretary, prlno4ples similar (1) by strIking "24 cents" tn paragraph (1)
to the principles of subparagraph (A) shall ftnd InsertIng "36 cents (30 cents on snuff
apply to group of dealers under common removed durIng 1991 or 1992)". and
control where 1 or more of such dealers Is (2) by strIking "8 cents" In paragraph (2)
not a oorporatton. and inserting "12 cents (10 cents on chewing

(7) OTHZR LAWS APPlICABLE.— tobacco removed during 1991 or 1992)".
(A) IN QNRAL.—All provisions of law, in- (f) pjp T0BA0c0.—8ubsectlon (f) of sec-

eluding penalties, applicable to the compa- tion 5701 Is amended by striking '45 cents"
rable excise tax with respect to any tax.In- and Inserting "6'l,S cents (56.25 cents on
creased article ghall, insofar as spplicable pipe tobacco removed durIng 1991 or 1992)",
irid not inconsistent with the provisions of (g) EFFEcrIvE DA.—The amendments
this subsection, apply to the floor stocks made by this section shall apply with re-
taxes Imposed by paragraph (1) to the same spect to articles removed after December 31,
extent ft8 If such taxes were Imposed by the 1990.
oomparable excise tax. (h) Fi,00R STOCKS TAXES ON CIGABE'rrEs.—

(B) C0ICPAAABLI zxcis TAX.—FOr purposes (1) IMPOSITION Or TAX.—On cigarettes
of subparagraph (A), the term "comparable mantifactured in or imported into the
excise tax" means— United States which are removed before any

(i) the Lax imposed by section 5001 of such tax-increase date and held on such date for
Code in the case of distilled spirits, sale by any person, there shall be Imposed

(Ii) the tax Imposed by section 5041 of the following taxes:
such Code in the cue of wine, and (A) 5ii CIGARETTEs.—On cigarettes,

(Ill) the tax imposed by section 5051 of weighing not more than 3 pounds per thou-
such Code in the case of beer, sand, $2 per thousand.

(8) Dr!NtTIONs.—For purposes of this (B) LARGE cIGARrrrEs.—On cigarettes
subsection— weighing more than 3 pounds per thousand,

(A) IN cE1iI..—Ter!ns used in this sub- $4.20 per thousand; except that, if more
section which are also used in subchapter A than 64 inches in length, they shall be tax-
of Chapter 51 of such Code shall have the able at the rate prescribed for cigarettes
respective meanings such terms have in weighing not more than 3 pounds per thou-
such part, sand, counting each 2% inches, or fraction

(B) PERS0N.—The term °person" includes thereof, of the length of each as one ciga-
any State or political 8ubdivlsion thereof, or rette.
any agency or Instrumentality of a State or (2) ExcEprioN FOR CERTAIN AMOUNTs OF
political subdivision thereof. cG*arrrs.—

(C) SEczrARY.—The term 'Secretary" (A) IN GEN1RAL.—No tax shall be imposed
means the Secretary of the Treasury or his by paragraph (1) on cigarettes held on any
delegate. tax-increase date by any person if—

(9) TRZATMEN'r 0? IMPORTED P.7UMES con- (i) the aggregate number of cigarettes
TAmING DIsTILLED spIRrrs.—For purposes of held by such person on such date does not
this subsection, any article described in sec- exceed 30,000, and
tion 5001(aX3 of such Code shall be treated (ii) such person submits to the Seeretary
as distilled spirits; except that the tax im. (at the time and in the manner required by
pceed by paragraph (1) shall be imposed on the Secretary such information as the Sec-
a wine gallon basis in lieu of a proof gallon retary shall require for purposes of this sub-
basis. To the extent provided by regulations paragraph.
prescribed by the Secretary, the preceding For purposes of this subparagraph, in the
sentence shall not apply to any article held case of cigarettes measuring more than 6½
on January 1. 1991, on the premises of a inches in length, each 2% inches (Or frac-
retail establishment.. tion thereof) of the length of each shall be
SEC. 33202. INCREASE IN xcis TAXES ON TOBAC- counted as one cigarette.

CO PRODUCTS. (B) AUTHORITY ro ZXEMPT cIGARL-rrEs HELD
(a) CIGARs.—Subsection (a) of section 5701 1$ VENDING ciuis.—To the extent provld-

Is amended— ed in regulations prescribed by the Secre-
(1) by strikIng "75 cents per thousand" in tary, no t.ax shall be imposed by paragraph

paragraph (1) and Inserting $1.125 cents (1) on cigarettes held for retail sale On any
per thousand (93.75 cents per thousand on tax-increase date by any person in any vend-
Cigars removed during 1991 or 1992)", and Ing machine. If the Secretary so provides

(2) by striking "equal to" and all that fol• with regpect to any person, the Secretary
lows In paragraph (2) and Inserting "equal may reduce the 30,000 amount in subpara-
to— graph (A) and the $60 amount in paragraph

(A) 10.625 percent of the wholesale price (3) wIth respect to such person.
but not more than $25 per thousand on (3) CREDIT AGAINST TAX.—Each person
cigars removed during 1991 or 1992, and shall be allowed as a credit against the taxes

"(B) 12.75 percent of Lhe wholesale price fmposed by paragraph (1) an amount equal
but not more than $30 per thousand on to $60. Such credit shall not exceed the
clgar8 removed after 1992." amount of taxes Imposed by paragraph (1)

(b) CIGi's.—8ubsecton (b) of section for which such person Is liable.
5701 Is amended— - ( L1ABIL!TY POR T.X AND METHOD OF PAY-

(1) by striking "$8 per thousand" in para- izwr—
graph (1) and Inserting "$12 per thousand (A) LIABILITY FOR r*x.—A person hod1ng
($10 per thousand on cigarettes removed cigarettes on any tax-increase date to which
durIng 1991 or 1992)", and any tax impo8ed by paragraph (1) applIes

(2) by striking "$18.80 per thousand" in shall be liable for such tax.
paragraph (2) and Inserting "$25.20 per (B) METHOD OF pAYMWT.—The tax im-
thousand ($21 per thousand on cigarettes posed by paragraph (1) shall be paid in such
removed durIng 1991 or 1992)". manner as the Secretary shall prescribe by

(c) CIGARrITE PAPERS.—8ubsection (c) of regulations.
section 5701 Is amended by striking "1/2 (C) TIME FOR pAYM!ltT.—The tax imposed
cent" and InsertIng "0.75 cent (0625 cent on by paragraph (1) shall be paid on or before
cigarette papers removed during 1991 or the 1st June 30 followIng the tax-increase
1992)", date.

(d) CIGAnrrrz Tus.—8ubsection (d) of (5) D!yINITION5.—For purposes of this
section 5701 Is amended by strIking "1 cent" subsection—
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(A) TAX-INCREASE DAm.—The term 'tax-in-

Crease date" means January 1. 1991, and
January 1, 1993.

(B) OThER DEFINITI0N5.—Terms used in
this subsection which are also used in sec-
tion 5702 of the Internal Revenue Code of
1986 shall have the respecUve meanings
such terms have in such section.

(C) SECRFrARY.—The term "Secretary"
means the Secretary of the Treasury or his
delegate.

(6) Coiouzz cRoups.—Rules similar to
the rules of section 13201(e)(8) shall apply
for purposes of this subsection.

(7) OTHER LAW5 APPLICABLE.—All provisions
of law, including penalties, applicable with
respect to the taxes imposed by section 5701
of such Code shall, Insofar as applicable and
not inconsistent with the provisions of this
subsection, apply to the floor stocks taxes
imposed by paragraph (1), to the same
extent as if such taxes were imposed by
such section 5701.
SEC. 3320$. ADDmONAL CHEMICALS SUBJECT TO

TAX ON OZONE.DEPLITING CIIEMI-
CALS.

(a) GEri. Rm.E.—
(1) The table set forth in section

4682(a)(2) (defining ozone-depleting chemi-
cal) is amended by adding at the end there-
of the following new items:

'Carbon tetrachloridtrachloromethane
Methyl chloroform 1.11-trtchoroethane

- CPC-13 ........ CF,Cl
cpc-111 ..-.... c,FcI.
CFC-112 .. C,F,C1
CPC—211 _........ C,FCI,
CPC-212 ._.... C,F,CL
CPC-213 ..... C,F,Ch
CFC-214..... ......... C,F,C1

•CFC-215_ ._... C,FCI
CFC-218 ... C,FCl
CFC-217 C,F,Cl."

(2) The table set forth in section 4682(b) is
amended by adding at the end thereof the
following new items:

"Carbon tetrachloride 1.1
Methyl chloroform 0.1
CFC—13 1.0

CFC—111 1.0
CFC-112 1.0
CFC-211 1.0
CFC-212 1.0
CFC-213 1.0
CFC-214 1.0
CFC-215 .. 1.0
CFC-216 1.0
CFC-217 1.0."

(b) SEPARATE APPLICATION OF EXPORT
CREDIT LXMIT FOR NEWLY LIsiti) CHMI.
cAL8.—Paragraph (3) of sectIon 4682(d) is
amended by &tding at the end thereof the
following new subparagraph:

"(C) SipAjt*1t APPLIcATION 0? LIMIT FOR
NEWLY LIsTED cIcALs.—

"(i) IN GENKRAL,—8ubparagraph (B) sha]
be applied separately with respect to newly
listed chemicals and other chemicals.

"(ii) APPLICATION TO NZWLY LISTED cHEMI-
ci.s.—1n applying subparagraph (B) to
newly listed chemicals—

"(I) subparagraph (B) shall be applied by
substitutIng '1989' for '1986' each place it
appears, end

"(H) clause (iXil) thereof shall be applied
by substituting for the regulations referred
to therein any regulations (whether or not
prescribed by the Secretary) which the Sec-
retary determines are comparable to the
regulations referred to in such clause with
respect to newly listed chemicals.

"(iii) NEWLY LI5TED CH)2(IcM.—For pur-
poses of this subparagraph, the term 'newly
listed chemical' means any substance which
appears in the table contained in subsection
(a)(2) below Halon-2402."



October 16, 1990
(C) SEPARATE BASE Tax Aouwr pog

NEWLY Lrsitn CxEYiriCALs.—Subparagraphs
(B) and (C) of section 4681(bXl) are amend-
ed to read as follows:

"(B) Base TAX AUDtINT.—
"(1) INITIALLY LISTtD CHEMICALS—The base

tax amount for purposes of subparagraph
(A) with respect to any sale or use during a
calendar year before 1995 wIth respect to
any Oaone.depletlng chemical other than a
newly listed chemical (as defined In section
4682(d)(3XC)) Is the amount determined
under the following table for such calendar

"Calendar Year Base Tax Amount
1100 or 199l....,.........,... *1.37
1992 __.._._ 167
3993 or 1G94..,...............,.. 2.66.

'(iD NEwLY LLST CIC&L5.—Tbe base
tax amount for purposes of Subparagraph
(A) with respect to any sale or use during a
calendar year before 1996 with respect to
any ozone-depleting chemical which Is a
newly listed chemical (as so defned is the
amount determined under the following
table for such calendar year:
Calendar Year Base Tax Amount

1091 or i992................. $1.37
1993..._.....__._,,. 3.67
1994._..._....,.._.,__,,_ 3.001996_._...__,,,,,__ 3J0. -

"(C) BASE TAX AMOUNT FOR LATER TEARS.—
The base tax amount for purposes of sub-
paragraph (A) with respect to any sale or
use of an ozone-depleting chemical during a
calendar year after the last year specified in
the table under subparagraph (B) applicable
to such chemical shall be the base tax
amount for such last year Increased by 45
cents for each year after such last year."

(d) O'rxza Aisnssgsrs.—
(1) The last sentence of section 46c)(2)

is amended by Inserting "(other than
methyl chloroform)" after "ozone'depletlng
chemical".

(2) Paragraph (3) of section 4682(h) Is
amended by striking "AprIl 1" and inserting
"June 30".

(e) &'P'ECTIvE Da'rx.—The amendments
made by this section shall apply to sales and
uses after December 31, 1990.

(f) DEPOSrrs FOR 18? QuARTER OP 1991.—No
deposit of any tax imposed by subchapter D
of chapter 38 of the Internal Revenue Code
of 1988 on any substance treated as an
ozone-depleting chemical by reason of the
amendment made by subsection (aX 1) shall
be required to be made before Api-H 1, 1991.

PART il—USER-RELATEI) TAXES
SEC L1211. INCREASE AND EXTgaS1ON 0? RICH.

WAY-RELATED TAXES AND 1'RVST
PUND.

(a) INcREAsE zi Tax on GMoI.Isx.—
(1) Is GENER.a1..—.Subpara.graph (A) of sec-

tion 408lCa)(2) (relating to rate of tax) Is
amended—

(A) by striking 'and" at the end of clause
(I).

(B) by striking the period at the end of
clause (II) and Inserting ", and", and

(C) by adding at the end thereof the fol-
lowing new clause:

"(Ill) the deficit reduction rate."
(2) RATES 0? TAX.—.Subparagraph (B) of

section 4081(aX2) Is amended—
(A) by strlking"9 cents a gallon, and" and

inserting "14.5 cents a gallon,",
(B) by striking the period at the end of

clause (Ii) and Inserting", and", and
(C) by adding at the end thereof the fol-

lowing new clause:
"(lii) the deficit reduction rate Is 5.5 cents

a gallon."
(3) TERMINATIONS.—.
(A) Paragraph (1) of section 4081td) is

amended by striking "shall not apply" and
Inserting 'shall be I cent per gallon".
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(B) Subsection (d) of section 4081 is

amended by adding at the end thereof the
following new paragraph:

"(3) Dsncrr nsuucrzon RATE—On and
after October 1, 1095, the deficit reduction
Tate under subsection (aX2) shall be 1 cent
per gallon.'

(4) 17-CENT LIMIT 01! TAX 01! CAROLINE UsED
ZN NONCOMMERCIAL AVIATION.—

(A) RATES OF TAX AFTER WOVEMSER 30, 1990,
AND BEFORE JULY 1, 1991.—

(1) Paragraph (3) of section 4041(c) is
amended by strIking "12 cents" and Insert.-
lng"17cents(j5centintheeas of sales
and uses during December 1990)".

(ID The amendment made by clause (D
shall take effect on December 1, 1990.

(B) REPEAL 0? TAX A1'TER JUNE 30, 1991.—
(ll Subsection (c) of sectIon 4041 is amend-

ed by striking paragraphs (2) and (3) and by
redesignating paragraphs (U and (5) as
paragraphs (2) and (3), respectively.

(ii) Paragraph (3) of section 4041(c), as re-
designated by clause (1) Is amended by strik-
ing "paragraphs (1) and (2)" and Inserting
"paragraph (1)".

(lii) Section 6421 is amended by striking
subsections (m and (o and by redesignat-
tnt subsections (n), (p), (q), and (r) as sub-
sections (m), (n), (0), and (p), respectIvely.

(iv) SubsectIon (o of sectIon 6427 (as re-
deSignated by clause (Ill)) Is amended to
read as follows:

"(0) GAsouprz UsED IN NoNcoMIasstcIAI.
Avnt'rIoN.—Except as provided In subsection
(k), If gasoline Is used as a fuel In any air-
craft in noncommercial aviatIon (as defined
In section 4041(cX2)), the Secretary shall
pay (without interest) to the ultimate pur-
chaser of such gasoline an amount equal to
The excese of the aggregate amount of tax
paid under section 4081 on the gasoline so
used over an amount equal to 17.1 cents
multiplied by the number of gallons of gaso-
line so used."

(v) Paragraph (1) of sectIon 6421(1) Is
amended by striking "or (q)" and inserting
"or (0)".

(vi) Clause (D of section 6427(i)(2)(A) Is
amended by striking "and (q)" and inserting
"and (o)".

(vii) Paragraph (2) of section 6421(f) Is
amended by striking "section 4041(cX4)"
and Inserting "section 4041(cXI)".

(viii) The amendments made by this sub-
paragraph shall take effect on July 1, 1991.

(5) CONFORMING AMENDMENTS.—
(A) Paragraph U) of sectIon 4081(c) Is

amended—
(i) by striking "applied by" and all that

follows through "in the case" and Inserting
"applied by substituting rates which are 10/
9th of the otherwise applicable rates in the
case", and

(II) by adding at the end thereof the fol-
lowing: "For purposes of this subsection, in
the case of the Highway Trust Fund financ-
Ingrate, the otherwise applicable rate Is 8.5
cents a gallon,"

(B) Paragraph (2) of section 4081(c) is
amended by striking "at a rate equivalent to
3 cents" and Inserting "at a Highway 'I'rust
Ptthd financing rate equivalent to 8.5 cents".

(C) Subparagraph (B) of section
9503(bX4) Is amended by striking "4081"
and inserting '4041, 4081,".

(D) Subparagraph (A) of section
9503(cX2) Is amended by adding at the end
thereof the following new sentence:
'The amounts payable from the Highway
Trust Fund under this subparagraph shall
be determined by taking into account only
the Highway Trust Fund financing rate ap-
plicable to any fuel,"

(8) RATES OF TAX FOR GASOLINE AFI'ER NO-
VER 30, 1990, AND BEFORE JULY 1, 1991.—
SectIon 4081 Is amended by adding at the
end thereof the following new subsection:
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"(e) RArzs OP TAX FOR GASOLINE Arrzs

NovEMBER 30, 1990, *nn B!roP.E JULY 1,
1991.—

"<1) HIGXWAY TRUST FUND FINANCING
RATES,-

'(A) In the case of gasoline on which tax
Is Imposed during December 1990—

"(I) subsection (aX2XBXI) shall be applied
by substituting '11.5 cents' for '14.5 cents',
and

"(II) subsection (c) shall be applied by sub-
stItuting '5.5 cejits' for '8.5 cents' each place
It appears.

&(B) In the case of gasoline on which tax
Is imposed after December 31, 1990, and
before July 1, 1991—

'(i) subsection (aX2)(BXI) shall be applied
by substituting '12.5 cents' for '14.5 cents',
and

"(Ii) subsection (c) shall be applied by sub-
stituting '6.5 cents' for '8,5 cents' each place
It appears,

"(2) DEFIcIT REDUCTION RATE.—
"(A) In the case of gasoline on which tax

Is imposed during December 1990, subsec-
tion (a)(2)(B)(iii) shall be applied by substi-
tuting '2.5 cents' for '5.5 cents'.

"(B) In the case of gasoline on which tax
Is Imposed after December 31, 1990, and
before July 1, 1991, subsection (aX2XBXIIi)
shall be applied by substituting '3.5 cents'
for '5.5 cents'."

(7) EFFECTIVE DATE.—Except as otherwise
provided in this subsection, the amend-
ments made by this subsection shall apply
to gasoline removed (as defined in section
4082 of the Internal Revenue Code of 1986)
after November 30, 1990.

(b) INCREASE IN OvIsts TAXES.—
(I) DEFICIT REDtJCTION RATE,—
(A) Clause (I) of section 4091(bXl)(A) is

amended by inserting "and the diesel fuel
deficit reduction rate" after "financing
rate".

(B) Subsection (b) of sectIon 4091 is
amended by redesig'natlng paragraphs (4)

and (5) as paragraphs (5) and (6), respective-
ly, and by inserting after paragraphi3) the
following new paragraph:

"(4) DIESEL FUEL DEFICIT REDUCTION RATE,—
For purposes of paragraph (1), the diesel
fuel deficit reduction rate Is 5.5 cents per
gallon."

(C) Paragraph (6) of section 4091(b), as re-
designated by subparagraph (A), is amend-
ed-.

(I) by striking 'shall not apply" in kub-
paragraph (A) and inserting "shall be 1 cent
per gallon", and

(ii) by adding at the end thereof the fol-
lowing new subparagraph:

"(D) The diesel fuel deficit reduction rate
shall be 1 cent per gallon on and after Octo-
ber 1, 1995."

(2) INCREAsE IN HIGEWAY TRUST FUND Fl-
NANCnfG RATE—Paragraph (2) of section
409 1(b) is amended by strIking "15 cents"
and Inserting "20.5 cents",

(3) INCREASE IN TAX ON sPECIAL MOTOR
Fums.—Paragraph (2) of section 4041(a) is
amended by striking "of 9 cents a gallon"
and by Inserting at the end thereof the fol-
lowing new sentence:
"The rate of the tax imposed by this para-
graph shall be the sum of the Highway
Trust Fund financing rate and the deficit
reduction rate In effect under section 4081
at the time of such sale or use."

(4) 11-CENT TAX TO APPLY TO FUEL USED IN
TXATN5.—

(A) Paragraph (2) of section 4093(c) is
amended by redesignating subparagraph (B)
as subparagraph (C) and by inserting after
subparagraph (A) the following new sub-
paragraph:

"(B) 11-CENT TAX ON FIlEt U5ED 11! TRAINs.—
In the case of fuel sold for use in a diesel-
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pOwered train. paragraph (1) shall apply (6) RATES or TAX IOR DIESEL rui. *rrER j. (7) Paragraph (5) of section 6427(g) (relat-
only to the excess of the tax Imposed by sec- VER 30, 1990, A1D BEFoRE JULY 1, 1991.— Ing to advance repayment of increased

tion 4091 over 11 cents per gallon." Section 4091 Is amended by adding at the diesel fuel tax) Is amended by striking
(B) 8ubsectlon (1) of section 6427 Is end thereof the following new subsection: 1993" and InsertIng "1995".

amended by adding at the end thereof the "(e) RATES 0? TAx FOR DIPZEL FUZL AFTER (e) EXTENSION 07 RuczD RAiLs or TAx
following new paragraph: N0VENBER 30. 1990, A1D BEPORg JULY 1, ow FUELS CoWTAINING ALCoHoL—The follow-

'(4) il-CENT TAX ON YVII USED U TRAINS.— 1991.— fng.provlsions are each amended by striking
In the case of fuel used in a diesel-powered "(1) HIGHWAY TRUST FUND FUA]CINO "1993" each place it appears and Inserting
train, paragraph (1) sha]I apply only to the RA18.— '1995':
excess of the tax Impoaed by section 4091 "(A) In the case of diesel fuel on whIch (1) Section 4041(bX2)(C) (relating to

over 11 cents per gaflon." tax Is imposed durIng December 1990— quaIl! ied methanol and ethanol fuel).
(C) Paragraph 4 of section 9503(b) Is "U) subsection (b)(2) shall be applied by (2) Section 4041(kX3) (relating to fuels

amended by striking "and" at the end of 8ubstitutlng '17.5 cents' for 20.5 cents', containing alcohol).
subparagraph (A), by striking the period at "(II) 8ubsectlon (c) ahall be applied by sub• (3) Section 4081(cX4) (relating to gasoline
the end of aubparagraph (B) and j'.g stituting— mixed with alcohol).

and", nd by adding at the end thereof "(I) '11.5 cents' for '14.5 cents' each place Subsections (c) and (d) of section 4091
the following new subparagraph: it aiwears and (relating to diesel fuel and aviation fuel

"(C) there shall not be ta1en t "(II) '12.78 cents' for '16.11 cents', and

the taxes Imposed by section 4091 on any
sections 4093(c)(2)(B) and 6427(l)(4)

mixed with alcohol and aviation fuel used to

diesel fuel used in a diesel-powered
shall be applied by 8ubstituting '5 cents' for produce certain alcohol fuels).

i1 cents'. (f) OtHZk PROVI5IONS.

'(B) In the case of diesel fuel on whIch (1) Fu)oa STOCK5 Rgrj!qDS.—Section(5) COsIORMING ADT8.—
(A) Paragraph (1) of section 4091(c) Is tax is Imposed after December 31, 1990, and 6412(a)(1) (relating to floor stocks refunds)

amended— before Jy 1, 1991 Is amended—
(i) by strikIng "9 cents" 8nd inserting '(i) 8ubaeCtion (bX2) Bhall be applied by (A) by striking "1993" each place it ap-

?14.5 cents" and by striking "10 cents" and eubstituting '18.5 cents' for '20.5 cents', pears and InsertIng "1995", and
Inserting '16.11 cents", and '(ll) subsection (c) shall be applied by sub- (B) by strikIng "1994" each place it ap-

(ii) by striking "1/9 cent per gallon" and stituttng— pears and Inserting "1996'.
Inserting "and the diesel fuel deficit reduc- "(I) '12.5 cents' for 14.5 cents' eeh place (2) INSTALlMENT PAYMEiTS OF HIGHWAY
tion rate shall be 10/9th of the otherwise it appears, and US! TAX—Section 6156(e)(2) (relating to in-
applicable such rites". "(II) '13.89 cents' for '16.11 cents', and staliment payments of tax on use of high-

(B) Paragraph (2) of section 4091(c) Is "(ill) sections 4093(c)(2)(B) and 6427(1X4) way motorvehicles) Is amended by striking
amended by striking "9 cents" and Inserting shall be applied by substituting I cents', for "1993" and InsertIng "1995".
014.5 cents". (g) EXTENsION 0? DEPoSITS INTO TRUST

(Cxi) Paragraph (1) of section 4041(a) Is "(2) DIESEL FUEL DCIT RZDUCTION 1—
amended by striking "of 15 cents a gallon" •'(A) In the case of diesel fuel on which (1) Iz GENIIRAL.—SubSection (b), and para-
and by Inserting before the last sentence tax Is Imposed during December 1990, sub- graphs (2), (3), and (4) of subsection (c), of
the following new sentence: section (bX4) sha]l be applied by substitut- section9503 (relating to the Highway Trust
"The rate of the tax Imposed by this para- Ing '2.5 cents' for '5.5 cents'. Fund) are each amended—
graph shall be the sum of .the Highway "( the case of diesel fuel on which (A) by strlklig " 1993' each place it ap-
Trust Fund financing rate and the diesel tax is Imposed after December 31, 1990, and pears and Inserting "1995", and
fuel deficit reduction rate In effect under before July 1, 1991, subsection (bX4) shall (B) by striking "1994" each place it ap-
section 4091 at the time of 8uch sale or Use." be applied by substitutIng '3.5 cents' for '5.5 pears and Inserting "1998".

(ii) Subsection (a) of section 4041 Is cents'." (2) CONFORMING AMENDMENTS TO L.
amended by striking paragraph (3). (8) EFFEcTIVE DATL—The amendments WATER CONSgRVATION pUND.—Section 201(b)

(D) Clause (i) of section 4041(bX2XA) Is mAde by this subsection shall take effect on of the Land and Water Conservation Fund
amended by to read as follows: December 1, 1990. Act of 1965 (16 U.S.C. 4601-11) Is amended—

"(i) the Highway Trust Fund financing (c) EXTENSION OF TAXES—The followtng (A) by strikIng "1993" and Inserting
rate applicable under subsection (aX2) shall provisions are each amended by t11kiflg '1995" and
be 6 cents per gallon less than the otherwise "1993" each place it appears and "- () strIking "1994" each place it ap-
applicable rste, and". "1995": - pears and insertIng "1996".

(E) Pamgraph (1) of section 4041(k) Is (1) Section 4051(c) (relatIng to tax on (h) INCEZASE fl •TRA1SFERS iss TRAN
amended— heavy trucks and trailers sold at retail). ACCOUNT.—

(i) by striking 8ubparagraphs (A) and (B) (2) Section 4071(d) (relatIng to tax on (1) oNzaAL.—Paragraph (2) of section
and inserting the following new subpara- tires and tread rubber). 9503(e) Is amended by strikIng "1 cent" and
graph: (3) Section 4081(d)(1) (relating to gasoline

'(A) the Highway Trust Fund financing tax).
Inserting "2.1 cents".

rstes under paragraphs (1) and (2) of sub- (4) 8ection 4091(bX6XA) (relating (2) EmcTIvE Dit.—The amendment

section (a) shall be 6 cents per gallon less diesel fuel tax), Ba redesignated by section made by paragraph (1) shall apply to

than the otherwise applicable rates, and", 13211(b).
smounts attributable to taxes imposed on or

and (5) Sections 4481(e), 4482(c)(4), nd after December 1, 1990.

(II) by redesignating subparagraph (C) as 4482(d) (relating to highway ise tax.
(3) TAUS IMPOSE) BEFORE LY i iøøi.—

subparagraph (B). (d) ExTENSION or EXnLPTIONS.—
(A) In the case of taxes Imposed during

(F) Subparagraph (A) of aection (1) Paragraph (3) of section 4041(f) (relat-
December 1990, paragraph (2) of section

4041(rn)(1) Is amended to read as follows: ing to exemptions for farm use) Is hereby 9503(e) of the Internal Revenue Code of

"(A) the Highway TruBt Fund financing repealed.
1988 sha]l be applied by substituting "1.5

rate applicable under subsection (aX2) shall (2) The last sentence of section 4041(g) cents" for "2.1 cents".

be 4.5 cents per gallon less than the other- (relaung to other exemptions) Is hereby re- (B) In the case of taxes Imposed after De

wise applicable rate, and".
cember 31, 1990, and before July 1, 1991,

(0) Subsection (d) of section 9502 is (3) Subsection (a) of section 4221 (relatIng piragraph (2) of aection 9503(e) of 8uch

amended by adding st the end thereof the to certain tax-free s8ies) Is amended by Code shall be applied by substituting "1.55

following new paragraph: stiklng "1993" and Inserting "1995". cents" for "2.1 cents".

"(4) TRANsFERS FOR RnmqDB D CRZDrrS (4) Subsection (g) of section 4483 (rejaUng (1) F.OOR STOCKS TAXES.—

NOT TO xc TRUST FUND RZvKNVE8 ArraIB. to termination of exemptions for hIghway (1) lalposITloN or TAx.—lfl the case of gas-

UTABLE TO PU Us).—The amounts payable u8e tax) Is amended by striking "1993" and oline and diesel fuel on which tax was Im-

from the Airport and Airway Trust Fund Inserting '1995". posed under Bection 4081 or 4091 of such

under paragraph (2) or (3) shall not exceed (5) Section 6420 (relating to gasoline used Code before any tax-increase date and
the amount8 required to be appropriated to on farms) Is anended by striking subsection which Is held on 8uch date by any person,
such Trust Fund with respect to fuel so (h) and by redesignating subsection (i) there Is hereby Imposed a floor stocks tax

gubsection (h). on 8uch gasoline and diesel fuel.

(H) Subparagraph (I)) of section (6XA) Section 6421 (relating togasollne (2) RATE or TAX.—The rate of the tax mi-

9503(cX4) s amended by striking to the used for 'certain nonhlghway purposes, etc.) posed by paragraph (1) shall be—

extent attributable to the Highway Trust Is amended by striking subsection (i) and by (A) S cents per gallon in the cse of the
Fund fliiancing rate)" and by Inserting redesignating subsections (j) and (k) as sub. tax Imposed on December 1, 1990,

before the period", but only to the extent ectLons (i) and (j), respectively. (B) 2 oents per gallon in the case of the
such taxes are attributable to the Hlhway (B) Subsections (a) 8nd (b) of section 6421 tax Imposed on JanuarY 1, 1991. and
Trust Fund flnancing raXes under such see- are each amended by striking "subsection (C) 4 cents per gallon in the case of the
tions". (J)" and by Inserting "subaection (i)". tax Imposed on July 1,' 1991.
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(3) LIABILITY FOR TAX AND METHOD OF PAY.

M!NT.—
(A) LIABILITY FOR TAX.—A person holding

gasoline or diesel fuel on any tax-increase
date to which the tax imposed by paragraph
(1) applies shall be liable for such tax.

(B) METHOD OF PAYMNT.—The tax tin-
posed by paragraph (1) shall be paid in such
manner as the Secretary shall prescribe.

(C) TIME FOR PAYMETFr.—The tax Imposed
by paragraph (1) shall be paid on or
before— -.

(i) May 31, 1991, In the case of the tax tin.
posed on December 1,1990,

(ii) June 30, 1991, In the case of the tax
Imposed on January 1, 1991, and

(iii) September 15, 1991, In the case of the
tax Imposed on July 1, 1991.

(4) DEnNrrIoNs—For purposes of this
subsection—

(A) TAX-INCREAsE DATE.—The term "tax-In.
crease date" means December 1, 1990, Janu-
ary 1, 1991, and July 1,1991.

(B). HEU BY A PER50N.—Gasoline and
diesel fuel shall be considered as 'held by a
person" if title thereto has passed to such
person (whether or not delivery to the
person has been made).

(C) GAsour.—The term 'gasoline" has
the meaning given such terrn by section
4082 of 8uch Code.

(D) DIESEL ru.—The term "diesel fuel"
has the meaning given such term by section
4092 of such Code.

(E) SEcm*JY.—The term "Secretary"
means the Secretary of the Treasury or his
delegate.

(5) EXCEPTION FOR EXEMPT vsEs.—The tax
Imposed by paragraph (1) shall not apply to
gasoline or diesel fuel held by any person
exclusively for any use to the extent a
credit or refund of the tax Imposed by sec.
tion 4081 or 4091 of such Code, as the case
may be, is allowable for such use.

(6) EXCEPTION FOR FUEL KELD IN VEHICLE
TANK—NO tax 8hall be imposed by para-
graph (1) on gasolIne or diesel fuel held In
the tank of a motor vehicle or motorboat.

(7) EXcn'rxON FR CERTAIN AMOWT5 OF
FUEL.-

(A) IN cvaii.—No tax shall be Imposed
by paragraph (1)—

(i) On gasolIne held on any tax-Increase
date by any person if the aggregate amount
of gasolIne held by such person on such
date does not exceed 4OOO gallons, and

(II) On diesel fuel held on any taxIncrease
date by any person if the aggregate aniount
of diesel fuel held by such person on such
date does not exceed 2.000 gallons.
The preceding sentence shall apply only if
such person 8ubmits to the Secretary (at
the time and In the manner required by the
Secretary) 8uch information a the Secre.
tary shall require for purposes of this
graph.

(B) Exnir rtr.—For purposes of 8ub-
paragraph (A), there shall not be taken Into
account fuel held by any person which Is
exempt from the tax Imposed by paragraph
(1) by reaaon of paragraph (5) or (6).

(C) COrrROu GROUPs—For purposes of
this paragraph, rules similar to the rules of
ptragraph (6) of section 13201(e) of this Act
shall apply.

(7) OTHER LAws APPLICABIZ.—All provisions
of law, IncludIng penalties, applicable with
respect to the taxes Imposed by section 4081
of such Code In the case of gasoline and sec-
tiOn 4091 In the case of diesel fuel 8hafl, In-
sofar as applicable and not Inconsistent with
the provisions of this subsection, apply with
respect to the floor stock taxes Imposed by
paragraph (1) to the same extent as if such
taxes were Imposed by 8uch section 4081 or
4091.

(8) Tw4sr OF PORnON OF 11.0GB STOCKS
REVNUZ TO HIGHWAY TRUsT FUND.—FOr pur-
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poses of determIning the amount trans-
ferred to the Highway Trust Fund, the tax
imposed by paragraph (1) shall be treated as
Iniposed at a Highway Trust Fund financIng
rate to the extent of—

(A) 2.5 cents per gallon Inthe case of the
tax imposed On December 1, 1990, and

(B) 2 cents per gallon In the case of the
tax Imposed On July 1, 1991.
SEC. 18212. INCREASE AND EXTENSION OF AVIA-

TION-RELATED TAXES AND TRL'S1'
FUND; REPEAL OF. REDUCTION IN
RATES.

(a) INcRzsz IN RAm ON TRANsPORTA-
TION.—

(1) TRANSPORTATION 0, PERSON5.—Subsec-
tions (a) and (b) of section 4261 are each
amended by 8trlklng "8 percent" and Insert.
Ing "10 percent".

(2) TRAII5PORTATION OF pROPERTY.—Subsec.
tion (a)of section 4271 is amended by 8tr1k
Ing "5 percent" and Inserting '6.25 percent'.

(3) Emcriv DATE.—The amendments
made by this subsection 8hall apply to
transportation beginning after November
30 1990, but shall not apply to amounts
paid on or before 8uch date.

(b) IIICREASK IN RATES ON FUEL—
(1) IN GENERAL—Paragraph (3) of section

4091(b) is amended by 8triklng '14 cents"
and InsertIng "17.5 cents".

(2) CONFORMING AMNDMrs.—
(A) Paragraph (1) of section 4041(c) is

amended by striking "14 cents" and insert-
Ing '17.5 cents".

(B)(i) Subparagraph (B) of section
4041(k)(1), as redesignated by section 13211
of this Act, is amended to read as follows:

"(B) 8ubsectiOn (c) shall be applied by sub-
stitutIng '3.5 cents' for '17.5 cents'."

(U) Subparagraph (B) of section
4041(m)(1) is amended to read as follows:

"(B) 8ubsectiOn (c) shall be applied by sub-
8titutlng '3.5 cents' for '17.5 cents'."

(C)(i) Paragraphs (1) and (2) of 8ectiOn
4091(d) are amended to read as follows:

"(1) IN G uL.—The Airport and Airway
Trust Fund financing rate 8hafl be—

'(A) 3.5 cents per gallon In the case of the
sale of any mixture of aviation fuel if—

"(i) at least 10 percent of such mixture
consists of alcohol (as defIned In section
4081(c)(3)), and

"(Ii) the aviation fuel In 8uch mixture was
not taxed under subparagraph (B), and

"(B) 3.89 cents per gallon In the case of
the sale of aviation fuel for use (at the time
of 8uch sale) In producIng a mixture de-
scribed In 8ubparagraph (A).
In the case of a sale described In subpara.
graph (B), the Leaking Underground Stor-
age Tank Trust Fund financing rate shall be
1/9 cent per gallon.

"(2) LATER SEPARATION.—If any person sep-
arates the aviation fuel from a mixture Of
the aviation fuel and alcohol On which tax
was Imposed under 8ubsectiOn (a) at the Air-
port and Airway Trust Fund financIng rate
equivalent to 3.5 cents per gallon by reaaon
of this subsection (or with respect to which
a credit or payment was allowed or made by
reason of section 6427(fxl)), 8uch person
8hall be treated a the producer of 8uch
aviation fuel. The amount of tax Imposed
on any sale of 8uch aviation fuel by such
person shall be reduced by the amount of
tax Imposed (and not credited or refunded)
on any prior sale of such fuel."

(II) The heading for subsection (d) of sec-
tion 4091 is amended by striking "Extp-
TION FROM" and inserting °REDUc RA
OF".

(3) Subsection (f) of section 6427 13

srnended to read as follows:
'(f) Oasouic, DIIsI. FUEL, AND AVIATION

FUrL Us TO PRODVCZ CERTAIN ALCOHOL
FUELS-
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'(1) IN GENERAL.—Except as provided in

subsection (k), if any gasoline, diesel fuel, Or
aviation fuel on which tax was Imposed by
section 4081 Or 4091 at the regular tax rate
is used by any person In producing a mix-
ture described In section 4081(c),
4091(c)(1XA), Or 4091(d)(1)(A) (as the case
may be) which is 8old Or u8ed in such per.
son's trade or busIness the Secretary shall
pay (without Interest) to 8uch person an
amount equal to the excess of the regular
tax rate over the Incentive tax rate with re-
spect to such fuel.

"(2) DEnNITION5.—FOr purposes of para
graph (1)—

"(A) REGUI.sui TAX i&it.—The term regu-
lar tax rate' means—

"(i) In the case of gasoline, the aggregate
rate of tax Imposed by section 4081 deter-
mined without regard to 8ubsectiOn (c)
thereof,

"(ii) In the case of diesel fuel, the aggre-
gate rate of tax Imposed by section 4091 On
8uch fuel determined without regard to subS
section (c) thereof, and

"(iii) In the case of aviation fuel, the ag-
gregate rate of tax Imposed by 8ection 4091
On such fuel determined without regard to
8ubsectiOn (d) thereof.

"(B) INCCNTIVE TAX i&n.—The term 'In.
centive tax rate' means—

"(i) In the case of gasolIne, the aggregate
rate of tax Imposed by section 4081 with re
spect to fuel described In 8ubsectiOn (c)(1)
thereof;

'(ii) In the case of d1esel fuel, the aggre-
gate rate of tax Imposed by section 4091
with respect to fuel described In subsection
(c)(1)(B) thereof, and

"(iii) In the case of aviation fuel, the ag-
gregate rate of tax Imposed by section 4091
with respect to fuel described In subsection
(dX1XB) thereof.

(3) COORDINATION WITH OTHER RPAYMEWT
PROVI5ION5.—NO amount 8hall be payable
under paragraph (1) with respect to any gas.
olIne, diesel fuel, or aviation fuel with re-
8pect to which an amount is payable under
subsection (d), (e), or (I) of this section Or
under section 6420 Or 6421.

'(4) TERMINATION—This subsection shall
not apply with respect to any mixture sold
or used after September 30, 1995."

(4) Emcnvz DArzs.—The axnendxnents
made by this subsection shall take effect on
December 1, 1990.

(5) FLOOR STOCKS TAXES.—
(A) IMPOSITION OF TAX.—In the case Of

aviation fuel on which tax was Imposed
under section 4091 Of the Internal Revenue
Code Of 1986 before December 1, 1990 and
which is held on such date by any person,
there is hereby Imposed a floor stocks tax
on such fuel.

(B) RATE 0, TAx.—The rate of the tax tin.
posed by 8ubparagraph (A) shall be 3.5 cents
per gallon.

(C) LIABILITY FOR TAX AND METHOD oY PAY-
kENT-

(i) LIABILITY FOR TAX.—A person holdIng
fuel on December 1, 1990, to which the tax
Imposed by this paragraph applies shall be
liable for 8uch tax.

(H) METHOD OF PAYMEWr.The tax tin.
posed by this paragraph 8hall be paid In
such manner as the Secretary shall pre-
scribe.

(iii) TIME FOR PAYMENT—The tax Imposed
by this paragraph shall be paid On or before
May 31, 1991.

(D) DEFINITIONS.—FOr purposes of this
paragraph—

(i) HELD BY A PKRSON.—Fuel shall be con-
sidered as "held by & person" if title thereto
has passed to such person (whether or not
delivery to the person has been made).
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(ii) AVIATION FUEL—The term 'aviation

fuel" has the meaning given such term by
section 4092(a) of such Code.

(Iii) SECRETARY.—The term 'Secretary"
means the Secretary of the Treasury or his
delegate.

(E) ExcEmos 'oa ExErp'r vsEs.—The tax
imposed by this paragraph shall not apply
to fuel held by any person exciusrvely for
any use which is a nontaxable use (as de-
fined in section 6421(1) of such Code),

(F) Omsa LAWS AFPLICABLE.—All provi-
sions of law, including penalties, applicable
with respect to the taxes imposed by section
4091 of such Code shall, insofar as applica-
ble and not Inconsistent with the provisions
of this paragraph, apply with respect to the
floor stock taxes Imposed by this paragraph
to the same extent as if such taxes were Im-
posed by such section 4091.

(c) INcREAsEs IN T*x REVENUES Bxroax
1993 To Rs,ars s GENERAL Ftnio,—Subsec-
tion (b) of section 9502 is amended by
adding at the end thereof the following new
sentence:
'In the case of taxes imposed before Janu-
ary 1, 1993. paragraphs (1), (2), and (3) shall
be applied without regard to any increase in
tax enacted by Revenue Reconciliation Act
of 1990."

(d) ExTENsIoN OF TaxEs AND TRUST

(1) TRANSPORTATION TAXE5.—Sections
4261(g) and 4211(d) are each amended by
striking "January 1. 1991" and inserting
"January 1. 1996".

(2) FUEL TAXES.—
(A) Subparagraph (B) of section

4091(b)(6) (as redesignated by section
13211(b)) is amended by striking "January
1. 1991" and inserting "January 1. 1996".

(B) Paragraph (5) of section 4041(c) is
amended by striking "December 31, 1990"
and inserting "December 31. 1995".

(3) Dii'osTs INTO TRUST PUND.—Subsection
(b) of 'section 9502 (relating to transfer to
Airport and Airway Trust Fund of amounts
equivalent to certain taxes) is amended by
striking "January 1. 1991" each place it ap-
pears and Inserting "January 1. 1996".

(e) REPRAI, OF REDUCTION IN RATES.—
(1) Section 4283 (relatIng to reduction in

a'iation related taxes in certain cases) is
hereby repealed.

(2) The table of sections for part UI of
subchapter C of chapter 33 is amended by
striking the item relating to section 4283.

(3) Subsection (c) of section 4041 is
anended by striking paragraph (6).
SEC. 3213. INCREASE IN HARBOR MAINTENANCE

TAX.

(a) IN Gi'i1t4L.—Subsection (b) of section
4461 is amended by striking "0.04 percent"
and inserting "0.125 percent".

(b) EFFECTIVE DATa,—The amendment
made by subsection (a) shall take effect on
January 1, 1991.
SEC.4321& EXTENSION OF LEAkING UNDER-

GROUND STORAGE TANK TRUST FUND
TAXES.

(a) Ia GsRAL.—Paragraph (2) of section
4081(d) Is amended to read as follow&

"(2) LEAXTNG UNDERGROUND STORAGE TANK
TRUsT FUND FINANCING RATE.—The Leaking
Underground Storage Tank Trust Fund fi-
nancing rate under subsection (a)(2) shall
not apply after December 31, 1995."

(b) EFFEcTIVE DATE—The amendment
made by subsection (a) shall take effect on
the 30th day after the date of the enact-
ment of this ActS
SEC. 13215. INCREASE IN INLAND WATERWAY FUEL

USE TAX.
(a) Ia GiassL—Paragraph (1) of section

4042(b) Is amended by striking "and" at the
end of subparagraph (A), by striking the
oeriod at the end of subparagraph (B) and
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inserting ", and", and by adding at the end
thereof the following new subparagraph:

'(C) the deficit reduction rate."
(b) DEFICIT REDUCTION RATE—Paragraph

(2) of section 4042(b) is amended by adding
at the end thereof the following new sub-
paragrah

"tC) Dsrci REDUCTION RATE—The deficit
reduction rate is 2 cents per gallon."

(C) EmE'rrvz DATL —The amendments
made by this section shall take effect on
January 1, 1991.
SEC. 13216. FIA)OR STOCKS TAX TREATMENT OF AR-

TICLES IN FOREIGN TRADE ZO&ES.
Notwithstanding the Act of June 18, 1934

(48 Stat. p98. 19 U.S.C. Sla) or any other
provision of law, any article which Is located
in a foreign trade zone on the effective date
of any increase in tax under the amend-
ments made by this part, part I, or part IV
shall be subject to floor stocks taxes mi-
posed by Such parts If—

(1) internal revenue taxes have been de-
termined, or customs duties liquidated, with
respect to such article before such date pur-
suant to a request made under the 1st provI-
so of section 3(a) of such Act, or

(2) such article is held on such date under
the supervision of a customs officer pursu'
ant to the 2d proviso of such section 3(a).

PART 111—TAXES ON LUXURY ITEMS
SEC. 13221. TAXES ON LUXURY ITEMS.

(a) IN GENERAI,.—Chapter 31 (relating to
retail excise taxes) is ameflded by redesig-
nating subchapters A and B as subchapters
B and C. respectively, and by inserting
before subchapter B (as so redesignated)
the following new subchapter:

"SUscHAI'm A—CERTAIN LUXURY ITEMS
"Part 1. Impo6ition of taxes.
"Part U Rules of general applicability.

'FA1T L IMPOSITION OF TAXES
"Subpart A, Passenger vehicles, boats, and

aircrafL
"Subpart B. Jewelry arid furs.

"Subpart A—Passenger Veh'icles. Boats, and
AireTaft

"Sec. 4001. Passenger vehicles.
"Sec. 4002. Boats.
"Sec. 4003. Aircraft.
"Sec. 4004. Rules applicable to subpart A.
"SEC. 4001. PASSENGER VEhICLES.

"(a) IMPOSITION OF TAx'—There is hereby
Imposed on the 1st retail sale of any passen-
ger vehicle a tax equal to 10 percent of the
price for which so sold to the extent such
price exceeds $30,000.

'(b) PASSENGER VEHICLE,—
'(1) I!c GENERAL.—For purposes of subsec-

tion (a). the term 'passenger vehicle' means
any 4-wheeled vehicle—

"(A) which is manufactured primarily for
use on public streets, roads, and highways,
and

"(B) which is rated at 6,000 pounds un-
loaded gross vehicle weight or less.

"(2) SPECIAL RULES.—
"(A) TRUCKS AND vANS.—In the case of a

truck or van, paragraph (1)(B) shall be ap-
plied by substituting 'gross vehicle weight'
for 'unloaded gross vehicle weight'.

"(B) LiM0USINE5.—In the case of a limou-
sine, paragraph (1) shall be applied without
regard to subparagraph (B) thereof.

'(c) ExcEPTIONs FOR TAXICABS, ETc.—The
tax Imposed by this section shall not apply
to the sale of any passenger vehicle for use
by the purchaser exclusively in the active
conduct of a trade or business of transport'
ing persons or property for compensation or
hire.
'SEC. 4552. BOATS.

"(a) IMP0STI'Tow op TAX—There is hereby
imposed on the 1st retail sale of any boat a
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tax equal to 10 percent of the price for
which so sold to the extent such price ex-
ceeds $100,000.

"(b) ExcErrroas.—The tax imposed by
this section shall not apply to the sale of
any boat for use by the purchaser exclusive-
ly in the active conduct of—

"(1) a trade or business of commercial
fishing or transporting persons or property
for compensation or hire, or

"(2) any other trade or business unless the
boat is to be used predominantly in any ac-
tivity which is of a type generally consid-
ered to constitute ent,ertainmenL amuse-
ment, or recreation.
"SEC. 4003. AIRCRAFT.

"(a) IMPOSITION or T.x.—There is hereby
imposed on the 1st retail sale of any aircraft
a tax equal to 10 percent of the price for
which so sold to the extent such price ex-
ceeds $100,000.

'(b) AJ.RcRArr.—For purposes of this sec-
tion. the term 'aircraft' means any air'
craft—

"(1) which is propelled by a motor, and
"(2) which is capable of carrying 1 or more

indlvIduals
'(c) EXcEPTI0NS.—The tax imposed by this

Section shall not apply to the sale of any
aircraft for use by the purchaser exclusive-
ly—

"(1) in the aerial application of fertilizers
or other substances,

"(2) in the case of a helicopter, In a use de-
scribed in paragraph (1) or (2) of section
4261(e),

'(3) in a trade or business of providing
flight training, or

'(4) in a trade or business of transporting
persons or property for compensation or
hire.
"SEC. 4004. RULES APPLICABLE TO SUBPART A.

"(a) EXEMPTION FOR LAW ENFORCEMENT
USES. Em—No tax shall be Imposed under
this subpart on the sale of any article—

"(1) to the Federal GovernmenL or a
State or local government, for use exclusive-
ly in police, flrefightir.g. search and rescue.
or other law enforcement or public safety
activities, or

"(2) to any person for use exclusively in
providing emergency medical services.

"(b SEPARATE PURCHA5R OF ARTIcLE AND
PARTS AND AccEssoRIEs Tisrwoa.—Under
regulations prescribed by the Secretary—

"(1) Ia GENERAL—Except as provided in
paragraph (2). If—

"(A) the owner. lessee. or operator of any
article taxable under this subpart (deter
mined without regard to price) installs (or
causes to be installed) any part or accessory
on such article, and

"(B) such installation is not later than the
date 6 months after the date the article was
1st placed in service.
then there is hereby imposed on such instal-
lation a tax equal t.o 10 percent of the price
of such part or accessory and its installa-
tion.

'(2) LIMrrATI0N.—The tax imposed by
paragraph (1) on the installation of any
part or accessory shall not exceed 10 per-
cent of the excess (if any) of—

'(A) the sum of—
'(i) the price of such part or accessory and

Its instaflatlon,
"(ii) the aggregate price of the parts and

accessories (and their Installation) installed
before such part or accessory, plus

"(iii) the price for which the passenger ve-
hicle. boat, or aircraft was sold, over

"(B) $100,000 ($30,000 in the case of a pas-
senger vehicle).

"(3) ExcEPTIONS—Paragraph (1) shall not
apply if—
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(A) the part or accessory Installed Is a re-

placement part or accessory, or
"(B) the aggregate price of the parts and

accessories (and their installation) described
In paragraph (1) with respect to the taxable
article does not exceed $200 (or such other
amount or amounts as the Secretary may by
regulation prescribe).

"(4) INSTALLERS SECONDARILY UABL FOR
TAX.—The owners of the trade or business
Installing the parts or accessories shall be
secondarily liable for the tax Imposed by
this subsection.

'(c) In'osITIoN or TAX ON SALES, ETc.,
WITHIN 2 Yws op ARTWLES PURCHASED
T4IX-F—

"(1) IN GENRAL.—If—
"(A) no tax was Imposed under this sub-

chapter on the 1st retail sale of any article
by reason of its exempt use, and

"(B) within 2 years after the date of such
1st retail sale, such article is resold by the
purchaser or such purchaser makes a sub-
stantial non-exempt use of such article,
then such sale or use of 8uch article by such
purchaser shall be treated as the 1st retail
sale of such article for a price equal to its
fair market value at the time of such sale or
use.

"(2) Exr U5E.—For purposes of this
subsection, the term 'exempt use' means
Any use of an article if the 1st retail sale of
such article is not taxable under this sub-
chapter by reason of such use.

"Subpart B—Jewelry and Furs
'Sec. 4006. Jewelry.
°Sec. 4007. Furs.
'SEC. 400€. JEWELRY.

"(a) IILPO5ITION op TAX.—There is hereby
imposed on the 1st retail sale of any jewelry
a tax equal to 10 percent of the price for
which so sold to the extent such price ex-
ceeds $5,000.

"(b) JEwEL.Ry—For purposes of subsection
(a), the term jewelry' means all articles
commonly or commercially known as jewel-
ry, whether real or imitation, Including
watches.

'(c) MANUFACrURZ FROM CusToii's MA-rL.-If-
"(1) a person who in the course of a trade

or business produces jewelry from material
furnished directly or indirectly by a custom-
er, and

"(2) the Jewelry so manufactured is for
the use of, and not for resale by, such cus-
tomer,
the delivery of such jewelry to such custom-
er shall be treated as the 1st retail sale of
such jewelry for a price equal to its fair
market value at the time of 8uch delivery.
SEC. 4C07. FURS

°(a) IMPOSITION op TAX.—There is hereby
Imposed on the 1st retail sale of the follow-
ing articles a tax equal to 10 percent of the
price for which so Bold to the extent such
price exceeds $5,000:

"(1) Articles made of fur on the hide or
pelt.

"(2) Articles of which such fur is a major
component.

°(b) MAIWFACTURZ FRoM CUSTOMER's MA-
TIAL.—If---

0(1) a person who in the course of a trade
or business produces an article of the kind
described in subsection (a) from fur on the
hide or pelt furnished, directly or indirectly,
by a customer, and

0(2) the article is for the use of, and not
for resale by, such customer.
the delivery of such article to such customer
shall be treated as the 1st retail sale of such
article for a price equal to its fair market
value at the time of such delivery.
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'PART Il—RULES OF GENERAL

APPLICABILITY
'Sec; 4011. Definitions and special rules.
SEC. 4011. DEFINITIONS AND SPECIAL RULES.
"(a) 1ST RmIL SALE.—For purposes of

this subchapter, the term '1st retail sale'
means the 1st sale, for a purpose other than
resale, after manufacture, production, or
Importation.

'(b) USE ThEATED As 54111.—
"(1) IN GENERAL.—If any person uses an ar-

tide taxable under this subchapter (includ-
ing any use after Importation) before the
1st retail sale of such article, then such
person shall be liable for tax under this sub-
chapter in the same manner as if such arti-
cle were sold at retail by him.

"(2) EXEMPTION FOR FURTHER MANUFAc-
iviz.—Paragraph (1) shall not apply to use
of an article as material in the manufacture
or production of, or as a component part of,
another article taxable under this subchap-
ter to be manufactured or produced by him.

"(3) Co,pumrjo. or TAx.—In the case of
any person made liable for tax by para.
graph (1), the tax shall be computed on the
price at which similar articles are sold at
retail in the ordinary course of trade, as de-
termined by the Secretary.

"(C) LEASES CoNsDEIti As Ss.—For
purposes of this subchapter—

'(1) IN GENRAL.—Except as otherwise pro-
vided in this subsection, the lease of an arti-
cle (including any renewal or any extension
of a lease or any subsequent lease of such
article) by any person shall be considered a
sale of such article at retail.

"(2) SPECIAL RULES FOR CERTAIN IZA5ES OP
pAssENGji VEHICLES, BOATS, AND AIRCRAFT.—

"(A) TAX NOT IMPO5LD ON SAL! FOR I.EASING
IN A QUALIFIED LEA5E.—The sale of a passen-
ger vehicle, boat, or aircraft to a person en-
gaged in a leasing or rental trade or business
of the article involved for leasing by such
person in a qualified lease shall not be treat-
ed as the 1st retail sale of such article.

"(B) QUAI.IFm) LI.sE.—For purposes of
subparagraph (A), the term 'qualified lease'
means—

"(i) any lease in the case of a boat or an
aircraft, and

"(ii) any long-term lease (as defined in sec-
tion 4052) in the case of any passenger vehi-
cle.

"(C) SP!CIAL RVLES.—In the case of a
qualified lease of an article which is treated
as the 1st retail sale of such article—

'(i) DETERMINATION Op PEICE.—The tax
under this chapter shall be computed on the
lowest price for which the article is sold by
retailers in the ordinary course of trade.

'(ii) PAYMKNT or TAX.—RUJe8 similar to
the rules of section 4217(e)(2) shall apply.

"(iii) No mx waR EXEMPT U5Z BY
I.zsszz.—No tax shall be Imposed on any
lease payment under a qualified lease if the
lessee's use of the article under such lease is
an exempt use (as defined in section
4004(c)) of such article,

"(d) DETERMINATION OP PRICE.—
"(1) IN GENERAL—In determining price for

purposes of this subchapter—
'(A) there shall be included any charge in-

cident to placing the article in condition
ready for use,

"(B) there shall be excluded—
"(i) the amount of the tax imposed by this

subchapter,
'(ii) if 8tated as a separate charge, the

amount of any retail sales tax imposed by
any State or political subdivision thereof or
the District of Columbia, whether the liabil.
Ity for such tax is impo6ed on the vendor or
vendee.

"(iii) the value of any component of 8uch
erticle if—
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'(I) such component is furnished by the

1st user of such article, and
"(II) such component has been used

before such furnishing, and
"(C) the price shall be determined without

regard to any trade-in.
Subparagraph (B)(iii) shall not apply for
purposes of the taxes Imposed by sections
4006 and 4007.

"(2) OTHZR RuLE5.—Rules similar to the
rules of paragraphs (2) and (4) of section
4052(b) shall apply for purposes of this sub-
chapter.

"(e) PARTS AND AcCESSORIES SOLD WITH
TAXABLE ARTIcLE.—Parts and accessories
sold on, in connection with, or with the sale
of any article taxable under this subchapter
shall be treated as part of the article.

"(f) PARTIAL PAYMENTS, Erc.—In the case
of a contract, sale, or arrangement described
in paragraph (2), (3), or (4) of section
4216(c), rules similar to the rules of section
4217(e)(2), and of section 4216(d). shall
apply for purposes of this subchapter.'

(b) EXEMPTION FOR EXPORTS.—
(1) The material preceding paragraph (1)

of section 4221(a) is amended by striking
"section 4051". and Inserting 'subchapter A
or C of chapter 31".

(2) Subsection (a) of section 4221 is
amended by adding at the end thereof the
following new sentence; 'In the case of
taxes imposed by subchapter A of chapter
31, paragraphs (1), (3), (4), and (5) shall not
apply."

(C) EXEMPTION FOR SM.ES TO THE UNITED
STAlts.—Section 4293 is amended by insert-
ing "subchapter A of chapter 31, before
'section 4041".

(d) TECHWICAI. AMKNDMEWrS.—
(1) Subsection (C) of section 4221 is

amended by striking "section 4053(a)(6)"
and Inserting "section 4001(c), 4002(b),
4003(c), 4004(a), or 4053(a)(6)".

(2) Paragraph (1) of section 4221(d) is
amended by striking 'the tax imposed by
section 4051" and inserting "taxes imposed
by subchapter A or C of chapter 31".

(3) Subsection (d) of section 4222 is
amended by striking "sections 4053(a)(6)'
and Inserting "sections 4001(c), 4002(b),
4003(c), 4004(a), 4053(a)(6)".

(e) CLERICAl. AMENDM!Nr.—The table of
subchapters for chapter 31 is amended to
read as follows:

'Subchapter A. Certain luxury items.
"Subchapter B. Special fuels.
"Subchapter C. Heavy trucks and trailers."

(f) Emcnv DAit.—The amendments
made by this section shall take effect on
January 1, 1991.

PART IV—TAX ON REFINED PETROLEUM
PRODUCTS

SEC. 13231. TAX ON REFINED PETROLEUM PROD-Uc
(a) IN GENzaL.—Chapter 36 (relating to

other excise taxes) is amended by redesig-
natlng subchapters A and B as subchapters
B and C, respectively, and by Inserting
before subchapter B (as so redesignated)
the following new subchapter

'Subchapter A—Refined Petroleum
Products

"Sec. 4441. Imposition of tax.
"Sec. 4442. Exceptions.
Sec. 4443. Definitions and special rules.
SEC. 4441. IMPOSIIION OF TAX.
"(a) GENERAL RULE.—There is hereby im-

posed a tax of 84 cents per barrel on any
taxable refined petroleum product removed
(or, if earlier, sold) by the refiner or Import-
er thereof or the terminal operator.

'(b) UsE TAX,—
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"(1) GENIiAL RULE.—If—-
"(A) any taxable refined petroleum prod-

uct is used ss a fuel other than in ft quail-
fled use (as defined In section 4442(b)), and

'(B) before 8uth use, no tax was hnposed
by subsection (a) on such petroleum prod-
uct.
then there s hereby linpöed a tax of 84
cents per barre' on the use of such petrole-
urn product.

"(2) OTHERWISE TAXASIZ !VENT OCCURRING
BEFoRE EPTEcTIv DArE.—The tax Imposed by
this subsection shall not app'y to any use If
no tax woWd be imposed by this subsection
on such use were this subchapter Ln effect
for all per}ods before January 1, 1991.

'(c) Btrr.x TRASFER TO TERMINAL OPERA-
T0R.—For purposes of subsection (a), the
bulk transfer of any taxab'e refined petroe-
um product by a ref [ner or Importer shall
not be considered a removal or sale of such
product by such refiner or Importer.
SEC. 4442. EXCEPTIONS.

"(a) Expoin's.—
"(1) TAX-FREE ss.—No tax shall be tin-

posed by secUon 4441 on any taxab'e refined
petro'eum product—

"(A) which is exported from the United
States by the person otherwise liable for
such tax, or

"(B) which is to be sold for export from
the United States by the purchaser or by
any subsequent purthser.

"(2) CREDIT OR R'UND WHERi PRIOR V.X
IMPOSED.—

(A) IN GENKRAL.—Except as provided in
subparagraph (B), if any tax was imposed
by section 4441 with respect to any taxab'e
refined petroeurn product and such product
is exported by any person, credit or refund
(without interest) of such tax sha be a!-
lowed or made to the person who paid such
tax.

"(B) CONDFII0N OP ALL0WANCE.—No credit
or refund Shall be allowed or made under
subparagraph (A) unless the person who
paid the tax establishes that—

"(i) he has repaid or agreed to repay the
amount of the tax to the person who ex-
ported the taxable refined petro'eum prod-
uct, or

"(ii) he has obtained the written consent
of such exporter to the allowance of the
credit or the making of the refund.

"(C) REVVIqD5 DIRECTLY To EXPORTER.—
Rules similar to the rules of section
4662(e)(3) shall apply to the tax imposed by
section 4441.

"(b) FsTocK AND MANUPAC'rURING
USES.—

"(1) TAx-ra SALZS.—No tax shall be Im-
posed by section 4441 with respect to any
taxab'e refined petro'eum product—

"(A) which is to be used by the person
otherwise liable for iuch tax In a qualified
use, or

"(B) which is to be 8old for a qunlified use
by the purchaser or by any subsequent pur.
thaser.

(2) Czinr OR RND WUERZ PRIOR TAX
IMPOSED.—

"(A> IN GENERAL —xcept as provided in
;ubparagraph (B), If any tax was ImpoGed
y section 4441 with respect to any taxabe

ef1ned petroleum product which 18 used by
ny person in a qualified use, credit or
efund (without tnterest> of such tax shall
)e allowed or made to the person who paid
uch tax.
"(B) CoTmmoN op ALLowANcE—Rues

;imllar to the ru'es of subparagraphs (B>
nd (C) of subsection (aXI) shall apply for
urposes of subparagraph (A).
"3) Qv*unw tisE.—For purposes of thlz

ubsection—
"(A) IN 1rELu..—The term 'qualified use'

neans—
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"(i) any use a a feedstock In the manufac-

ture or producto of any item other than a
fueL or

"(ii> any use as a fue' direcUy to operate
any equipment (other than a motor vehicle
or motorboat) used ftS n integra' part of
the manufacture or production of any tangi-
ble personal property.

"(B) TREAnlv OP ?ARM SL—SUC1 term
indudes fue' used on a farm for farming
purposes (within the meaning of section
6420(c)) other than fuel used in a highway
vehicle on the highways.
(C) Fui. us ni cost7cno EX-

cLUDED.—Such term shall not Indude any
fuel used in construction.

"(C> RIxxSrnArIoN AND OThER REQt7IE
MENTS.-

"(1) IN GENXRAL.—To the extent provided
by the Secretary, subsections (a) and (b)
shall not app'y to any sate unlesa—

'(A) both the seller and the purchaser are
registered with the Secretary under such
terms as the Secretary may prescribe, and

"(B) the purchaser's name and address.
and the purchaser's registration number for
purposes of this subchapter, are provided to
the seller.

"(2) INPORMATION R'oRTING.—The Secre-
tary may require—

"(A) information reporting by each remit-
ter of tax imposed by this subchapter, and

'(B) information reporting by. and regis.
tratlon of, such other persons as the Secre-
tary deems necessary to carry out this sub-
chapter.

(3) Cmn OTRER RULES TO APPLY.—
Rules similar to the rules of subsections (b)
and (c) of section 4221 and section 4223(a)
shall apply for purposes of this subchapter.
SEC. 4443. DEFIMTIONS ANT) SPECIAL RULE&

'(a) TAXABLE REFINED PEmoiim PROD-
tlcL—For purposes of this subchapter—

(1) IN Nmw..—The term taxable re-
fined petroleum product' means any petro.
eum product other than—

"(A) crude ofl,
"(B) waxes,
"(C) ubr1catIng oils, and
"CD) asphalt.
"(2) EXCEPTION ?OH HOME HEATING OIL.—

The term taxab'e refined petro'eum prod.
uct' does not indude any fuel which the
Secretary determines t. destined for use as
home heating oil.

"(3) Excwroi FOR CERTAIN YEED5T0CKS.—
The term 'taxab'e refined petroeurn prod.
uct' shaJ not indude any product If there t.
in effect a determination by the Secretary
that—

"(A) 90 pereent of the use of the product
in the United States Is expected to be a use
described in section 4442(bX3>(AXi), and

"(B) taking into account the protection of
revenues to the United States from this sub.
chapter and the ease of administration for
both taxpayers and the Secretary, the tax
bnposed by this section should not app'y.
Any such determination or revocation
thereof shall be pubflshed in the Federal
Register.

'(b) COORDINATION WXT}I OTH1R FUELS
TAxES.—For purposes of this subchapter—

"(1) EXCEPTION POR LIQtIIDS oTHWISE
TAXED.—The term 'taxab'e refined petrole-
um product' does not include any liquid on
which tax is imposed under section 4041,
4042, 4081, or 4091 (or wouW be so Imposed
but for its use in a qualified use).

"(2) LIMITATION ON EXZMPTI0NS.—NOtWith-
standing any other provisloi of thlz tftle, no
exemption or credit shall be allowed (or
refund made) by reason of any use of any
Uquid subject to tax under section 4041,
4042, 4081, o 4092 to the extent of 2 cents
per gallon unless such use is a qualified use.

'(c> B*Juzi..—For purposes of thts sub-
chapter—
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"(1> DEFINrTI0N.—The term barreV means

42 UnIted States gallons measured at 60 de-
grees Fahrenheit.

"(2) FRACTIoNAL PART OP BAXRIL.—In the
case of a fraction of a barrel, the tax im-
posed by section 4441 shall be the same
fraction of the amount of such tax Imposed
on a who'e barreL

"(d) DI5P0SITIOII OF REVENUES TO PUERTO
RICO AND THE VIRGIN IsLANDs.—The provi-.
sions of subsections (aX3) and (bX3) of sec-
tion 7652 shall not app'y to any tax imposed
by this subchapter.

"(e) TAX IMPosED Om' ONCE.—NO tax
sha be Imposed by section 4441 with re-
spect to any taxab'e refined petro'eum
product If the person who wou'd (but for
tht subsection) be liab'e for such tax estab-
lishes that & prior tax has been imposed by
such section (and not credited or refunded)
with respect to such product."

(b) DEposITs FOR 1ST QUARTER 0? 1991.—
No deposit of any tax impoGed by subchap-
ter A of chapter 36 of the Internal Revenue
Code of 1986, as added by this section, sha1
be required to be made before Apr11 1, 1991.

(C) TEcmncAL AMENDMZNTS.—
(1) Subparagraph (A) of section 9505(c)(3>

is amended by striking "subchapter A" and
inserting "subchapter B".

(2) The tbe of subthapters for chapter
36 is.axnended by striking the items re'ating
to subchapters A and B and inserting the
followlnr
"Subchapter A. Refined petroleum prodS

ucts.
"Subchapter B. Harbor maintenance tax.
"Subchapter C. Transportation by water."

(d) EFrEcrzvr DA—The amendments
made by this section shall take effect on
January 1. 1991.

(e) FI.ooB STocKs TAX.—
(1) IMPOSITION OP TAX.—There is hereby

imposed a tax on any taxab'e refined petro-
eum product which on January 1, 1991. Is
he'd by any person.

(2) Ai1ouir 07 TAL—The amount of the
tax Imposed by paragraph (1) on each barre'
of a taxab'e refined petroleum product shall
be the amount which wou'd be Imposed
under section 4441 of the Internal Revenue
Code of 1986 (83 added by this section) on
such product If such product were removed
and so'd by the refiner or importer on Janu-
ary 1, 1991.

(3) LIABILITY 1PO TAX AND METBOD Of PAY-

(A) LIABILITY FOR TAX—A person ho'ding
any xbe refined petroleum product on
January 1. 1991, to which the tax lmpo8ed
by paragraph (1) applles shall be liab'e for
such tax.

(B) METHOD OF pAYME1qT.—The tax tin.
posed by paragraph (1) shall be paid in such
maimer as the Secretary shall prescribe.

(C) Tn.it FOR PAYMEN'T.—The tax Imposed
by paragraph (1> shall be paid on or before
June 30, 1991.

(4) DE!nqrriows.—Por purposes of this
subsection—

(A) IN C N!1AL.—Terms used In this sub.
Section whIch are also used in subchapter A
of chapter 36 of such Code shalt have the
same meanings as when used in such 5ub-
chapter.

(B) SECRrrARY.—The term "Secretary"
means the Secretary of the Treasury or his
de'egate.

(5) EXCEPTION POR FUELS HELD FOR sAil PO
EXPORT OR QtIALtFTKD tsz.—The tax imposed
by paragraph (1) shall not app'y to aiy re-
fined petro'eum product he'd for s&e for
export or for any qualified use.

(6) EXCEPTIOn PO cERTAIN ANOVIqm op
PRODtICT.—
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€A) Li. xes*L.—4lo tax 8heli he heposed

by p agraph (b — any taxable refined pe-
troleum product held on January 1,. L91, by
any person if—

W the aggregate amount of such product
held by such person on such dale does not
exceed 24)00 gallons, and

CU) such person submits to the Secretary
(at the time and In the manner required by
the Secretary) such hiforrnatlon as the Sec-
retry shall require for purposes of this
paragraph.

(B) ExsPr PE0DVCTS—Fbr purposes of
subparagraph A, there stixli not be taken
into amunt fuel held by any person which
h exempt from the tax imposed by para-
graph U) by reason of paragraph (5).

(C) CoNmoLizn onoups —For purposes of
this paragraph, rules similar to the rules of
paragraph €8> .f section 2O01le> of this t
shall apply.

(7) Gram LAWS rsse*atz.—Al1 provisions
of Law, including penalties, applicable with
respect to the taxea Imposed by section 4441
of such Code (as added by this section)
shall, far as applicable and not on-
sistent with the provisions of this section,
appiy In respect of the tax imposed by para-
graph (1) to the sume extent as If such tax
were imposed by such section 444L

Subtitle C—Other Reregsu, liwvsesea
PART 1—INSURANCE PR(WISIONS

Subpart A—Provisions Related to Policy
Acquisition Costs

SEC. 13301. CAPITALIZATION OF POLICY ACQJJI61.
lION EXPENSE&

(a) Gw. RVL&—Part III of subchapter
L of chapter 1 (relatIng to provisions of gen-
eral applicatIon) Is amended by adding at
the end thereof the following new sectAon
SEC. Sin CAPITALIZATION OF CERTAIN POLICY

ACQUISITION EXPENSES.
"(a) Gaxs:au. Ruii.—In the case of an In-

surance company—
"CI) specified policy acquisition expenses

for any taxable year shall be capitalized,
rid

(2) such ewpesees shall be allowed as a
deduction ratably over the 120-month
period beginning with the first month In
the second haM of such taxable y.

"(b) SpxcIrIxD Poucr £cvrsmoi.- Ex-ran.-For purposes of this section-
"(1) IN GENERAL.—The torin 'specified

pclley acquisition expenses' means, with re-
apect to any taxable year, so much of the
general deductions for such taxable year as
does not exceed the atm of—

"(A) 14 percent of the net prenIsmis for
such taxable year on specified thatwance
contracts which ase annuity contracts.

"(2.) 1.66 percent of the net p em4nns for
such taxable year on specified haurance
contracts which ate group life insurance
eooZracts cod

"(C)- 6.25 percent of the set premiums for
such taxable year en specified Insurance
contracts not described in subparagraph 1*)
or (B).

"(2) GxaERAL aexucricsss.—The term 'rml-
cml deducilona' means the cioduetiona pro-
vided in part VI of subchapter B (see. tel
and following, relating to itemised dedue-
tens) sad to part I of subchapter D (sec.
401 and foth)weng, relating to pension. profitz1ng, stock bonus plans, etcJ

"(C)- Mar Paxumuan.—For plrposes of this
section—

"(I) Ii.. GauexAa,—fl, lena 'net prmniums'
means, with respect to any category of spec-
Vied Insurance contracts set forth in sec-
tion (bRl), the excess (if any) of—

"IA) the arose amount of preashuns and
other consisleratlon on such contracts, over

'CE) return premiums on such contracta
and premiume mid other ecuisiderotlon in-
cursed for relaaure of such contracts.
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The ruins of section 83Lb) shall apply for
Pw!posea Of the preceding sentence." AauRmm uiiman on LCcaTJAL

the ene of an Inaurcoce mipaiy
neet to tax under part B of this subchap-, all conmutations entering heo detes-mi-
natiora of set premiwse for any taxable
year shall be made In the ier required
er sectIon P11(a) for bile Insurance corn-

"(a) Taazy 'ow xsn. Pcawarm.p.m
LISP A1 LMOUNTS—Net premi-

nas shall be detennined without regard to
section 808(e) and without regard to other
flar amounts treated as paid to, and re-
trued b&, the policyholder.

"(4) SPLCL4J. aui.a ron crazaix assusux-
anca.—Pyenijijing and other consideration
Incurred for reinsurance shall be taken Into
account under paragraph (1XB) only to the
extent such premiums amid other consider-
aLlan are includible 1mm the gro Income of
an Insurance company taxable under this
subchapter or are subject to tax under this
chapter by reason of subpart F of part LU of
subchapter N.

"(d) Qassiricariou or Coi.ra&crs—For
purposes of this section—

"l)SPgcwIED iiisunai.cs CON-TRACY—
"(A) Lu GENZRAL.—Except as otherwise pro-

vided in this paragraph, the term 'specified
Insurance contract' means any life insur-
ance. annuity, or onmianceliable accident
and health. insurance contract (Including
any life Insurance or annuity 'contract com-
bined with noncancellable accident and
health Insurance).

"(B-) Excm'Tious.—Tbe term 'specified In-
sronce. contract' shall not Include—

"(I) any pension plan contract (as defined
In section 818(all, and

"UI) any flight Insurance or similar con-
tract.

"W Gaou LIFE INsURANCE comrraacr.—
The term 'group life insurance contract'
means any life insurance contract—

"(A) which covers a group of individuals
defined by reference to employment rela-
tionship. membership In an organization, or
similar factor, -,

"(B) the premiums for which are deter-
mined on a group basis, and

(C) the proceeds of which are payable to
(or for the benefit of) persons other than
the employer of the Insured, an organiza-
tion to Which the Insured belongs; or other
similar person.

"€3) Taa* INERT or ANIWITY CONTRACTs
COoniNen WITH NOIJCANC.LA2LE CIbENT
azu HLRLTH uaazca—Any annuity con-
tract combined with noncancellable accident
cod heafth kourance shall he treated as a
asincancellable alcident and health Insur-
coce contract and not as on comLy eon-

"(4) Tnaerozwr or onaax RENEWABIR
coNI-aacTs.—The rules of section 816Cc) shall
spply for PUIea of this ttm,

"(5) TREATMENT 0? REINSURAN, -
TkecT—A act which retmures another
contract shall be treated In the seme
nil.r as the reinsured contract,

"to) uLz Wama &t!VE Mar

"(1) IN GENERAL—Il for ahle pear
te it a negative- cspttaltIon amount
with respect to any category of specified In-
surance coaeta forth' hi ection
fbkl)—

• "(A) the amount ofherwise requked to be
,italiod inider this section bar such tax-
ible year with respect to coy other category
of spedfied lnaim emitracts ihall here-
duced (but not below zero) by smh cogatlue
capitatfon amount, mid

"tB) such segative rapitallaxthmn amount
(be theesct.ent net taken Into. awmut under
nperagrap (A)i-
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"(I) shall reduce (but not below zero) the

innrtlzed balance (as of the beginning of
such taxable year) of the amounts previous-
ly capitalised under subsectIon (a) (begin-
ning with the amount capItalized for the
amst, recent taxable year), mid

"(U) to the extent taken Into account as
such a reduction, shall be allowed as a de-
deetfon for such taxable year.

"(2) Nbcarrvx cAprraLrzanON ANOONT.—
For purposes of paragraph (1), the term
'negative capitalization amount' means,
With respect to any category of specified In-
surasree contracts, the percentage (applica-
ble under subsection (bXl) to such catego-
ry.) of the amount (If any) by which—

"(A) the amount determined under sub-
paragraph (B) of subsection (CX 1) with re-
spect to such est.egory, exceeds

"(B) the amount determined under sub-
paragraph (A) of subsection (cXl) with re-
spect to such category.

"(f) Taaai'nmrr Of CERTAIN CEDING COM-
Nlssroua.—Nothlng in any provision of law
(other than thit section) Shall require the
capitalization of any ceding commission in-
curred on or after September 30, 1990,
under any reinsurance contract.

'ig) TRANrTIOiI*L RuLa.—In the case of
any taxable year which Includes September
* 1990, the amount taken Into account as
the net premiums (or negative capitalization
amount) with respect to any category of
specified Insurance contracts shall be the
amount which beam the same ratio to the
amount which (but for this subsection)
would be so taken Into account as the
number of days In such taxable year on or
alter September 30, 1990, bears to the total
number of days In such taxable yeas-."

(b) REPEAL 0? Srzci*a TREATMENT OP Ac-
QUIrITION ExPENSEs UNDER MINIMUM TAX.—
Pai-agraph (4) of section 56(g) is amended
by striking subparagraph (F) and redesig-
natIng subparaaraphs (0) and (H) as sub-
paragraphs (F) and (0), respectIvely.

Cc) CzxicAL AMEnDMENT—The table of
sections for part III of subchapter L of
chapter 1 Is amended by adding at the end
thereof the following new Item:

"Sec. P48. CapItalization of certain policy
acquisition expenses."

Cd) EFFECTIVE DATE.—
(1) Ix GENERAL—The amendments made

by subsections (a) and (c) shall apply to tax-
able years ending on or after September 30,
1996. Any capitalizatIon required by reason
of such amendments shall not be treated as
a change In method of accounting for pur-
poses of the Internal Revenue Code of 1986.

(2) Suasscrmoa (b)—
(A) us oremaL—The amendment made by

subsection (b) shall apply to taxable years
beginning on or alter September 30, 1990.

(B) SPECIAL RULEs FOR YEAR WHICH IN-
cwoas SEPTEMBER 30, isso—In the case of
any taxable year which includes September
30, 1990, the amount of acquIsitIon expenses
which Is required to be capitalized under
section 58(g)(4XF) of the Internal Revenue
Code of 1986 (as In effect before the amend-
ment made by subsection Cb)) shall be the
amoui* which bears the same ratio to the
amount whieh (but for this subparagraph)

• would be so required to be capitalized as the
number of days In such taxable year before
September 30, 1900, bears to the total
number of days In such taxable year. A simi-
lar reduction shall be made In the amount
amortized for such taxable year under such
section S6(gX4MF).
5€C. IJIOL TREATMENT OF CERTAIN NONLWE RE-

SERVES OF LIFE INSURANCE COMPA-
NIES.

(a) OmesL.1, Rur.z.—Suheeetlon (e) of sec-
tion 807 (relatIng to special rules for coin-
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puting reserves) is amended by adding at
the end thereof the following new para-
graph:

"(7) SPECIAL RULES FOR TRZATMEN OF CAR-
TAIN NONLIPE RESERVES.—

'(A) IN GgNERAL.—The amount taken Into
account for purposes of subsection (a) and
(b) as—

"(I) the opening balance of the items re-
ferred to in subparagraph (C). and

"(ii) the closing balance of such items.
8haJ.l be 80 percent of the amount which
(without regard to this subparagraph)
would have been taken into account as such
opening or closing balance, as the case may
be.

"(B) TRANsITIONAL RULE.—
'(i) IN GENERAL.—In the case of any tax-

able year beginning on or after September
30, 1990. and on or before September 30,
1996, there shall be included in the gross
income of any life insurance company an
amount equal to 31/3 percent of such com-
pany's closing balance of the items referred
to in subparagraph (C) for its most recent
taxable year beginning before September
30, 1990.

'(ii) TERMINATION As LIFE IN5URJLNCE COM-
PANY—Except as provided in section
381(c)(22), if, for any taxable year beginning
on or before September 30, 1996, the tax-
payer ceases to be a life Insurance company.
the aggregate inclusions which would have
been made under clause (i) for such taxable
year and subsequent taxable years but for
such cessation shall be taken into account
for the taxable year preceding such cessa-
tion year.

'(C) DESCRIrrION OF ITEMs—For purposes
of this paragraph, the items referred to in
this subparagraph are the items described
in subsection (c) which consist of unearned
premiums and premiums received In ad-
vance under Insurance contracts not de-
scribed in section 816(b)(1)(B)."

(b) EmcTIVE DAIt.—The amendment
made by subsection (a) shall apply to tax-
able years beginning on or after September
30, 1990.
SEC. 13303. TREATMENT OF LIFE INSURANCE RE-

SERVES OF INSURANCE COMPANIES
WHICH ARE NoT LIFE INSURANCE
COMPANIES.

(a) GErIRAj. RULE.—Paragraph (4 of sec-
tIon 832(b) (defining premiums earned) is
amended by striking 'sectIon 807, pertain-
ing" and all that follows down through the
period at the end of the first sentence
which follows subparagraph (C) and insert-
ing section 807.'.

(b) TECHNICAL AMENDMEWr—Subpara-
graph (A) of section 832(b)(7) is amended—

(1) by striking amounts included in un-
earned premiums under the 2nd sentence of
such subparagraph" and Inserting lnsur-
ance contracts described in section
816(b)(1)(BY', and

(2) by striking "such amounts into ac-
count" and inserting 'such contracts into
account".

(c) EmcrIvE DATE—The amendments
made by this section shall apply to taxable
years beginning on or after September 30,
1990.

Subpart B—Treetment of Salvage RecoverbIe
SEC. 13305. TREATMENT OF SALVAGE RECOVER-

ABLE.
(a) GENERAL Rtnz.—Subparagraph (A) of

section 832(b)(5) (defining losses incurred)
is amended to read as follows:

"(A) IN GENERAL—The term 'losses in-
curred' means losses incurred during the
taxable year on Insurance contracts comput-
ed as follows:

'(1) To losses paid during the taxable year.
deduct salvage and relnsurance recovered
during the taxable year.

'(ii) To the result so obtained, add all
unpaid losses on life Insurance contracts
plus all discounted unpaid losses (as defined
in section 846) outstanding at the end of the
taxable year and deduct all unpaid losses on
life Insurance contracts plus all discounted
unpaid losses outstanding at tñe end of the
preceding taxable year.

"(lii) To the results so obtained, add esti-
mated salvage and relnsurance recoverable
as of the end of the preceding taxable year
and deduct estimated salvage and reinsur-
ance recoverable as of the end of the tax-
able year.
The Secretary shall by regulations provide
that the amounts referred to in clause (iii)
shall be determined on a discounted basis in
accordance with procedures established in
such regulations."

(b) CONFORMING AjMENT.—Subsection
(g) of section 846 is amended by adding
"and" at the end of paragraph (1). by strik-
ing paragraph (2), and by redesignating
paragraph (3) as paragraph (2).

(c) EFVECTIVE DATE.—
(1) IN GENERAL.—The amendments made

by this section shall apply to taxable years
beginning after December 31, 1989.

(2) AMENDME1TS TREATED As CRANGE IN
METHOD OF ACCOUNTING—In the case of any
taxpayer who is required by reason of the
amendments made by this section to change
his method of computing losses incurred—

(A) such change shall be treated as a
change in a method of accounting,

(B) such change shall be treated as initiat-
ed by the taxpayer.

(C) such change shall be treated as having
been made with the consent of the Secre-
tary, and

(D) the net amount of adjustments re-
quired by section 481 of the Internal Reve-
nue Code of 1986 to be taken into account
by the taxpayer shall be taken into account
over a period not to exceed 8 taxable years
beginning with the taxpayer's first taxable
year beginning after December 31. 1989.
Subpart C—Waiver of EHtimated Tax Penalties

SEC. 13307. WAIVER OF ESTIMATED TAX PENAL-
TIES.

No addition to tax shall be made under
section 6655 of the Internal Revenue Code
of 1986 for any period before March 16.
1991, with respect to any underpayment to
the extent such underpayment was created
or increased by any provision of this part.

PART Il—COMPLIANCE PROVISIONS
SEC. 13II. SUSPENSION OF STATUTE OF LIMrrA-

TIONS DURING PROCEEDINGS TO EN-
FORCE CERTAIN SUMMONSES.

(a) GvInL Rui2—Section 6503 (relating
to suspension of running of period of limita-
tion) is amended by redesignating subsec-
tion (k) as subsection (I) and by inserting
alter subsection (j) the following new sub-
section: -

'(k) EXTENsION IN CAsE OF CZRTAIN SUM-
MONsES.—

'(1) IN GENiRAL.—If any designated sum-
mons is Issued by the Secretary with respect
to any return of tax by a corporationS the
running of any period of limitations provid-
ed in section 6501 on the assessment of such
tax shall be suspended—

"(A) during any judicial enforcement
period—

'(i) with respect to such summons, or
"(ii) with respect to any other summons

which is Issued during the 30-day period
which begins on the date on which such des-
ignated summons is Issued and which re-
lates to the same return as such desigTated
summons, and

"(B) if the court in any proceeding re-
ferred to in paragraph (3) requires any com-
pliance with a summons referred to in sub-
paragraph (A). during the 120-day period

October 16, 1990
beginning with the 1st day after the close of
the suspension under subparagraph (A).
If subparagraph (B) does not apply, such
period shall in no event expire before the
60th day after the close of the suspension
under subparagraph (A).

'(2) DEsIGNATED sUMMONs—For purposes
of this subsection—

"(A) IN GENERAL—The term 'designated
summons' means any summons issued for
purposes of determining the amount of any
tax imposed by this title If—

"(i) such summons is Issued at least 60
days before the day on which the period
prescribed in section 6501 for the assess-
ment of such tax expires (determined with
regard to extensions), and

'(ii) such summons clearly states that it is
a designated summons for purposes of this
subsection.

(B) LIMITATION—A summons which re-
lates to any return shall not be treated as a
designated summons If a prior summons
which relates to such return was treated as
a designated summons for purposes of this
subsection.

"(3) JUDICIAL ENFORCEMENT PERIOD—For
purposes of this subsection, the term judi-
cial enforcement period' means, with re-
spect to any summons, the period—

'(A) which begins on the day on which a
court proceeding with respect to such sum-
mons is brought, and

"(B) which ends on the day on which
there is a final resolution as to the sum-
moned person's response to such summons.'

(b) EnEcTIvE DA.—The amendment
made by subsection (a) shall apply to any
tax (whether imposed before, on. or after
the date of the enactment of this Act) if the
period prescribed by sectIon 6501 of the In-
ternal Revenue Code of 1986 for the assess-
ment of such tax (determined with regard
to extensions) has not expired on such date
of the enactment.
SEC. 13312 ACCURACY-RElATED PENALTY TO

APPLY TO SECTION 482 ADJUSTMENTS

(a) GEtkL RULE.—Subsection (e) of sec-
tion 6662 (defining substantial valuation
overstatement under chapter 1) is amended
to read as follows:

'(e) SUBSTANTIAL VALUATION MIssTAtE-
MENT UNDER CIv'PrER 1.—

'(1) IN GENERAL—For purposes of this sec-
tion. there is a substantial valuation missta-
tement under chapter 1 If—

(A) the value of any property (or the ad-
justed basis of any property) claimed on any
return of tax imposed by chapter 1 is 200
percent or more of the amount determined
to be the correct amount of such valuation
or adjusted basis (as the case may be), or

'(B)(i) the price for any property or serv-
ices claimed on any such return in connec-
tion with any transaction between persons
described in section 482 is 200 percent or
more (or 50 percent or less) of the amount
determined under sectIon 482 to be the cor-
rect amount of such price, or

'(ii) the net sectIon 482 transfer price ad
justment for the taxable year exceeds
$10,000,000.

"(2) LIMITATION.—NO penalty shall be im-
posed by reason of subsection b3 unless
the portion of the underpayment for the
taxable year attributable to substantial
valuation misstatements under chapter 1 ex-
ceeds $5,000 ($10,000 in the case of a corpo-
ration other than an S corporation or a per-
sonal holding company (as defined in sec
tlon 542)).

(3) NET SECTIoN 482 TRANSFER PRICE AD-
JiJ5TMENr.—For purposes of this subsection,
the term net section 482 transfer price ad-
justment' means, with respect to ny tax-
able year. the net increase in taxab'e
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1ome for tt be y (deterodned
wlUu,ut regard to y amount carried to
such Usable year from ather Usable
year) resulting from adnents ur sac-
Uon 482 In the txanster price toe say proç-
eety or services. For purposes of the preced-
Ing sentence, rules similar to the rules of
the lest sentence of section 58th)(2) shall
apply."

I CoN fl8O AMzNDMTL—
(1) Pazngraph (3) of seeticn 6062(h) Is

maended to read as foUew&
"(3) Any sutlatantial valuation misstate-

xnent r chapter 1"
U) Subparagraph (MoL section 66624h)(2>

Is amended to read as foflowa
"(A) any isobst&ntAal valuation misstate-

inent umier chapter 1 as determined under
subsection (e) by substituting—

"U) '400 percent' for '200 percent' each
p1 It appears,

"(Ii) '25 percent' for '50 percent', and
"Wi) '$20,000,000' for '$10O00,000',".
(c) EmcTivs Dars—Th amendments

made by this section shaH apply to taxable
years ending alter the date ef the enect-
meat of this Act.. 13313. TOSATMENT OF PSONS PU(W1D4NG

sEav ICES.

(a) GiwasaL RuLa.—SubaectlDn (n) of sec-
tion 6103 (relatIng to certain other persons>
Is amended—

(1) by striking "and the programming"
and inserting "the programming", and

(2) by Inserting after "of equipment," the
following "and the providing of other sari-
ices,".

(b) EFFECTIVE DATE.—The amendments
made by subsection (a) shall take effect on
the date of the enactment of thia Act.
SSC. 333I4 aPyLicNrIor4 OF kMENDMENIn MADE

BY SECI'ION 7403 OF REVENUE RECON-
CILIATION AQT OF 1989 TO TAXASLE
YEARS BEGTNNIT4G ON OR. BEFORE
JULY 10, 1989.

(a) GENERAL RULE—The amendments
made by section 7403 of the Revenue Recon-
ciliation Act of 1989 shall apply to—

(1) any requirement to furnish Informa-
tion under section 6038ALa) of the Internal
Revenue Code of 1986 (as amended by such
section 7403) if the time for furnishing such
Information under such section Is alter the
date of the enactment of this Act,

(2) any requirement under such section
6038A(a) to maintain records which were In
existence on or after March 20, 1990,

(3) any requirement to authorize a corpo-
ration to act as a limited agent under sec-
tion 603&A(eXl) of such Code (as so amend-
ed) if the time for authorizlnE such action is
after the da.te of the enactment of this Act,
and

(4) any summons issued alter such date of
enactment.
without regard to when the taxable year (to
which the Information, records, suihorira-
Uon, or summons relates) began. Such
amendments shall also apply In any case to
which they would apply without regard to
this section.

b) CocrtavwrloN or O.n Fa.u,uazs.—In
lbs e of any failure with respect to & tax-
able year beginning on or before July 10,
1960, whIch first oecurs on or before the
date of the enactment of t.his Act bst which

inues after such date of enactment, sec-
tion 6038A(d)(2) of the Internal Revenue
Code of 1986 (as amended by subsection (c)
of such section 7403) shall apply for pur-
poses of determining the amount of the
penalty Imposed for 30-day periods referred
to in such section 8038.A(d)(2) which begin
after the date of the enactment of this Act.
SEC. 13315. (YT'HER REPORTING anq&Yla,.MEN'rs

(a) GENERAL RULL—Subpsrt A of part rn
of subchapter A of chapter 61 (relating to

ledormatlee cerntng uii subject to
sclal proulisons) Is sniended by inserting
after section 6038k the following new sac-
thus:
"SEC 1038C. I1D)TO)ff WITO P&T itI tOO..

01CM (X*POkA11t4S 4GAGED IN
U.S. BUSS&

"Ca) RumxPT.—4f & foreign corpora-
tion Cherelunfter in tins section referred to
as the 'reporting corporation') Is engaged In
a trade or bisin within the United States
at any time diging a tunable year—

"(1) such corporation shall furnish (at
such t and in such manner as the Secre-
tary shall by regulations prescribe) the In-
formation described In w.bsedlQn (b). and

"(2) suds torporatico shall maintain (at
the location, In the manner, and to the
crtent prescribed in regulations) such

as may he appropriate t* determine
the )i1fty of such corporation tsr tax
mr this title as the Secretary shall by
regulations prescribe (or shall cause another
person to so maintain such records).

'ib) RJQU!unD I,.YonMAT?Q,.—FOr par-
poses of suinection (a). the information de-
amibed In thIs subsection Is—

"I 1) the information described In sad ion
8036A(b). and

"(2) such other Information as the Secre-
Usy may preaibe by regulations relating
to any it not directly connected with a
ranasctlo far which information Is re-
red under paragraph (1).

"(a) PERALTY p Fsn.uftz To Fuanisu Izc—
poaTm OR M.wmnN Roans.—The pro-
visions of subsection (d) of section )38A
shall apply to—

"(1) any failure to furnish (within the
time prescribed by regulations) any Infor-
mation desa-ibed In subsection (b), and

"(2) any failure to maintaixi (or cause-an-
other to nunintain> records as required by
subsection (a),
In the sume manner as If such failure were a
failure to comply with the pnwislorms of sec-
tion 0038A.

'( d) EwPoacaMElcr or Rsussts rye Cm-
TAlC Rrcoene.—

"(1) AcazEissMT T) TRBAT COP ORATION AS
e€.—The rules of paragraph (3) shall
apply to any transaction between the re-
porting corporation and any related party
who Is a foreign person imlem such related
party agrees (in such manner and at such
time as the Secretary shall prescribe) to au-
thorise the reporting corporation to act as
such related party's limited agent solely for
purposes of applying sections 7102, 7003,
and 7604 with respect to any request by the
Secretary to examine records or produce
testimony related to any 8ueh transaction or
with respect to any summons by the Secre-
tary for such records or testimony. The ap-
pearance of persona or production of
records by reason of the reporting corpora-
tion being such an agent sh*1l not autsject
h persons or records to legal procem for
any purpose other than determining the
-rect treatment under this title of any
transaction between the reporting corpora
tion and such related party.

"(2) RuLes wz oaxATior iOT FUR-
ieisaxn.—If—

"CA) for purpo of determining the
amount .1 the reporting corporat's hall]-
Ity for Ui under this title, the Secretary
heues a summorla to such corporation to
peoduce (eit directly or as an agent for a,
related party who Is a foreign pamon) any
rcIs or iestbsony,

"(B) such summons I. not quashed in a
proceeding began under paragraph (4) of
t4n I(8A(e) isa made applicable by
paragraph (4) of this subsection) and Is not
datcrmitmed to be Invalid In a proceeding

usxler section '1004(b) to enforce such
summons, and
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"(C) the reporting corporation does not

ssbithlly comply In a timely manner
with such summons anal the Secretary has
sent by tlfted or registered mail a notjcr'
to such reporting corporation that such re-
porting corporation has not so substantially
npUe
the Secretary may apply the rules of para-
graph (3) wIth respect to any transaction or
Item to which such summons relates
(whether or not the Secretary begins a pro-
ceeding to enforce such summons). It the re-
porting corporation falls to maintain or
cause another to maintain) records as re-
quired by subsection (a), and by reason of
that failure, the summons is quashed In a
proceeding described In subparagraph (B) or
the reporting corporation is not able to pro-
vide the records requested In the summons.
the Secretary may apply the rules of para-
graph (3) wIth respect to any transaction or
Item to which the records relate.

"(3> APPLICASLE RtyL!s.—lf the rules of this,
paragraph apply to any transaction or Item,
the treatment of such transaction (or the
amount and treatment of any such item)
shall be determined by the Secretary In the
Secretary's sole discretion from the Secre-
tary's own knowledge or from such InforTna-
tion as the Secretary may obtain through
testimony or otherwise.

"(4) JODTcIAI. r sunrcs.—The provi-
sions of section 6038A(e)(4, shall apply with
respect to any summons Issued under para-
gr*ph (2XA)' except that subparagraph (U)
of such section shall be applied by substitut-
ing 'transaction or item' ior transaction'.

"Ic) DiiiiuNs.—For purposes of this
section, the terms 'related party', 'foreign
person', and 'records' hava the resective
meanings given to such tcrms by section
6038A(c)."

(b) ConroascING AMxNnMENTS.—
(I) Paragraph (1) of section 6038A(a) Is

amended by striking" or is a foreign corpo-
ration engaged in trade or business within
the United States".

(2) The table of sections for subpart A of
part Ui of subchapter A cii chapter 61 is
amended by Inserting after the item relat-
ing to section 60388 the following new Item:

"Sec. 6038C. Information with respect to
foreign corporations engaged
in U.S. business."

(c.) ErrucrivE DATE.—The amendments
made by thIs section shall apply to—

(1) any requirement to furnish informa-
tion under section 6038C(a) of the Internal
Revenue Code of 1986 (cs added by this sec-
tion) if the time for furnishing such infor-
mation under such section Is after the date
of the enactment of this Act,

(2) any requirement under such section
0038C(a) to maintain records which were In
existence on or after March 20, 1990,

(3) ny requirement to authorize a corpo-
ration to ct as a limited agent under sec-
t.ton 0038C(cD(1) .1 such Code (as so added)
If the time for authorizing such action Is
after the date of the mactmcnt of this Act,
and

(4) any soIw issued after such date of

without regard to when the taxable year (to
which the information, records, authoriza-
tion, or summons relates) began.
sac. Isais STUDY Of SON 498.

(a) GENERAL Ru1.E.—The Secretary of the
Treasury or his delegate shall conduct a
study of the application and administration
of section 482 of the Internal Revenue Code
of 1986. Such study shall include e'camlna-
tion of—
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(1) the effectiveness of the amendments

made by this part in increasing levels of
compliance with such section 482,

(2) use of advanced determination agree.
ments with respect to issues under such sec-
tion 482,

(3) possible legislative or administrative
changes to assist the Internal Revenue
Service in increasing compliance with such
section 482, and

(4) coordInation of the administration of
such sectIon 482 with similar provisions of
foreign tax laws and with domestic nontax
laws.
•(b) RoRT.—Not later than March 1,

1992, the Secretary of the Treasury or his
delegate shall submit to the Committee on
Ways and Means of the House of Represent-
atives and the Committee on Finance of the
Senate a report on the study conducted
under subsection (a), together with such
recommendations as he may deem advisable.

PART Ill—EMPLOYER REVERSIONS

Subpart A—Treatment of Reversions of Qualified
Plan Assets to Employers

SEC. 13321. INCREASE IN REVERSION TAX.

Section 4980(a) (relating to tax on rever-
sion of qualified plan assets to employer) is
amended by strIking "15 percent" and in-
serting "20 percent".
SEC. 13322. ADDITIONAL TAX IF NO REPLACEMENT

PL4N.

(a) IN OENniii..—Section 4980 is amended
by adding at the end thereof the following
new subsection:

"(d) INcREAsE IN TAX FOR FAILURE vo Es-
TABUSH REPLACEMENT PLAN OR INCREASE BEN-
EFITS.-

"(1) IN GENERAL.—Subsection (a) shall be
applied by substituting '50 percent' for '20
percent' with respect to any employer rever-
sion from a qualified plan unless—

"(A) the employer establishes or main-
tains a qualified replacement plan, or

"(B) the plan provides benefit increases
meeting the requirements of paragraph (3).

"(2) Qus.rrxm REPLACEMENT pwq.—For
purposes of this subsection, the term 'quali-
fied replacement plan' means a qualified
plan established or maintained by the em-
ployer in connection with a qualified plan
termination (hereinafter referred to as the
'replacement plan') with respect to which
the following requirements are met:

"(A) PARTICIPATION azQuIRmzlqT.—Sub-
stantially all of the active participants in
the terminated plan who remain as employ-
ees of the employer after the termination
are active participants in the replacement
plan.

"(B) Assrr TLusrER REQUIREMENT.—
"(i) 30 pERcwr cUsHloN.—A direct transfer

from the terminated plan to the replace-
ment plan is made before any employer re-
version, and the transfer Is in an amount
equal to the excess (if any) of—

"(I) 30 percent of the maximum amount
which the employer could receive as an em-
ployer reversion without regard to this sub-
section, over

"(II) the amount determined under clause
(II).

"(II) RzaucTxoN voa DecREASE Ui BENZ-
ms.—The amount determined under this
clause is an amount equal to the present
value of the aggregate increases in the non-
forfeitable accrued benefits under the ter-
minated plan of any participants (including
nonactive participants) pursuant to a plan
amendment which—

"(I) Is adopted during the 60-day period
ending on the date of termination of the
qualified plan, and

"(II) takes effect Immediately on the ter
mination date.
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"(iii) TREATMENT OF AMOUNT TEARS-

PXREED.—In the case of the transfer of any
amount under clause (I)—

"(I) such amount shall not be includible in
the gross income of the employer,

"(II) no deduction shall be allowable with
respect to such transfer, and

"(III) such transfer shall not be treated as
an employer reversion for purposes of this
section.

"(C) ALLOCATION REQUIREMENTS.—
'(i) IN GENERAL.—In the case Of any de-

fined contribution plan, the portion of the
amount transferred to the replacement plan
under subparagraph (BXi) Is—

"(I) allocated under the plan to the ac-
counts of participants in the plan year in
which the transfer occurs, or

"(II) credited to a suspense account and
allocated from such account to accounts of
participants no less rapidly than ratably
over the 7-plan-year period beginning with
the year of the transfer.

"(Ii) COORDINATION WITH SECTION 415 LIMI-
TATI0N.—If, by reason of any limitation
under section 415, any amount Credited to a
suspense account under clause (iXil) may
not be allocated to a participant before the
close of the 7-year period under such
clause—

"(I) such amount shall be allocated to' the
accounts of other participants, and

"(II) if any portion of such amount may
not be allocated to other participants by
reason of any such limitation, shall be allo-
cated to the participant as provided in sec-
tion 415.

"(lii) TREATMENT OF INC0ME.—Afly income
on any amount credited to a suspense ac-
count under clause (iXil) shall be allocated
to accounts of participants no less rapidly
than ratably over the remainder of the
period determined under such clause (after
application of clause (ii)).

"(iv) UNAu.ocAmn AMOUNTS AT TERMINA-
TI0N.—Lf any amount credited to a suspense
account under clause (i)(II) is not allocated
as of the termination date of the plan—

"(I) such amount shall be allocated to the
accounts of participants as of such date,
except that any amount which may not be
allocated by reason of any limitation under
section 415 shall be allocated to the ac-
counts of other participants, and

"(II) if any portion of such amount may
not be allocated to other participants under
subclause (I) by reason of such limitation,
such portion shall be treated as an employer
'reversion to which this section applies.

"(3) PRO RATA BENEFIT INCREASES.—
"(A) Iii GENmaL.—The requirements of

this paragraph are met if a plan amendment
to the terminated plan is adopted in connec-
tion with the termination of the plan which
provides pro rata increases in the nonfor-
feitable accrued benefits of all participants
(including nonactive participants) which—

"(i) have an aggregate present value not
less than 25 percent of the maximum
amount which the employer could receive as
an employer reversion without regard to
this subsection, and

"(U) take effect immediately on the termi-
nation date.

"(B) PRO RATA UiCRZAS&—FOr purposes of
subparagraph (A), a pro rata increase is an
increase in the present value of the nonfor-
feitable accrued benefit of each participant
(including nonactive participants) in an,
amount which bears the same ratio to the
aggregate amount determined under sub-
paragraph (Axi) as—

'(i) the present value ofsuch participant's
nonforfeitable accrued benefit (determined
without regard to this subsection), bean to

"(II) the aggregate present value of non-
forfeitable accrued benefits of the terminat-
ed plan (as so determined).
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Notwithstanding the preceding sentence,
the aggregate increases in the nonforfeit-
able accrued benefits of nonactive partici-
pants shall not exceed 40 percent of the ag-
gregate amount determined under subpara-
graph (A)(i) by substituting 'equal to' for
'not less than'.

"(4) COORDINATION WITH OTHER PROVI-
S1ONS.—

"(A) LIMITATIONS—A benefit may not be
increased under paragraph (2)(B)(ii) or
(3)(A), and an amount may not be allocated
to a participant under paragraph (2)(C), if
such increase or allocation would result in a
failure to meet any requirement under sec-
tion 401(a)(4) or 415.

"(B) TREATMENT AS EMPLOYER CONTRIBtI-
TI0Ns.—Any increase in benefits under para-
graph (2)(B)(II) or (3)(A), or any allocation
of any amount (or income allocable thereto)
to any account under paragraph (2)(C),
shall be treated as an annual benefit or
annual addition for purposes of section 415.

"(C) 10-YEAR PARTICIPATION REQUIRE-
)LENT.—Except as provided by the Secretary.
section 415(bX5XD) shall not apply to any
increase in benefits by reason of this subsec-
tion to the extent that the application of
this subparagraph does not discriminate in
favor of highly compensated employees (as
defined in section 414(q)).

"(5) DEFINITIONS AND SPECIAL RULES—For
purposes of this subsection—

'(A) NONACTIVE PARTICIPANT.—The term
nonactive participant' means an individual
who—

"(I) is a participant in pay Status as of the
termination date,

"(ii) is a beneficiary who has a nonforfeit-
able right to an accrued benefit under the
terminated plan as of the termination date,
or

"(ill) is a participant not described in
clause (I) or (ii)—

"(I) who has a nonforfeitable right to an
accrued benefit under the terminated plan
as of the termination date, and

"(II) whose service, which was creditable
under the terminated plan, terminated
during the period begInning 3 years before
the termination date and ending with the
date on which the, final distribution of
assets occurs.

'(B) PREsENT vALUL—Present value shall
be determined as of the termination date
and on the same basis as liabilities of the
plan are determined on termination.

"(C) REALLOCATION OF INCREA5E.—Except
as provided in paragraph (2)(C), if any bene-
fit increase is reduced by reason of the last
sentence of paragraph (3XA)(ii) or para-
graph (4), the amount of such reduction
shall be allocated to the remaining partici-
pants on the same basis as other increases
(and shall be treated as meeting any alloca-
tion requirement of this subsection).

'(D) AGGREGATION OF PLAN5.—The Secre-
tory may provide that 2 or more plans may
be treated as 1 plan for purposes of deter-
mining whether there is a qualified replace-
ment plan under paragraph (2).

"(6) SuBsEc'z-xoie NOT TO APPLY TO EMPLOYER
U! BANKRUPTCY.—Th1S subsection shall not
apply to an employer who, as of the termi-
nation date of the qualified plan, is in bank-
ruptcy liquidation under chapter 7 of title
11 of the United States Code or in similar
proceedings under State law."

(b) Asenmiexwrs TO EMplOYER Rrrxnaaczrrr
INcoME Sscuarrv AcT.—

(1) FIDUCIARY RESPON5IBILITY.—Section
404 of the Employee Retirement Income Se-
curity Act of 1974 (29 US.C. 1104) is amend-
ed by adding at the end thereof the f 0110w-
lag new subsection:

"(dXl) If, in connection with the termina.
tion of a single-employer plan, an employer
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elects to establish or maintain a qualified defined benefit plan (other than a multiem• 0(j) TJsE OF TRANSFW2D ASSrS.—
replacement plan, or to increase benefits, as ployer plan) to a health benefits account "(A) 1w GEIWRAL.—AflY assets transferred
provided under section 4980(d) of the Inter- which is part of such plan— to a health benefits account in a qualified
nai Revenue Code of 1986, aliduciary shall "(1) a trust which Is part of such plan transfer (and any income allocable thereto)
discharge the fiduciary's duties under this shall not be treated as failing to meet the shall be used only to pay quallf led current
title and title IV In accordance with the fol- requirements of subsection (a) or (h) of see- retiree health liabilities (other than liabil-
lowing requirements: tión 401 8oley by reason of such transfer, ities of key employees not taken Into ac-

"(A) In the case of a fiduciary of the ter- (Or any other action authorized under this count under subsection (e)(1)(D)) for the
minated plan, any requirement— 8ection), taxable year of the transfer (whether di-

"(i) under aection 4980(d)(2)(B) of such "(2) no amount shall be Includible In the rectly or through reimbur8ement).
Code with respect to the transfer of azsets gros8 Income of the employer maIntaInIng '°(B) om,'rs NOT USED TO PAY FOR HEALTh

from the terminated plan to a qualified re the plan solely by reason of such transfer, BEWETITS.—
placement plan, and "(3) such transfer shall not be treated— "(i) us ozz1I*L.—Any assets transferred to

'(ii) under section 4980(d)(2)(B)(Ii) or '(A). as an employer reversion for a health benefits account in a qualified
4980(dX3) of such Code with respect to any poses of section 4980, or transfer (and any income allocable thereto)
Increase In benefits under the terminated "(B) as a prohibited transaction for pur- which are not used as provided in subpara-
plan. poses of section 4975, and

"(B) In the case of a fiduciary of a quail- "(4) the limitations of subsection (d) shall
graph (A) shall be transferred out of the ac-

tied replacement plan, any requirement— apply to such employer.
count to the transferor plan.

'(i)' under aection 4980(d)(2XA) Of such "(b) QuALIn TRMISYER.—For purposes
"ii Tx TP.ATMENT OF AMOUNTS—Any

Code with respect to participation in the of'thls section—
amount transferred out of an account under

qualified replacement plan of active 'partici- '(1) Lw cENERAI—The term qualified clause (1)—

pants in the terminated plan, transfer means a transfer—
"(I) shall not be includible in the gtoss

"(ii) under section 4980(dX2XB) of such "(A) of excess pension assets of a defined
income of the employer for such taxable

Code with respect to the receipt of as8ets benefit plan to a health benefits ot year. but

from the terminated plan, and which Is part of Such plan in a taxable year•
"(II) shall be treated as an employer re-

(lii). under section 4980(d)(2)(C) of such beginning after December 31, 1990,
version for purposes of section 4980 (with-

Code 'with respect to the allocation of usets "(B) which does not contravene axy other out regard to subsection (d) thereof).
"(C) Oiwiiw.c RULE.—FOr purposes of this

to participants of the qualified replacement provision of law, and
plan. "(C) with respect to which the plan section. any amount paid out of a health

"(2) For purposes of this subsection— meets—
benefits account shall be treated as paid

"(A) any term used in this subsection "(i) the use requirements of subsection first out of the assets and income described

which is also used in section 4980(d) of the (c)(1), in subparagraph (A).

Internal Revenue Code of 1988 shall have "(U-) the vesting requirements of subsec- "(2) REQuIREMENTS RELATING TO PE?5ION

the same meaning as when used in such sec- tion (cX2), and ACCRUINO BIFORE TRAN5TER.—

Uon, and '
"(Lii) the minimum benefit requirements "(A) IN a ju—The requirements of

"(B) any reference in this subsection to of subsection (cX3).
this paragraph are met If the plan provides

the Internal Revenue Code of 1986 shall be "(2) oNlx 1 rRA1sm PER , that the accrued pension benefits of any

a referenôe to such Code as in effect on Jan- "(A) 115 c.gi*t.—No more than 1 transfer participant or beneficiary under the plan

uary 1, 1991." '
with respect to any plan during a taxable become nonforfeitable in the same manner

(2) CovoIunNo zNnz!iTs— year may be treated as a qualified transfer which would be required If the plan had ter-

(A) Section 404(aXl)(D) of such Act (29 for purposes of this section. mlnated Lmmed.iately before the qualified

U.S.C. 1104(a)(1)(D)) is amended by striking '(B) EXcEPTION—A transfer described transfer (Or in the case of a participant who

'or title IV" and Inserting "and title IV'. 'paragraph (4) shall not be into ac. separated during the 1-year period ending
(B) Section 4044(d)(1) of such Act (29 count for purposes of Bubparagraph (A).' on the date of the transfer. Immediately

U.S.C. 1344(dXl)) ts amended by Inserting ', '(3) LIMITATION 015 ôm,'r ThANSFRRED.-- before such separation).

8ection 404(d) of this Act, and section The amount of excess pension assets which °(B) Spcw. aui.z FOR 1990.—In the case

4980(d) of the Internal Revenue COde of may be transferred in a qualified transfer of s qualified transfer described in subsec-
1986 (as in effect on January 1.1991)" after shall not exceed the amount which is rea t.ion (bX4), the requirements.of this para-
"paragraph (3)". aonably estimated to be the amount the m- graph are met with respect to any partici-

SEC. 13323.gpycnv DATE. ployer maintaining the plan will pay pant who separated from service during the

(a) Iii GgNERAL.—Except as provided in (whether directly or through reimburse- taxable year to which such transfer relates

subsection (b), the amendments made by mént) out of such account during the . by recomputing such participant's benefits

this subpart shall apply to reversions occur- able year of the transfer for qualified cur- as If subparagraph (A) had applied hnmedi-

ring after September 30, 90. rent retiree health liabilities. ately before such separation.

(b) ExcxrrlöN.—The amendments made "(4) SPECIAL RUL! FOR 1990.— "(3) MINIMUM COST RZQUIRMENTS.—

by this subpart shall not apply to any rever- "(A) 1i GENgRAI,.—Subject to the provi- '(A) IN agiaw..—The requirements of
sion after September 30, 1990, ii— sions of subsection (c), a transfer shall be this paragraph are met If each group health

(1) in the case of plans subject to title IV treated as a qualified transfer If such trans- plan or arrangement under which applica-

of the Employee Retirement Income Securl- fer— ble health benefits are provided provides
ty Act of 1974, a notice of intent to tei- "(i) is made after the close of the taxable that the applicable employer cost for each
nate under such title was provided to par- year prced1ng the employers fir8t taxable taxable year durtni the benefit mainte-
ticipants (Or If no participants, to the Pen- year begtnnlng after December 31 1990, and nance period shall not be less than the
sion Benefit Guaranty Corporation) before before the earlier of— higher of the applicable employer costs for

October 1, 1990, or "(I) the due date (including extensions) each of the 2 taxable years immediately pre-

(2) in the case of plans subject to title for the filing of the return of tax for such ceding the taxable year of the qualified
(and not to title IV) of such Act, a notice of preceding taxable year. or transfer.
intent to reduce future accruals under sec- '(II) the date such return Is filed, and (B) APPLICALZ EMPLOY cosT.—For pur-

.tion 204(h) of such Act was provided to par- "UI) does not exceed the expenditures of poses of thib paragraph, the term 'applica-
ticipants in connection with the termination the employer for qualified current. retiree ble employer cost' means, with. respect to
before October 1. 1990. health liabilities for such preceding taxable sny taxable year, the amount determined by

Sbp.rt B—Trsn.feri to Retiree Health c year. , dividing—

SEC. 12325 TP.M4SFER OF E(CESS PENSION ASSETS
"(B) •RUcrIow ni DEDucTI0N.—The "(i) the qualified current retiree health li-

TO lIkEE HEALTH ACCOUNTS.
niount of the deductions otherwise allow- e.bilities of the employer for such taxable

(a Iii Gwi..—Part I of subchapter 0 sble under this chapter to an employer for year determined—

chapter 1 (relatln to pension, profit-8har-
the taxable year preceding the employer's '"(I) without regard to any reduction

Ing, and stock bonus plans) Is amended by
I ir8t taxable year beginning after December under subsection (eX1XB), and

adding at the end thereof the following new 31, 1P9O shall be reduced by the amount of "(II) in the case of a taxable year in which

subpart:
any qualified transfer to which this pam- there waa no qualified transfer, in the same
graph applies. manner as If there had been Such a transfer

'Subpart E—Treat,nent of Trn.ftr, to J4J "(C) C00RDINArioN WiTH PUCr1oN t the end of the taxable year, by
- Health ACCOUflt Rwz.—Subsection (eXl)(B) shall not apply "(LI) the number of individuais to whom

"Sec. 420. Transfers of excess pension assets to a transfer described in subparagraph (A). coverage for applicable health benefits was
to retiree health accounts. "(5) ExJ'zaArioN.—No transfer in any tax- provided durth such taxable year.

'SEC. 429. TRANSFERS OF EXCESS PENSION ASSETS e.ble year beginning after December 31., "(C) ELWTION TO COMPUTE COST SEPARAT
TO RETIREE HEALTH ACCOUNTS 1995, shall be treated as a qualified transfer. Ly.—An employer may elect to have this

"(a) GENERAl. RUL&—I( there is a qualified "(C) REQUIREMWTS OF Pws TRqsFER- paragraph applied separately with respect
transfer of any excess pension assets of RUG ASSETS.— to indlviduais eligible for benefits under
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title XVIU of the Social Security t. at any
tane during the taxable year and with re-
speet to Individnais not as eligible.

"iD) Bat,r snrrmsg pa!ueD.—F,r
ppesea of this paragraph, the term 'hone-
III maintenance period' mea the 5 taxable
pear period beglaming with the taxable year
in which the qualified transfer oroura. If a
taxable year la in 2 or more ovàlappthg
benefit umintenance periods, this paragraph
shall be applied by taking Into surit the
highest applicable employer cost required to
be provided under mbparagraph (A) for
inch taxable year.

(d) LZtATrONS O) IMPLoTLL—Fr 1MW-
pea of th title—

"(1) Dsuuorzca L nknons.—No deduc-
tion shall be allowed—

(A) for the transfer of any emount to a
health benefits account in a qualified trans-
fer (or any retransfer to the plan under sub-
section (c)(1XB)),

'(B) for qualified current retiree health li-
abilities paid out of the assets (and income)
described in subsection (eX 1). or

'(C) for any amounts to which subpara-
graph (B) does not apply and which are paid
for qualified current retiree health liabfl-
Ities for the taxable year to the extent such
amounts are not greater than the excess (If
any) of—

"(1) the amount determined under sub-
paragraph (A) (and income allocable there-
to), over

"(ii) the amount determined under sub-
paragraph tB).

(2) No CONTRIStT'floNg ALLOWm.—An em-
ployer may not contribute after December
31, 1990, any amount to a health benefits
account or welfare benefit fund (as defined
In. section 419(eXl)) with reaped to quali-
fied current retiTee health liabilities for
which transferred assets are required to be
used under nitnection (eX I).

"te) Dsnxniow axu Sprcziz, Rtis.—For
purposes of this section—

"11) Quaunrs cvxpzx'r ri JIZALTR u-
AaTLrrxzs,—Por purposes of this section—

"(A) Ix GSNERAL,—Tbe tern 'qualif led cur-
rent retiree health liabilities' means, with
respect to any taxable year, the aggregate
amounts (Including athnlnistrat$ve cx-
perwes) which would have been allowable as
a deduction to the employer for such tax-
able year with respect to applicable health
benefits provided daring such taxable year
If—

'Ci) seth benefits were provided directly
by the employer, and

"(ii) the employer used the cash receipts
and disbursements method f aeceunting.
P'br purposes of the preceding sentence, the
rule of section t19(cX3)(B) shall apply.

'(B) Rzucyxows son assourera pnvxousty
IrS Asrnz,—The amount determined under
subparagraph (A) shall be reduced by any
amount previously contributed to a health
benefits account or welfare benefit fund (as
defined in section 419(e)(1)) to pay for the
qualified current reUree health liabilities,
The portion of any reserves remaining as of
the close of December 31, 1990, shall be silo-
ested on a pro rats basis to qualified current
retiree health liabilities,

"(C) APPUCA3LE HLALTx srrrrs—Tho
term appticable health benefftg mean
health benefits or coverage which are pro-
vided to—

"(1) retired employees who, immediately
before the qualified transfer, are entitled to
receive such benefits spon retirement and
who are entitled to pension benefits under
the plan. and

"(ii) thefr spouses and dependents,
"tD) Key ,LOTZZs czsnan,—If an em-

ployee Is a key employee (within the mean-
tug of section 416(151)) with respect to any
plan year ending in a taxable year, such em-
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piopee shall not be taken into account In
computing qualified current retiree health
liabilities for such taxable year or in ealcu-
lating applicable employer - under sub-
section (cX3XB),

"(2) Excsss sansion *ssrys.—Tbe term
excess pension assets' means the excess (If
any) of—

"(A) the amount determined under section
4IZeX7XAXII), over

"(B) the greater of—
"Ci) the amount determined under seetk,n

412(cXTXAXI), or
"II) 125 pereent of current liability (as de-

fined in section 412(c)(7XB)).
The determination under this paragraph
shall be made as of the mist recent valu-
ation date of the plan preceding the quali-
fied transfer.

"(3) Hr,*i,yn Aeccoler,—The term
"health benefits account' means an account
established and maintained under section
401(h).

• "(4) COORDnATIOIc Wfl' sucriow 412,—In
the case of a qualified transfer to a health
benefits account—

"(A) any assets transferred In a plan year
after the valuation date for such year (and
any income allocable thereto) shall, for pur-
poses of section 412(cX7), be treated as
assets in the plan as of the vaiuatlon date
for the following year, and

"(B) the plan shall be treated as having a
net experience loss under section
412(b)(2)(B)(jv) for the first plan year after
the plan year in which such transfer occurs
in an amount equal to the amount of such
transfer (reduced by any amounts trans-
lerred back to the pension plan under sub-
section (cX1XB)), except that such section
shall be applied to such amount by substi-
tuting '10 plan years' for '5 plan years',"

(b) Cowso1tKuG ArrncxxT,—Section
401(h) Is amended by inserting -' and sub-
ject to the provisions of section 420" after
"Secretary".

(c) EITSCTIvE DATL—The amendments
made by this section shall apply to transfers
hi taxable years beginning after December
31, 1990.
SEC. 13326. APPLR1TION OF anNA it) TRkNSFERS

Of £XCESS PSNSIOE ASSETS TO RE-
TIREE HEALTH AUx)U5Th.

(a) Exctusivz BEMSTrr RzQtJrsuMmrr.—
Section 403(cXl) of the Employee Retire-
ment Income Security Act of 1914 (20 U.S.C.
I 103(cX 1)) is amended by hwerting •", or
under section 420 of the Internal Revenue
Code of 1986 (as In effect en January 1,
1991)" after "Insured plans)".

(b) ProUCIARY Du'rrzs.—8ectlon 404(a)(1)
of such Act (29 U.S.C. 1104ax1}) Is amend-
ed by inserting "and subject to section 420
oI the Internal Revenue Code of 1988 (as In
effect on January 1, 1991)," after "4044,".

(C) Exzas"rroxs PROM PROHIEITID TRAIVS-
AC'rIoNS.—SeCtion 408(b) of such Act (29
U.S.C. 1108(b)) is amended by adding at the
end thereof the following new paragraph:

"(13) Any transfer In a taxable year begin-
ning before January 1, 1996, of excess pen-
sion assets from a defined benefit plan to a
retiree health account In a qualified trans-
fer permitted under section 420 of the Inter-
nal Revenue Code of 1986 (as in effect on
January 1, 1901)."

Cd) PUIWDING LIMITATmIWS.—SeCtIOn 302 of
such Act (29 U.S.C. 1082) is amended by re-
designating subsection (g) as subsection (h)
and by adding at the end thereof the follow-
ing new subsection:

"Cg) Qmuznni, Tsutgrtns vo Rw.rw Bex-
curs Accouwrs.—Por purposes of this sec-
tion, In the case of a qualified transfer (as
defined In section 420 of the Internal Reve-
nue Code of 1988)—

"C 1) any sisets transferred in a plan year
after the valuation date for such year (and

t'.ktoberlO, 1990
any income allocable thereto) shall, for pur-
poses of subsection (cX7), be treated as
assets In the,plan as.of the valuation date
for the following year, and

"(2) the plan shall be treated as.havlng a
net experience loss under subsection
(b)(2)(B)(iv) for the first pLan year after the
plan year in whlcb such transfer occurs in
an amount equal to the amount of such
transfer (reduced by any amounts trans-
ferred back to the plan under section
420(c)(1XB) of such Code), except that such
subsection shall be applied to Iueh.amount
by substitutIng '10 plan years' for '5 plan
years'."

(e) NoTIcE Rquiizsnrss.—
(1) Ix czievui,—8ection 101 of such Act

(29 U.S.C. 1021) is amended by redesignat-
lug subsection Ce) as subsection (f I and by
Inserting after subsection (dl the following
new subaectinn

'(e) NOTICE OF Taaxsru or Kioms
SION ASSETS TO Hza.m Blsurrrs Ac-

"(1) NoTICE To rAnTrcn'AwTg.—Not later
than 60 days before the date of a qualified
transfer by an employee pension benefit
plan of excess pension assets to a health
benefits account, the administrator of the
plan shall notify (In such manner as the
Secretary may prescribe) each participant
and beneficiary under the plan of such
transfer. Such notice shall Include Informna-
tion with respect to the amount of excess
pension assets, the portion to be traits-
ferred, the amount of health benefits liabil-
ities to be funded with the assets trans-
ferred, and the amount of pension benefits
of the participant which will be vested Im-
mediately after the transfer

"(2) Norica TO szCRrSARIsg, ADMINISTRA-
TOR. Ann LoygE ORGANIZATI0SS,—

"(A) IN czirsaaj..—Not later than 60 days
before the date of any qualified transfer by
an employee pension benefit plan of excess
pension assets to a health benefits account,
the employer maintaining the plan from
which the transfer is made shall provide the
Secretary, the Secretary of the Treasury,
the administrator, and each employee orga-
nization representing participants In the
plan a written notice of such transfer. A
copy of any such notice shall be available
for inspection In the principal office of the
administrator.

"(B) INFORMATION Rfl,A?ING TO TRAJISIWSR.—
Such notice shall identify the plan from
which the transfer Is made, the amount of
the transfer, a detailed accounting of assets
projected to be held by the plan immediate-
ly before and Immediately alter the trans-
fer, and the current liabilities under the
plan at the time of the transfer.

"(C) Aumourv FOR ADV!TIOWAL amoai'wc
axquzxzavrr&—The Seci'etay may pre-
scribe such additional reporting require-
ments as may be necemary to carry out the
purposes of this section.

'(3) DE7INITI0N5.—For purposes of para-
graph (1), any term used In such paragraph
which Is also used in section 429 of the In-
ternal Revenue Code of 1986 (as in effect on
January 1, 1991) shall have the same mean-
lug as when used In such section,"

(2) Prasz.rtes..—
(A) Section 502(cXl) of. such Act (29

U.S.C. 1132(c)(1)) is amended by Inserting
"or section 101(e)(1)" after "section 606"..

(B) Section 502(cX3) of such Act (29
U.S.C. 1132(c)(3)) is amended—

(I) by Inserting "or who falls to meet the
requirements of section 1O1(e)(2) with re-
spect to any person" after "beneficiary" the
first place It appears, and

(Ii) by inserting "or to such person" alter
beneflclary" the second place it appears.
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(0 Evncriv DA.—The amendments

made by this section shall apply to qualified
transfers under section 420 of the Internal
Revenue Code of 1986 made after the date
of the enactment of this Act.

PART IV—CORPORATE PROVISIONS

SEC. 13331. RECOGNITION OF GAIN 8Y DISTRIBUT-
ING CORPORATION IN CERTAIN SEC-
TION 355 TRANSACTIONS.

•a) Gv1RuLL—SeCtion 355 (relatIng
to distribution of stock and securities of a
controlled corporation) is amended by Btrik-
Ing subsection Cc) and Inserting the follow-
ing new subsections:

"(c) TAXABILmr OF CORPOR.ATION ON Dis-
TRIBUTION.—

"(1) In GENERAL.—Except as provided In
paragraph (2), no gain or loss shall be recog-
nized to a corporation on any distribution to
which this section (or so much of section
356 as relates to this section) appUes and
which is not In pursuance of a plan of reor-
ganization. -

"(2) DIsTaIBtrrIoN OF APPRECIATED PROPER-
TY.-

"(A) In oxi*i..—If—
"Ci) in a distribution referred to In Para-

graph (1), the corporation distributes prop-
erty other than qualified property, and

"(ii) the fair market value of such proper-
ty exceeds its adjusted basis (In the hands
of the distributing corporation),
then gain shall be recognized to the distrib-
uting corporation as if such property were
sold to the Øistributee at its fair market
value.

"(B) QtAx.wxF piopy.—For purposes
of subparagraph (A), the term 'qualified
property' means any stock or securities in
the controlled corporation.

"(C) TREATMENT OF LIABILIT!ES.—tf any
property distributed in the distribution re-

• ferred to in paragraph (1) is subject to a li-
ability or the shareholder aumes a UabiJ
ity of the distributing corporation in con-
nection with the distribution, then, for pur-
poses of subparagraph (A), the fair market
value of such property shall be treated as
not less than the amount of sucti liability.

"(3) CooiwuAno WrrH sECTIONS 311
336(a).—Sections 311 and 336(a) shall not
apply to any distribution referred to in
paragraph (1).

"Cd) RcoGmoN OF GAnc ON CERTAiN
DISTRIBUTIONS OF STOCK OR SECURiTIES IN
CONTROLLED CORPORATION.—

"(1) In GENERAL—In the case of a disquali-
fied distribution, any stock Or securities in
the controlled corporation shall not be
treated as qualified property for purposes of
subsection (cX2) of this section or 8ection
361(c)(2).

"(2) DISQUM.JFIED DISTRIBUTI0N.—For pur-
poses of this subsection, the term 'disquali-
fied distribution' means any distribution to
which this section (or so much of section
356 as relates to this 8ection) applies II irn-
mediately after the distribution—

"(A) any person holds disqualified stock in
the distributing corporation which conBti-
tutes a 50-percent or greater interest in such
corporation, or

"(B) any person holds disqualified stock in
the controlled corporation (or, if stock of
more than 1 controlled corporation is dis-
tributed, in any controlled corporation)
which constitutes a 50-percent or greater in-
terest in such corporation.

"(3) Disuun srocic.—For purposes of
this subsection, the term 'disqualified stock'
means—

"(A) any stock in the distributing corpora-
tion acquired by purchase after October 9,
1990, and during the 5-year period ending
on the date of the distribution, and

"(B) any stock in any controlled corpora-
tion—

"(I) acquired by purchase after October 9
1990, and during the 5-year period ending
on the date of the distribution, or

(tI) received In the distribution to the
extent attributable to distributions on stock
described in subparagraph (A).

"(4) 50-ncnrr OR GREAT IIrTERZST.—For
purposes of this subaection, the term 50-
percent or greater interest' means stock p08-
Bessing at least 50 percent of the total com-
bined voting power of all classes of stock en-
titled to vote or at least 50 percent of the
tot1 value of share8 of all classes of stock.

"(5) AGGaEGATION RULZL—
"(A) IN agwERL.—For purposes of this

subsection, a person and all persons related
to such person (within the meaning of
267(b) or 107(bXl)) shall be treated as one
person. For purposes of the preceding sen-
tence, sections 267(b) and 707(b)(1) shall be
applied by substitutIng '10 percent' for '50
percent' each place it appears.

"(B) PERSONS ACTING PURStART TO PLA1q5 OR
a1,tA2GEME!rrS.—If two or more persons act
pursuant to a plan or arrangement with re-
spect to acquisitions of stock in the distrib-
uting corporation or controlled corporation,
such persons shall be treated as one person
for purposes of this subsection.

"(6) PURCHAsE-—For purposes of this sub-
section—

"(A) In GKNERAL.—EXcept as otherwise pro-
vt4ed in this paragraph, the term 'purchase'
means any acquisition but only if—

"(i) the basis of the property acquired in
the hands of the acquirer is not determined
(I) in whole or in part by reference to the
adJusted basis of such property in the hands
of the person from whom acquired, or (II)
under Bection 1014(a).

"(ii) except as provided in regulations, the
property is not acquired in an exchange to
which section 351, 354, 355, or 356 applies,
and

"(ill) the property is not acquired in any
other tranzactlon described in regulations.

"(B) CgRTAIN 3i EXCHANGES TREATED AS
PURCHASES.—The term 'purchase' includes
any HCQuISitiOfl of stock in an exchange to
which section 351 appUes to the extent such
stock is acquired in exchange for—

"(I) any cash or cash item,
"(ii) any marketable security, or
"(iii) any debt of the transferor.
"(C) Cavom BASIS TRANSACTION5.—I-f
"(i) any person acquires stock from an-

other person who acquired such stock by
purchase (as determined under this para-
graph with regard to this subparagraph).
and

"(U) the adjusted basis of such 8tock in
the hands of such acquirer is determined in
whole or in part by reference to the adjust-
ed basis of such stock in the hand of such
other persons
such acquirer shall be treated as having ac-
quired such stock by purchase on the date it

so acquired by such other person.
"(7) Spi. RULZ WHERE SUBSTANTIAL DIM-

INVTIOfl OP. RISK.—
"(A) Iii oElqxRAl...—If this paragraph ap-

plies to any stock for any period, the run-
ning of the 5-year period set forth in sub-
paragraph (A) or (B)(i) of paragraph (3)
(whichever applies) shall be suspended
during such period.

"(B) STOCK TO WHICH SUsPENsION A?-

ruEs.—ThIa paragraph applies to any stock
tor any period during which the holder's
risk of loss with respect to such stock is (di-
rectly or indirectly) substantially dimin-
ished by—

"(i) an option,
"(ii) short sale,
"(iii) any special class of stock,
"(iv) any device limiting risk from any

portion of the activities of the corporation,
Or
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"(v) any other device or transaction.
"(8) ArIBUTIoN FROM ENTITIES.—
"(A) IN QmR.AL—Paragraph (2) of section

3 18(a) shall apply in determining whether a
person holds Btock in any corporation (de-
termined by substituting '10 percent' for 50
percent in subparagraph (C) of luch para-
graph (2)).

"(B) PURCHASE RULE—If—
°(i) any person acquires by purchase an

interest in any entity, and
"(ii) such person is treated under subpara-

graph (A) as hølding any stock by reason of
holding such interest,
such stock shall be treated as acquired by
purchase by such person on the date of the
purchase of the interest in such entity.

°(9) REcm.ATI0N5.—The Secretary shall
- prescribe such regulations as may be neces-
sary to carry out the purposes of this sub-
section, including regulations to prevent the
avoidance of the purposes of this subsection
through the use of related persons, pass-
thru entities, options, or other arrange-
ments.'

(b) T!CHNIcAL Aiz,nnNrs.—Subsection
(c) of 8ection 361 is amended by adding at
the end thereof the following new para-
graph:

"(5) Cuoss REFERENCE.—

"For provision providing for recognition of
gain in cert&in distributions, see gection 355(d)".

(c) EmcTiv DATE.—
(1) In uENERAL—The amendments made

by this section shall apply to distributions
after October 9, 1990,

(2) TRAii5ITI0NAL auzzs.—For purposes of
subparagraphs (A) and (B)(i) of section
355(d)(3) of the Internal Revenue Code of
1986 (as amended by subsection (a)), an ac-
quisition shall be treated as occurring on or
before October 9, 1990 if—

(A) such acquisition is pursuant to a writ-
ten binding contract in effect on October 9,
1990, and at all times thereafter before such
acquisition,

(B) such acquisition is pursuant to a
tender or exchange offer filed with the Se-
curities and Exchange Commission on or
before October 9, 1990, or

(C) such acquisition is pursuant 'to an
offer— -

(i) the material terms of which were de-
scribed in a wiltten public announcement
on or before October 9, 1990,

UI) which was the subject of a prior filing
with the Securities and Exchange Commis-
sion, and

(iii) which is subsequently filed with the
Securities and Exchange Commission before
January 1, 1991. -

SEC. 13332. MODIFICATIONS TO REGULATIONS
ISSUED UNDER SECTION 305(c).

(a) OENRAL RULE—Subsection (c) of sec-
tion 305 (relating to certain transactions
treated as distributions) is amended by
adding at the end thereof the following new
sentence: Regu1ations prescribed under the
preceding sentence shall provide that—

• "(1) where the issuer of stock is required
.to redeem the stock at a specified time or
the holder of stock has the option to require
the Issuer to redeem the stock, a redemption
premium resulting from such requirement
or option shall be treated as reasonable only
if the amount of such premium does not
exceed the amount determined under the
principles of section 1213(a)(3),

"(2) a redemption premium shall not fail
to be treated as a distribution (or series of
distributions) merely because the stock is
callable, and

"(3) in any case in which a redemption
premium is treated as a distribution (or
series of distributtons), such premium shall
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be taken Into account under principles simi-
lar to the principle, of section 1272(a),"

Cb) Encrx,i Dam.—
(1) Ii ommais..-xeept U iwoilded In

paragraph (2), the amendment made by sub-
section (a) shall apply to stock issued after
October 9, 1990.

(2) EXCPi'IIoN.—The amendment made by
subsection (a) shall not apply to any stock
issued alter October 9, 1990, 11—

(A) such stock Ii issued pursuant to a writ-
ten binding contract In effect on October 9,
1998, and at all times thereafter before such
issuance, or

(B) such stock is Issued pursuant to a reg-
istration or offering statement filed on or
before October 9, 1980, wIth a Federal or
State agency regulating the offering or sale
of securities and such stock is Issued before
the date 90 days after the date of such
fifing.
sac. issss, MODIPICATIOJ(g TO SECTION T560

(a) &'Yac'z 0? Auocarsoi
Subsection (a) of sectIon 1090 (relating to
special allocation rules for certain asset allo-
cations) is amended by adding at the end
thercof the following new sentence: "If in
connection with an applicable asset acquIn-
tion, the transferee and transferor agree In
writing as to the allocation of any consider-
ation, or as to the fair market value of any
of the assets, such agreement shall be bind-
tng on both the transferee and transferor
unless the Secretary determine, that iuch
allocation (or fair market value) Is not ap-
propriate."

(b) IiqyoasurIoN REQV'IRZD TN CAsT 0? Cm-
TAIl Taaiisnu, 07 irraRsa? IN rrzTxgs,—

(1) Is GzimaAa—&ctlon 1960 is amended
by redeslgnstlng sudJcm Ce) as subsec-
tion (f) and by Inserting after subsection Cd)
the foUowlng new subsection:

"Ce) INTosisArigic Raquntip IN Ciii or
CERTAIN Twisrzs.s 0? lirralaiTs Ii En-
rise.—

"(1) IN QEINERAL.—If---
"(A) a person who Is a 10-percent owner

with respect to any entity transfers an In-
terest in such entity, and

"(B) In connection with such transfer,
such owner (or a related person) enters into
an employment contract, venant not to
compete, rOyalty or lease agreement,
other agreement with the transferee,
such owner and the transferee shall, at. such
time and in such manner as the Secretary
may prescribe, furnish such Information as
the Secretary may require.

"(2) lO-rr.Rcrirr owrIEa.—Por purposes of
this subsection—

"(A) Ii asi—T1je term '10-percent
owner' means, with respect to any entity,
any person who holds 10 percent or more
(by value) of the interests In such entity Im-
mediately before the transfer.

'IB) Comvcnyz owianrp,—8ectfon
318 shall apply in determining ownership of
stock in a corporation. Similar principles
shall apply In determining the ownership of
Interests in any other entity.

"(3) RELrm nmos,—For purposes of
this subsection, the term 'related person'
means any person who Is related (within the
meaning of section 297(b) or ')7(bX1)) to
the 10-percent owner."

(2) 'Fmmcscas. * irr r.—C!auae (a) of
section 6724(dXlXB) Is amended by striking
"section 1060(b)", and inserting "subsection
(b) or (e) of sectIon 1090".

(c) Isroiussriow RaQnp.m IN criow
33$thXlO) TaAwsACrIoss._ppjagraph (10)
of sectIon 339 l amended by addeig at the
end thereof the following new subpara-
graph:

'IC) Iiuroassanojq asauman 10 as con-
irissun TO sacaZTAky.—lJflder regula-
tions, where an election is made under sub-
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paragraph (A), the purchasing er,urtion
and the common parent of the selling con-
solidated group shall, at such times and in
such manner as may be provided in regula-
then, furnish to the Secretary the following
Information:

'Ii) The amount allocated under subsec-
tlon (b)(5) to goodwill or going concern
islue.

'Ill) Any modification of the amount do-
seribed In clause (i).

"(Ill) Any other information as the Secre-
tary deems necessary to carry out the provi-
sions of this paragraph,"

Cd) Errrivz DATE.—
(1) us GxirzRAx..—Except as provided In

paragraph (2), the amendments made by
this section shall apply to acquisitions after
October 9, 1990. -

(2) Bnn,zrnj CONTRACT sxcsrnots.—The
amendments made by this section shall not
apply to any acquisition pursuant to a writ-
ten binding contract In effect on October 9,
990, and at all times thereafter before such
acquisition.
sEC. 13334. MODIFICATION 'TO COR?ORAThM'i

vvrr REDUCTiON lIMITATIONS ON
sET OP1L4TING 1.098 C&SETUACE&

(a) REPEAL OP ExcEr'riow ina AcQuls!-
11058 07 Sussma&iuse.—Clause (11) of me-
tion 172(m)(3)(B) (relating to exceptions) is
amended to rea4 as followg

'III) Excm'rxow.—Tbe term 'major stock
acquisition' does not include a qualified
stock purchase (Within the meaning of sec-
tion 338) to which an election under section
338 applies."

(b) E DATn—
(1) Iii oKhnsL.—Except as provided In

paragraph (2), the amendment made by sub-
section (a) shall apply to acquisitions after
October 9, 1990.

(2) Biwncc coNTRACT IxCflOs.—The
amendment made by subsection (a) shall
not apply to any acquisition pursuant to a
written binding contract in effect on Octo-
ber 9, 1990, and at all times thereafter
before such acquisition,
SEC. 15335. ISSUA?'ICE Of DEBT OR 370CR lIT SAlTS-

FACTION Of DrDEBTEDNmS,
(a) IsstlANcE Or Daar Iss'riunemq'r.—
(1) Subsection (C) of sectIon 108 (relating

to general rules for discharge of indebted-
ness) is amended by adding at the end
thereof the following new paragraph:

"(11) INDwziS 8AT1z5rI BY ISSUANCE
or 'r INSTEUM33T'r.—

'IA) Is ozicm.qz..—Por purpose, of deter-
mining income of a debtor from discharge of
Indebtedness, if a debtor lthus a debt in-
strument in satisfaction of Indebtedness,
such debtor shall be treated as havhsatIs-
fled the indebtedness with an amount of
money equal to the Issue price of such debt
instrument.

"(B) haul piuca—For purposes of sub-
paragraph (A), the issue price of any debt
Instrument shall be determined under sec-
tions 1273 end 1274. For purposes of the
preceding sentence, section 1278(b)E4) shall
be applied by-reducing the stated redemp-
tion price of any hatrument by the portion
of such stated redemption price which is
treated as interest for puiposes of this chap-
ter,"

(2) Subsection (a) of sectIon 1275 is
amended by striking paragraph (4) and re-
designating paragraph (5) U paragraph (4).

(b) LIMITATION 011 STOCT sun Dse'r Excm'-
1•105.—

(1) Is asirntu,.—8ubparagraph (B) of sec-
tion 108(e)(10) Is amended to read as fol-
lows:

"(B) Excsrios oii CERTAIN WIOCI Dl
TITLE 11 CAS AND INSOLVERT Pasiocs.—

Ii! GmERAI,.—Subpararraph (A) shall
not apply to any transfer of stock of the
debtor (other than disqualified stock)— Is—

October 16', 1990
'II)byadebtorinatttle 11 case, or
"(II) by any other debtor but only to the

extent such debtor Is Insolvent.
'III) DrSQUAUFISD ST0CK.—FDr purposes of

clause (I), the term 'ctlsqualifled stock'
means any stock with a stated redemption
price U—

"(I) such Stock has a fixed redemption
date,

"(II) the issuer of such stock has the right
to redeem such stock at one ci' more times,
or

"(HI) the holder of such stock has the
right to require its redemption at one or
more times."

(2) CorroIusniG AMENDMENT.—Paragraph
(8) of sectIon 108(e) Is amended by adding at
the end thereof the following new sentence:
"Any stock which Is disqualified stock (as
defined In paragraph (lOXBXii)) shall not
be treated as stock for purposes of this para-
graph."

(C) Emc'rivz DATE.—
(1) us ossntaz..—Except as provided in

paragraph (2), the amendments made by
this section shall apply to debt instruments
bsued, and stock transferred, after October
9, 1990, In satIsfaction of any indebtedness.

(2) EXCtPTI0NS.—The amendments made
by this section shall not apply to any debt
instrument Issued, or stock transferred, in
satisfaction of any Indebtedness If such Issu-
ance or transfer (as the case may be)—

(A) is in a title 11 or glm.Uar case (as de-
fined in section 36&a)(3)(A) of the Internal
Revenue Code of 1986) which was filed on
or before October 9, 1990,

(B) is pursuant to a written binding con-
tract in effect on October 9, 1990, and at all
times thereafter before such issuance or
transfer,

(C) is pursuant to a tender or exchange
offer flied with the Securities and Exchange
Commission on or before October 9, 1990, or

(D) such acquisition 18 pursuant to an
offer—

(I) the material terms of which were de-
scrfbed in a written public announcement
on or before October 9, 1990,

(Ii) which was the subject of a prior filing
with the Securities and Exchange Commis-
sion, and

(Ill) which is subsequently filed with the
Securities and Exchange Comm1Jon before
January 1, 1991.

PART V—EMPLOYMENT TAX PROVISIONS

SEC 13341. INCREASE IN DOLLAR LIMITATION ON
AMOUNT 0? WAGES SUBJECT TO SOS-
PTFAL INSURANCE TAX.

• (a) HosprrAz. IITSUIt.AJICT TAX.—
(1) Is GENERAL—Paragraph (1) of section

3121(a) is amended—
(A) by striking "contribution and benefit

base (as determined under section 230 of the
Social Secw'ity Act)" each place It appears
and Inserting "applicable contribution base
(as determined under subsection (x)r, and

(B) by Striking "such contribution and
benefit base' and Inserting "such applicable
contribution base".

(2) APPLICABLE C0N-RThUTION aASE.—Sec-
tion 3121 Ii amended by adding at the end
thereof the following new subsection:

"Cx) APPucAsz,z Cowramu'rzoc BME—Por
purposes of this chapter—

"(1) OLD-Aol, SURVIVORS, AND DISABILITY
INsURANCE.—Por purposes of the taxes un-
posed by sectIons 3101(a) and 3111(a), the
applicable contribution base for any calen-
dar year is the contribution and benefit base
determined under sectIon 230 of the Social
Security Act for such calendar year.

"(2) Hosnmx, rssvpiccn—For purposes of
the taxes imposed by section 3101b) and
3111(b), the applicable contribution base
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'A) $73,000 for year 1901, and Revewie Code of 1988 is amended by strik-
W) for any calendar .year after 1301, ing subparngraphs (C) and (D).

$73,000 adjusted In the same manner as Is (2) Covi mmm
used In adjusting the contribution and bene- 210(p) of the SocIal Security Act (42 U.S.C.
fit base 'antler sectIon 230 of the Social Se• 410(P)) Is amended by striking paragraphs
curtty Act." (3)afld (4).

(b) SEL7-EMPLOYanT T*x.— (2) IVE DaIX.—The asnenthnenta
(1) IN msz.,—Submetlon (b) of section made by this subsection shall apply to serv-

1402 is .m.4frd by otriking "the contrlbu- leca performed after December 31, 1q91.
tinn and bøt base (as ennined under ) IN TIX RkTm.—ln ip3y
section 230 of the Social Semwlty Act)" and in sectiom 3191(b) and 3111(b) of the !n•
Inserting "tim ,plirb contribution te ternai Revease Code to service which. but
(as determined under y' for the amendment made by subsection (a),

(2) API'2.&CAPL4 CONTRISUTION &ss.—Sec- 'ws1. nOt consUtute employment for pur-
tion 1402 is amended by adding at the end poses of osc1 aectiom and which is per-
thereof the following new subsection:

"(k) As'pucaaiz CoirrarB'tmoN BASE—For (1) sfte December 31, 1991. and before
January 1, 2993, the percentage of wages

purposes at this chaPter— rate of tax under such sections shall be 0.3'(1) OLo-Am, aV1VW. AD DISABIlITY jeie (in
IN5URANcE.—For pn'poses of the tax im- (2) after December 31, 1992, end before
posed by secUon 1401(a), the applicable con- January 1, iggt, the percentage of wagestribution base for any calendar year is the su ctAons shall be 1.35
OoritrftsUtlon SOd benefit base named percent (instead of 1.45 percent).
innier sectico 230 of tim Social Security Act STATE AND
for such pear. Go,mwwr Ei.o'sem.—

'(2) HOSPITaL nisuwica.—FOr purposes of (1) Ix AL.—FOr purpO5 of sections
the tax imposed by sectIon 1401(b), the ap- 2, 236A, and 1811 of the Social Security
plicable contribution e for any caiende.r Act, in the case of any Individual who per-
year is the aphLicable contribution base de- forms servloe both during and before Janu-
terxnlned under section 31.21(x)(2) for such 1902 which constitutes medicare guall-
calendar year."

________

fled State or local uvvriameiit employment
te) Raiutoas Rwruzrszwr T&a.—Clause (1) (as defined in paragraph (3)) only became

of section 3231(e)(2)(B) is amended to read of the amendment made by subsection (a),as folIo the individual's medicare qualified State or
"(i) TIER I TAXas.— local government employment peilormed
"U) in cwmuL.—Except as provided Iii before January 1, 1992, shall be considered

sI&bclauae (U) of this dame and in clause to be "employment" (as defined for pur-
(ii), the term 'applicable base' means for any es of title U of such Act), but only for
calendar year the contribution and bOef it purposes of providing the Individual (or an-
base determined under section 230 of the other peiwon) with entitlement to hospital
SocIal Security Act for such calendar year• bf1ta under part A of tIUe

"(II) HosPITAL nsuasicr TAxzs.—For pur- of ch Act for months beginning
poses of applying so much of the rate appli- with January 1992.
cable mtler sectIon 3201(a) or 3231(a) (as Msni QUAWTen BraT! OS 'LOCAL

'the case nay be) as does not exceed the rate p rxm—In this
of tax in effect under LectiosI 3101(b), SlId subsection, the term "medicare qualified
for purpoem of applying so much of the Stale or local government employment"
rate of tax applicable wider sectIon medI qualified goverument em-
3211(aXl) as does not exceed the rate of tai i,ioyment drlbed In section 210(pX1XB)
in effect under sectIon 1401(b). the term 'P of the Social Security Act (determined with-
plicable base' means for any calendar year oist regard to sectbm 210(p)(3) of th Act).
the applicable contribution base determIned (3) Aumoaizox or, AmorRIATIONS.—
under section 3121LxX2) for web calendar There are autbor to be aparopriated to
year." the F'edera_1 Hospital Insurance Trust Fund

(d) TECHNICAL AMERDMzN1&— from time to time sums as Secre-
(1) Paragraph (3) of section 8413(c) Is tory of Health and K,m*n Services deems

amended to read as follows: ry for any fiscal year on account of--
"(3) SxPaa.aTs APPI.ICAiION POR HOSPITAL (A) payments made or to be made during

INSURANCE TAXES—In applying this subseo- such fIscal year from such Trust Fund with
tion with respect to— respect to Individuals who are entitled to

"(A) 'the tax Imposed by sectIon 311)1(b) benefits under title XVIII of the Social Be-
(or any amount equivalent to such tax), and curity Act solely by reason of paragraph (1),

"(B) so much of the tax Imposed by sec- ' (B) the additional administrative expenses
tlon 3201 as is determined at a rate not resulting or expected to result therefrom,
greater than the rate in effect under section and
3101(b). (C) any loss in Interest to such Trust Fund
the applicable contribution base determined resulting from the payment of those
under section 3121Lx)(2) for any calendar amounts,
year shall be substituted for 'contribution In order to place such Trust Fund In the
and benefit base (as determined under sec- same position at the end of such fiscal year
tlon 230 of the Social 'Security Act)' each as It would hare been In If this subsection
place It appears." had not been enacted.

(2) SectIons 3122 and 3125 are each f3)bqpoaaiAriox TO INDIVIDUaLS WHO AM
amended by striking "contribution and ben- paospxc'rin armicans amirncxaazzs zaam
'efit base Uniltatlon" each place It appears ox. STAT! ann wcai. coy qT WLOY-
and Inserting "applicable contribution base uzxr.—Section 226(g) oX the Social Seenrity
limitation".. Act 142 U.S.C. 4g)) Is amended—

Ic) EFTcrrVE DArE.—The amendments' (A) by redesignating clauses (1) through
made by this section shall apply to 1991 and (3) as clauses (A) through (C). respectively,
later calendar years. ' (B) by Inserting "(1)" alter "(g)", and
sac. 1U4L IXvmjmnC gCA5E VERMa p, (C) by adding at the end the following

AND APPUCATION or HOSPITAL is. new paragraph:
8UANCK TAX iO. ALL STATE AND "(3) The Secretary, In consultation with
IPCAL OMEN'T '' ' State and local governments, shall iwovlde

(a) Ix Qrwai—' '' procedca'es lgned to amure that vid-
(1) 'AP,Lzr.PmM Of "HOSPITAL xxsvnawcz uals who perform medicase qualified gov-

TAX—SectlOfl 3121LuX2) of the Internal ernment employment hi virtue of service
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described In section 2.1O(ali'fl are fully hi-
farmed with respect to (A) their eligibility
or potential eligibility inr kLa1 Insurance
benefits (based on such employment) twider
part A *1 title XVIIL (B) the re(iulrement-5
for nd conditions of such eligibility, and

'(C) the necessity at timejy application as a
condition of entitled wIder subsection
(bX2XC), giving particular attention to indi-
viduals who apply for an nnulty as- retire-
meat besft and whose eligibility for smh
the annuity or 'retirement benefit is based
on a disability.'. -

nOC. uaiS. MAA'TOY (Oi'FRA(E 1W (Y.RTAfl(
STATE AND LOCAL GOVERNM€ff €111-
PLOTIS WHO ARE NOT ?HUTRS (H'
A STATE ON LOCAL BETIREMINT
sywrF

(a) 'LOYHENT tre OASDL—
(1) Ii GERmas_—Psrav'aPh (7) of section

21a) of the Social Security Act (42 IL&C.
419(aX'l)) is

(A) by striking "or" at the, end of subpale-
gmph(D)

(B) by striking the semicolon at the end of
ad,paragraph (E) and Inserting ", or"; and

(C) by adding, at the end the following
new subparagraplt

"(F) service in the employ of a State
(her then the District of Columbia
Guam. or American Samoa), of any political
subdivision thereof, or of any iniaxnentalI-
t, of any one or c if the foregoing
which is wholly owned thereby, by an mdi-
vithu.] who is not a member of a retirement
stem (as defined In section 210(b)(4)) of
such State, political subdivision, or Instru-
mentality, excePt that the provisions of this
mbparagiiph shall not be applicable to
onice peel cnmed-

'(i),by an individual who is employed to
rElieve such Ividual from unemployment;

"(ii) in a hospital, home, or other institu-
tion by i:4t or Inmate thereof;

"(ill) by any individual as an employee
s-VIDE on a temix)rsrl basis In case of fire,
atorm. snow, earthquake, flood, or other
similar emergency;

"(lv) by an electias official or election
worker If the remuneration paid in a calen-
dir pear tee mdi service is less than $100;
or

"(v) by an employee In a position compen-
mind aely cit a fee ba which Is treated
izusuant to aAon 2IIIcN2XE) as a trade
or for, an- of inclusion of such'
fees In net earnings from seU-employment".

(3) Coxronxnic unExT.—Paragraph
(10) ci sectIon 210(a) of sach Act (42 USC.
410(al( 10)) Ia aidcf. In the matter follow-
ing subpagraph (B), by Inserting after
"ualvesalty" the foilONing: 'Sand such serv-
ice is not bCrvlce described In paragraph
(7)(F)".

tb) LOTMasT OHMS FICL—
(1) JJ IItL—PaNgr2ph (7) of jeclion

3121(b) ci the Internal Revenue Code of
1986 is amended—
(A) by lkthg "or" at the end of sutaara-

(B) by strklng thesemfcoion*ttheendof
subparagraph (El and Inserting ", or" and

(C) by adding at the end the folksw
new subparagraph: ,

"(F) service in the employ of a State
(other ttmn tim District of Coitunbis.,
Guam. or American Samoa). of any political
subdivision teof, or of any lastrtimentali-
ty of say one or rume ci the toi'egou*
which Is wholly owned therd)j. by en tech-
vidual who is not a member of a retirement
swtem '(as defined in section 2L8(bN4) of
the Social Security Act) of such State, polit-
ical subdivision, or Instrumentality, except
thet the prosislons of this subparagraph
shall not be applicable to service per-
formed—



H 10252
"(t) by an tndivldual who Is employed to

relieve such tndividual from unemployment;
"(II) in a hospital, home, or other Institu-

tion by a patient or inmate thereof;
"iiI) by any individual as an employee

serving on a temporary basIs in case of fire,
storm, snow, earthquake, flood, or other
similar emergency;

"(iv) by an election official or election
worker if the remuneration paid in a calen-
dar year for such service s less than $100;
Or

"(v) by an employee in a position compen-
sated solely on a fee basis which is treated
pursuant to section 1402(c)(2)(E) as a trade
or business for purposes of inclusion of such
fees in net earnings from self-employment;".

(2) CONFORMING AMENDMENT—Paragraph
(10) of section 3121(b) of such Code is
amended, in the matter following subpara-
graph (B), by inserting after university"
the following: 'and such service is not serv-
ice described in paragraph (7)(F)".

(c) MANDATORY EXCLUSION 0? CERTAIN EM-
PLOYEES FROM STATZ AGRzEq'rs.—Section
218(c)(6) of the Social Security Act (42
U.S.C. 418(c)(6)) is amended—

(1) by striking "and" at the end of sub.
paragraph (D);

(2) by striking the period at the end of
subparagraph (E) and inserting in lieu
thereof ", and"; and

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

"(F) 8ervice described in section
210(a)(7)(F) which is included as 'employ-
ment under section 210(a).".

(d) EFFECTIVZ DArz.—The amendments
made by this section shall apply with re-
spect to service performed after September
30, 1990.
SEC. 13344. INCREASE IN TIER 2 RAILROAD RETIRE-

MENI' TAXES.
(a) TAX ON EMPLoys.—Sutection (b) of

section 3201 of the Internal Revenue Code
of 1986 (relating to rate of tax) s amended
by striktng '4.90 percent" and inserting '5
percent".

(b) TAX ON EMPLOYEZ REPR5ENTATIVES._
Paragraph (2) of section 3211(a) of such
Code (relating to rate of tax) is amended to
read as follows:

(2) TIER 2 TAX.—In addition to other
taxes, there is hereby imposed on the
income of each employee representative a
tax equal to 15.05 percent of the compensa-
tion received during any calendar year by
such employee representative for services
rendered by such employee representative."

(c) TAX ON EMPLOYZRS._Subsection (b) of
section 3221 of such Code (relating to rate
of tax) s amended by 8triklng "16.10 per-
cent" and Inserting '16.4 percent".

(d) EFFECTIVE DATES.—
(1) IN citi..—Except as provided in

paragraph (2). the amendments made by
this section shall apply to compensation re-
ceived after December 31, 1990.

(2) EMPLOYER TAX.—The amendment made
by subsection (c) shall apply to compensa-
tion paid after December 31, 1990.
BEC. 133*. DEPOSITS OF PAYROLL TAXES.

(a) GE E.L—.Subsection (g) of section
6302 is amended to read as follows:

"(g) DEPosirs o Socu.x. SECURITY TAXES
AJD WrnmEu INCOME TAXEs—If, under
regulations prescribed by the Secretary, a
person is required to make deposits of taxes
imposed by chapters 21 and 24 on the basis
of eighth-month periods, such person shall
make deposits of such taxes on the 1st
banking clay after any day on which such
person has $100,000 or more of such taxes
for deposit.".

(b) TECHNIcAL AMENDMEIrr.—Paragraph (2)
of section 7632(b) of the Revenue Reconcili-
ation Act of 1989 is hereby repealed.

(c) EFFECTIVE DATE—The amendments
made by this section shall apply to amounts
required to be deposited after December 31,
1990.

PART 'TI—MISCELLANEOUS PROVISIONS
BEC. I331. OVERALL LIMITATION ON ITEMIZED DE-

DUCT'IONS.
(a) IN Giiiw.—Part I of subchapter B of

chapter 1 is amended by adding at the end
thereof the following new section:
SEC. $8. OVERALL LIMITATION ON ITEMIZED DE-

DUCT'IONS.

"(a) G1riE1w RUIJ—In the case of an in-
dividual whose adjusted gross income ex-
ceeds the applicable amount, the amount of
the itemized deductions otherwise allowable
for the taxable year shall be reduced by the
lesser of—

"(1) 3 percent of the excess of adjusted
gross income over the applicable amount, or

"(2) 80 percent of the amount of the item-
lzed deductions otherwise allowable for such
taxable year.

'(b) APPLICABLE AMouwr.—For purposes of
this section, the term 'applicable amount'
means $100,000 ($50,000 in the case of a sep-
arate return by a married individual within
the meaning of section 7703).

'(c) EXCEPTION FOR CERTAIN ITEMIZED DE-
DUCTIONS.—FOr purposes of this section, the
term 'itemized deductions' does not in.
dude—

"(1) the deduction under section 213 (re-
lating to medical, etc. expenses),

"(2) any deduction for investment interest
(as defined in section 163(d)), and

"(3) the deduction under section 165(a)
for losses described in subsection (c)(3) or
(d) of section 165.

"(d) COORDINATION WITH OTHER LIMITA-
TIONs—This section shall be applied after
the application of any other limitation on
the allowance of any itemized deduction.

"(e) EXCEPTION FOR ESTATES AND TRUSTS.—
This section shall not apply to any estate or
trust."

(b) COORDINATION WIm MINI,.fuM TAX.—
Paragraph (1) of section 56(b) s amended
by adding at the end thereof the following
new subparagraph:

"(F) SEcrI0N 68 NOT APPLICABLZ —Section
68 shall not apply."

(c) CLERICAL AMENDMENT—The table of
sections for part I of subch&pter B of chap-
ter 1 of such Code is amended by adding at
the end thereof the following new item:

"Sec. 68. Overall limitation on itemized
deductions."

(d) EFFECTIVZ DArE—The amendments
made by this section shall app'y to taxable
years beginning after December 31, 1990.
SEC. 13352. DISALLOWANCE OF DEDUCTION FOR IN-

TEREST ON UNPAID CORPORATE
TAXES.

(a) GENAL RUI..—Section 163 (relating
to interest) is amended by redesignating
subsection (k) as subsection (I) and by in-
serting after subsection (j) the foflowing
new subsection;

'(k) DISALLOWANCE 0? DEDUCTION FOR IN-
ItRXST ON UNPAID CoRPoJrz TAXES.—In the
case of a corporation, no deduction shall be
allowed under this subtitle for any interest
paid or accrued under subtitle F on any un-
derpayment of tax imposed by this title or
on any other liability arising under this
title."

(b) EmcTIvZ DATz.—The amendment
made by subsection (a) shall apply to inter-
est attributable to periods after December
31, 1990.

TITLE XI V—BUDGET PROCESS REFORM
SEC. 14001. TABLE OF CONTENTS.

TITLE XIV—BUDGET PROCESS
REFORM

Sec. 14001. Short title; table of contents.

October 16, 1990
Subtitle A—Amendments to the Balanced

Budget and Emergency Deficit Control
Act of 1985 and Related Amendments

PAJT I—AMEIDMEWrS TO THE BALANCED BUDGET
AND EMERGENCY DEFICIT CONTROL ACT 0? 1985

Sec. 14101. Sequestration.
PART II —RELATED AMNDMEWrS

Sec. 14111. Temporary Amendments to the
Congressional Budget Act of
1974.

Sec. 14112. Conforming amendments.
Subtitle B—Pernianent Amendments to the

Congressional Budget and Impoundment
Control Act of 1974

Sec. 14201. Credit Accounting.
Subtitle C—Social Security

Sec. 14301. Off-budget Status of OASDI
Trust Funds.

Sec. 14302. Protection of OASDI Trust
Funds.

Sec. 14303. Report to the Congress by the
Board of Trustees of the
OASDI Trust Funds Regarding
the Actuarial Balance of the
Trust Funds.

Sec. 14304. EffectIve Date.
Subtitle D—Treatment of Fiscal Year 1991

Sequestration
Sec. 14401. Restoration of Funds Seques-

tered.
Subtitle E—Government-sporisored

Enterprises
Sec. 14501. Financial Safety and Soundness

of Government-Sponsored En-
terprises.

Subtitle A—Amendments to the Balanced Budget
and Emergency Deficit Control Act of 1985 and
Related Amendments

PART I—AMENDMENTS TO THE BAL-
ANCED BUDGET AND EMERGENCY
DEFICIT CONTROL ACT OF 1985

SEC. 11101. SEQUESTRATION.

Part C of the Balanced Budget and Emer-
gency Deficit Control Act of 1985 (2 U.S.C.
901 et seq.) s amended to read as follows:
"SEC. 250. TABLE OF CONTENTS: DFIITIONS.

"(a) TABLE OF CoNJns.—
"Sec. 250. Table of contents; definitions.
"Sec. 251. Enforcing discretionary spending

limits.
"Sec. 252. Enforcing pay-as-you-go.
"Sec. 253. Enforcing deficit targets.
'Sec. 254. Reports and orders.
'Sec. 255. Exempt programs and activities.
"Sec. 256. Special rules.
'Sec. 257. The basellne.
"Sec. 258. Suspension in the event of war or

low growth.
"Sec. 259. Modification of presidential

order.
'(b) DINITIONS.—
As used in this part:

'(1) The terms 'budget authority, out-
lays', and deficit' have the meanings given
to such tenns in section 3 of the Congres-
sional Budget and Impoundment Contro'
Act of 1974 (but inc'uding the treatment
specified in section 257(b)(3) of the Health
Insurance Trust Fund) and the terms maxi-
mum deficit amount' and 'discretionary
spending limit' shall mean the amounts
specified in section 601 of that Act as ad-
justed under sectIons 251 and 253 of this
Act.

'(2) The terms 'sequester' and 'sequestra-
tion' refer to or mean the cancellation of
budgetary resources provided by discretion.
ary appropriations or direct spending law.

"(3) The term 'breach' means, for any
fiscal year, the amount (if any) by whcti
new budget authority or outlays for thai
year (within a category of discretionary ap
propriations) is above that category's discr
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tionary ea1Uig flmlt for new budget au-
thoilty or taya For t.Iat year, the case
suay be.

"(4) The term 'category means:
"(hi For fheal.years 1h91. 1992. and 1193.

y of U fs1lowtg subsets of discretionary
proprtk: delense. ernsLkxi&.. or
domestic Daeretlenary apmprIatlons to
the deteose eateory shalL be those so desig-
ted to the JOicL statement of nags' ac-
psnying the oonfereie report on the
Omnibus Budget RoooneIltiun Act of 1990.
Discretionary roprlaiions in the Interna-
tional category shall be those so deslgnat.ed
in the joint statement of managers a000ci-
poziying the Conference report on the Omiii-
bus Budget Reconcfliatlon Act of 1990. All
other discretionary appropriations shall be
in the domestic category. New aceounts or
activities shall be categorized In accordance
with the procedures set forth in section
1104 of tItle 31. united States Code.
Contributions to the United States to offset
the cost of operation desert shield are not
counted within any category.

"tB) For fiscal years 1994 aM 1995. all dis-
eretionary appropriations.

"(5) The term 'baseline' means the projec-
tion (described in section 257) of current-
year levels of new budget authority, outlays,
receipts, and the surplus or deficit into the
budget year and the outyears.

"(6) The term 'budgetary resources'
means—

"(A) with respect to budget year 1991, new
budget authority; unobligated balances; new
loan guarantee commitments or limitations;
new direct loan obligations, commitments,
or limitations; direct spending authority;
and obligation limitations; or

tB) with respect to budget year 1992,
1995, 1994, or 1995, new budget authority;
Imobhgated balances; direct spending au-
thm1ty and obligation limItations. -

"'17) The term 'discretionary appropria-
tions' means budgetary resources (e,ccept to
fund dfrect-spendthg programs) provided in
appropriation Acts.

'(8) The term 'direct spending" means—
"(A) budget anthority provided by law

other than appropriatLon Acts;
"(B) budget authority for mandatory ap-

proprlations and
"(C) the food stamp program.
(9) The term current means, with re-

spect to 0MB estImates Included with a
budget subrnissicm under section 1195(a) of
title 31, United States Code, the estimates
consistent with the economic Rand t,echni-
cal assumptions underlying that budget and
with respect to estimates made alter sub-
mission of the fiscal year 1992 budget that
are not Included with a budget suinnieslon,
estimates consistent with the economic and
tech_nical assumptions underlying the meat
recently submitted President's budget.

"(10) The term 'real economic growth'.
with respect to any fiscal year. means the
growth In the gross national prOduct during
such fiscal year. adjusted for Inflation, con-
sistent with Department of Commerce defi-
nitions.

"(U) The sale of an asset means the sale
to the publlcof—

'(A) any financial asset sold in fIscal year
1991,

"(B) any flnn1 asset other than a loan
asset sold after fIscal year 1991, or

"(C) any physical asset other than one
produced on a current basis,
except any asset acquired by the Qovemn-
meni under an Insurance program or as a
result of a defanit under £ loan or loan-
guarantee program.

'(12) The term 'Prepayment of a loan'
means pa,ycants to the United States made
In advance of the slowest payment schedule
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allowed or set by law or contract when the
fIW.le1 p first acquired,

"'(13) The 'aeeis' means an Mew
for which appropriatlaw e undo Ui any
propr Act and, for Items not proetd-
ed for in apprrn1atjon Acts, h term
meane an Item for which there is designat-
ed budget meozmt Identthcatisn code
mimber in the Piesident', budget.

'?a4) The term 'biet year' nxn, with
respect to a session of O,ngrem. the fiscal
gearof the Government that starts on Octo-
ber 1 of the es,sr year in which that ses-
sion begins.

"(IS) The jesus 'current year' means, with
respect to a budget year, the fiscal year that
im7mdtate1y precedes that budget year.

"(16) The term 'outyear' means, with re-
,ect to a budget year. any of the fiscal
years that follow the budget year through
fiscal year 15.

"Cr7) The term '0MB' means the Director
of the Office of Management and Budget.

"'(1) The term 'CBO' means the Director
of the Congressional Budget Office.
"C. 251. ENFORCING DISCRF10NARY 'END1NG

Lmrrs.
"(a) Fiscal Years 1991-1995 Enforce-

ment.—
"11 SEQeasmsnon.—Wlthin 15 calendar

days after Congress adjourns to end a sea-
zion, there shall be a sequestration to elimi-
nate a budget-year breach, if any, within
any category.

"(2) 1Imlnattng a breach.—Each non-
exempt auunt within a category shall be
reduced by a dollar amount calculated by
multiplying the enacted level of sequestra-
ble budgetary resources in that account at
that time by the uniform percentage neces-
sary to eliminate a breach within that cate-
gory; eacept that the health programs set
forth in sectIon 256(e) shall not be reduced
by more than 2 percent and the uniform
percent applicable to all other programs
under this paragraph shall be Increased (if
necessary) to a level sufficient to eliminate
that breach. If, within a category, the dis-
cretionary spending limits for both new
budget antliority and outlays are breached,
the uniform percentage shall be calculated
by-

"(A) first, calculating the uniform per-
centage necessary to eliminate the breach In
new budget authority, and

"(B) second, If any breach In outlays re-
mains, Increasing the uniform percentage to
* level sufficient to eliminate that breath.

"(3) Mmn'ana- rsssonw—1I the Presi-
uses the authority to exempt any miii-

tsry personnel fi sequestration under
metion 5th). earth account within sobfunc-
tional category 051 other than those seth-
tery pereI acmourita for which the au-
thority provided uraler section 255(h), has
been exesuised zisali be further reduced by a
dollar amcunt calculated by multiplying the
enacted level of non-exempt budgetary re-
sources In that account at that time by the
uniform percentage necessary to offset the
total dollar amount by which ouUay. are
not redtmed In military personnel accounts
by reason of the me of such authority.

"(4) PART-YEAR APrSOPRLAT1O5r5.—tf, on the
date ecifled to paragraph (1). there Is in
effect an Act making or continuing appro-
priations for part of a fiscal year for any
ann-exempt budget aunt then-

"(A) the enacted amount in that ount
altau be ded to be the annualiaed
amount otwise available by law; and.

"(B) the dollar aegoestrstlon calculated
that account under paragraphs (2) and

(3) simli be subtracted from—
(i) the amessAised amount otherwise

available by law in that account ui- that
or $ oubeequent pert-year wproprlatáon
and
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"th) when a full-year appropriation for

that account Is enacted, F r the amount
otherwise provided by the full-year apise-
prtatios

"(5) Looa-asca.--1f, after the date aped-
fiad in paragraph (Il, an appropriation for
the fiscal year to proc.. Is enected that
causes a breach within a category for that
year (after takIng Into account any seques-
tration of smowits within that category),
the dIscretionary apending limits for that
category for the nest fIscal year shall be re-
duced by the amount or amounts of that
breach.

"(6) 0MB ssTIHAras.—Within 5 calendar
days alter the enactment of any discretion-
ary appropriatIons, 0MB shall publish In
the Federal Register an estimate of the
amount of discretionary new budget author-
Ity and outlays for the current year (if any)
and the budget year provided by that legis-
lation. 0MB shall use those published esti-
mates for the yurpes of this subsection.

'(b) Ansusvssirrs To Discaz'nosairr
B,mraiso Lrzrrs.—( 1) When the President
subsufta the budget under section 1105(a) of
title 31, United States Code, for budget year
1992, 1993, 1994, or 1995 (except as other-
wise IndIcated), 0MB shall calculate (In the
order set forth below), and the budget shall
Include, adjustments to detionary spend-
lug lImits (and those limits as cumulatively
adjusted) for the budget year and each out-
year through 1995 to reflect the foflowlng

"(A) Cnaimxs in cowcep'rs AND serial-
TTONS.—The adjustments produced by the
amendments made by subtitles A and B of
title XIV of the Omnibus Budget Reconcili-
ation Act of 1990 or by any other changes in
concepts and definitions shall be the base-
line levels of new budget authority and out-
lays using current concepts and definitions
minus those levels using the ooncepts and
definitions In effect before such changes.

"(B) CHANGES IN INFLAfl0N.—(i) For a
budget submitted for budget year 1992 or
1993, the adjustments produced by changes
In Inflation shall be the levels of discretion-
ary new budget authority and outlays In the
baseline (calculated using current estimates)
subtracted from those levels In that baseline
recalculated with the baseline inflators mul-
tiplied by the Inflation adjustment factor
computed under clause (LI).

"(Al) For a budget year the inflation ad-
justment factor shall be the ratio between
the level of cumulative inflation measured
for the fIscal year most recently completed
and the applicable estimated level for that
year set forth below:

"For 1990, 130.3.
"For 1991. 137.1.
"For 1992, 142.7.
"For 1993, 1474.

Cumulative Inflation shall be measured by
the Index of the fIscal year average of the
estimated grom n,.tiI product implicit
price deflator, 'with the calendar year 1999
Index eqnai to 100.0.

"(C) Car rimirm—For a budget
wiItted for budget year 1993 or 1994. the
adjustments prodoned by remilmates to
costs of Federal credit programs shall be,
tar any such program, a cusTent estimate of
new budget authority and outlays amoclat-
ed with a ellae projection of the prior
pear's han lavet for that program
minus the bsoel projection of the prior
pear's new budget authority and amoesated
cut&ay for that program.

(2) When 0MB sLlts a sequestration
report ureter section 254(e) fur til year
1991. IIL 1193, 1994, or 1995 (except as
otherwise todhated), 0MB stial) calculate
(In the order set forth below), and the se-
qts-atAco report and subsequent budgets
submitted by the Piderit under lon
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1105(a) of title 31, United States Code, shall
include, adjustments to discretionary spend-
ing limits (and those llmtt.s as adjusted) for
the fiscal year nd each succeeding year
through 1995, as follows:

"(A) IRS FUNDING.—To the extent that ap-
propriations requested by the President are
enacted that provide additional new budget
authority or result In additional outlays (as
compared to the summer 1990 CBO base-
line) for the Internal Revenue Servtce com-
pllance initiative In any fiscal year, the ad-
justments for that year shall be those
amounts, but shall not exceed the amounts
8et forth below:

"For fIscal year 1991, $191,000,000 In new
budget authority and $183,000,000 In out-
lays.

"For fIscal year 1992, $172,000,000 In new
budget authority and $169,000,000 In out.
lays.

'For fiscal year 1993, $183,000,000 In new
budget authority and $179,000,000 In out-
lays.

"For fiscal year 1994, $187,000,000 In new
budget authority and $183,000,000 In out-
lays.

"For fiscal year 1995, $188,000,000 in new
budget authority and $184,000,000 In out-
lays.

'(B) DEBT ?ORGIVZNEss.—U In calendar
year 1990 or 1991 an appropriation Is en-
acted that provides debt rellef proposed by
the President and approved by the Con-
gress, the adjustments shall be the estimat-
ed costs of that forgiveness, but shall not
exceed the amounts set forth below:

'For fiscal year 1991, $157,000,000 In new
budget authority and $207.000,000 In out-
lays.

"For fiscal year 1992, $177,000,000 In new
budget authority and $294,000,000 In out-
lays.

"For fiscal year 1993. $205,000,000 In new
budget authority and $361,000,000 In out-
lays.

"For fIscal year 1994, $246,000,000 In new
budget authority and $448,000,000 In out-
lays.

"For fiscal year 1995, $300000,000 In new
budget authority and $522,000,000 In out-
lays.

'(C) IMF P'umnNo.—If, for fiscal year
1992, 1993, 1994, or 1995, an appropriation is
enacted that provides amounts for a quota
Increase to the International Monetary
Fund, the adjustment shall be the amount
provided.

"(D) EMERGENCY APPR0pRIATI0NS.—If, for
fiscal year 1991, 1992, 1993, 1994, or 1995,
appropriations are enacted that the Presi-
dent determines are for emergency pur-
poses, the adjustment shall be the total of
such appropriations determined to be for
emergency purposes and the outlays flowing
In all years from such appropriatftons.

"(E) 8PcIAL ALI.OWAIWE FOR NEW BtJDGET
AUTH0RITY.—I1, for fiscal year 1991, 1992, or
1993, the amount of discretionary new
budget authority provided In appropriation
Acta exceeds the discretionary spending
limit on new budget authority for any cate-
gory for a fiscal year, the adjustment is the
amount of the excesa, but not to exceed 0.2
percent of the sum of the adjusted discre-
tionary Bpendlng limits on new budget au-
thority for all categories for that year. How
ever, the sum of special allowance adjust-
ments In all categories for that year shall
not exceed 0.4 percent of the sum of the
limits on new budget authority for all cate-
gories for that year. Adjustments that
would exist but for the preceding sentence
shall be reduced by the uniform percentage
necessary to comply with that sentence.

"(P) Scz otrry Au.owsuqcL—U In any
fiscal year except 1991 outlays for a catego-
ry exceed the discretionary spending limit
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for that category but new budget authority
does not exceed its limit for that category
(after application of the first Step 01 a se-
questration described In subsection (a)(2), if
necessary), the adjustment is the amount of
the excess, but not to exceed $2,500,000,000
In the defense category, $1500000000 In
the International category, or $2,500,000,000
In the domestic category (as applicable) In
fIscal year 1992 or 1993, and not to exceed
$8,500,000,000 In fiscal year 1994 or 1995.

'(c) APPLICABILITY OF ADJUSTED LIMFrS.—
Discretionary spending limits as adjusted by
this section shall be cOnsidered to be the ap-
plicable limits for all purposes of this Act.
8EC. 252. ENFORCING PAY-AS.YOU-GO.

"(a) FIscAl. Ys 1992-1995 ENFORcE-
Mm—The purpose of this section is to
assure that any legislation (enacted after
the date of enactment of this section) af-
fecting direct spending or receipts that In-
creases the deficit In any fiscal year covered
by this Act will trigger an offsetting seques-
tration.

'(b) SEQtEsmATI0N; LOOK-BACK.--On Oc-
tober 15 of each fiscal year, there shall be a
sequestration to offset the amount of any
net deficit increase in that fiscal year and
the prior fiscal year caused by all direct
spending and receipts legislation enacted
after the date of enactment of this section
(after adjusttng for any sequestration of
direct spending accounts in a prior year).
0MB shall calculate the amount of. deficit
increase, 11 any, in those fIscal years by
adding-

"(1) all estimates of direct spending and
receipts legislation published under subsec-
tion (e) appllcable to those fIscal years.
except that any amounts included In such
estimates resulting from full funthng of, and
continuation of, deposit Insurance law in
effect on the date of enactment of this sec-
tion shall not be included in the addition;
and

'(2) the estimated amount of savings in
direct spending programs applicable to
those fiscal years resulting from the prior
year's sequestration under this section or
section 253, 11 any, as published in OMB's
October 15 sequestration report for that
year.

"(c) ELIMINATING A DIc1T Iiqciz*sz.—(1)
The first $5,000,000,000 required to be se-
questered in a fIscal year under subsection
(a) shall be obtained from non-exempt
direct spending accounts. Half of any re-
mathing amounts required to be sequestered
in that fiscal year, 11 any, shall be obtained
from such accounts and half from non-
exempt discretionary appropriation ac-
counts.

"(2) Actions to reduce direct spending ac-
counts shall be taken in the following order

"(A) FsT.—All reductions in automatic
spending increases specified in section
256(a) shall be made.

"(B) 8icoID.—I1 additional reductions in
direct spending accounts are required to be
made, the maximum reductions permissible
under sections 256(b) (guaranteed student
loans) and 256(c) (foster care and adoption
assistance) shall be made.

"(C) Tguu.—U additional reductions in
direct spending accounts are required to be
made, each remaining non-exempt direct
spending account shall be reduced by the
uniform percentage necessary to make the
reductions in direct spending required by
paragraph (1); except that the medicare
programs specified in ect1on 256(d) shall
not be reduced by more than 4 percent and
the uniform percentage applicable to all
other direct spendtng programs under this
paragraph shall be increased (if necessary)
to a level sufficient to achieve the required
reduction in direct spending.
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'(3) Each non-exempt discretionary ap-

propriation account shall be reduced by the
uniform percentage necessary to make the
reductions in discretionary appropriations
required by paragraph (1): except that the
health programs set forth in section 256(e)
shall not be reduced by more than 2 percent
and the uniform. percent applicable to all
other programs under this paragraph shall
be Increased (if necessary) to a level suff i-
cient to eliminate that breach: except that
adjustments shall be made if any military
personnel are exempt under the procedure
set forth in section 251(a)(3).

"(4) For purposes of this subsection, ac-
counts shall be assumed to be at the level in
the baseline.

'(d) PART-YZAR APPROPflIATIONS.—If, on
October 15, there is in effect an Act making
or continuing appropriations for part of a
fiscal year for any non-exempt budget ac-
count, then the dollar sequestration calcu-
lated for that account under subsection (c)
shall be subtracted from—

'(1) the annualized amount otherwise
available by law in that account under that
or a subsequent part-year appropriation:
and

(2) when a full-year appropriation for
that account is enacted, from the amount
otherwise provided by the full-year appro-
priation; except that the amount to be sub-
tracted from that account shall be reduced
(but not below zero) by the savings achieved
by that appropriation when the enacted
amount is less than the baseline for that ac-
count.

•
'(e) 0MB EsrIMATES.—Within 15 calendar

days after the enactment of any direct
spending or receipts legislation enacted
after the date of enactment of this section,
0MB shall publish in the Federal Register
an estimate of the amount of change in out-
lays or receipts, as the case may be, in each
fiscal year through fiscal year 1995 result-
ing from that legislation. Those estimates
shall be made using current economic and
technical assumptions.
8EC. 23. ENFORCING DEFICIT TARGETS.

"(a) SEQUEsTRATI0N.—On October 15 of
each fiscal year, after any sequestration re-
quired by section 252 (pay-as-you-go), there
shall be a sequestration to eliminate the
excess deficit (if any remains) if it exceeds
the margin. The excess deficit is the
amount, if any, by which the estimated defi-
cit for the budget year exceeds the maxi-
mum deficit amount for that year minus the
deposit Insurance reestimate for that year,
if any, calculated under subsection (h).

'(b) ESTIMAT!D DEFICIT, MARGIN.—
"(1) EsTIMATED DE,IcIr.—The estimated

deficit for the budget year is the baseline
deficit for that year on the applicable snap-
shot date minus any reductions required to
be made under section 252, except that for
purposes of estimating the deficit, outlays
for discretionary appropriations shall be as-
sumed to be at the discretionary spending
limits set forth in the most recent Presi-
dent's budget submitted under section
1105(a) of title 31, United States Code, for
that year, rather than at baseline levels.

'(2) M*,GIN.—The 'margin' for fiscal year
1994 or 1995 Is $15,000,000,000 minus any
outlay adjustments for that year under sec-
tion 251(b)(2)(AXii).

"(c) DIVIDING THE SEQUE5TRATION.—TO
eliminate the excess deficit in a budget year.
half of the required outlay reductions shall
be obtained from non-exempt defense ac-
counts (accounts designated as function 050
in the President's fiscal year 1991 budget
submission) and half from non-exempt. non
defense accounts (all other non-exempt a.
counts).
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"(d) DErFisE.—Each non-exempt defense

account shall be reduced by a dollar amount
calculated by multiplying the baseline level
of sequestrable budgetary resources In that
account at that time by the uniform per-
centage necessary to carry out subsection
(cX2), except that adjustments shall be
made If any military personne) are exempt
under the procedure set forth in section
251(a)(3).

"(e) NoN-DEmsL—Actjons to reduce non-
defense accounts shall be taken in the, fol-
lowing order

"(1) FIRST.—All reductions in automatic
spending increases under section 256(a)
shall be made.

"(2) 8cotm.—If additional reductions in
non-defense' accounts are required to be
made, the maximum reduction permissible.
under sections 256(b) (guaranteed student
loans) and 256(c) (foster care and adoption
asaistance) shall be made.

fl(3) Tanw.—If additional reductions in
non-defense accounts are required to be
made, each remaining non-exempt, non-de-
fense account shall be reduced by the uni-
form percent.age necessary to make the re-
ductions in non-defense outlays required by
subsection (cX2), except that,-.

"(A) the medicare program specified in
section 256(d) shall not be reduced by more
than 2 percent in total including any reduc-
tion of less than 2 percent made under sec-
tion 252 or, If it has been reduced by 2 per-
cent or more wider section 252. it may not
be further reduced under this section; and

"(B) the health prograns set forth in sec-
tion 256(e) shall not be reduced by more
than 2 percent in total (including any reduc-
tion made under section 252).
and the uniform percent applicable to all
other programs under, this subsection shall
be increased (if necessary) to a level suffi-
cient to achieve the requfred reduction in
non-defense outlays.

"(f) BAsELINZ AssumpTioNs: PART-YEAR Ap.
POPRIATION8.—

"(1) Butxrr AssuMpTloNs.—Por purposes
of subsections (c), (d), and (e), accounts
shall be assumed to be at the level in the
baseline.

"(2) PAJrr-y* APPB0PRIATI0NS.—If. on Oc-
tober 15. there Is in effect an Act making or
continuing appropriations for part of a
fIscal year for any non-exempt budget ac-
count, then the doUar 8equestration caicu-
lated for that account under subsection (d)
or (e), as applicable, shall be subtracted
from—

"(A) the annualized amount otherwise
available by law in that account under that
or a subsequent part-year appropriation;
and

"(B) when a full-year appropriation for
that account Is enacted, from the amount
otherwise provided by the fuU-year appro-
priation; except that the amount to be se-
questered from that account shall be re-
duced (but not below zero) by the savings
achieved by that appropriation when the
enacted amount Is le8s than the baseline for
that account.

"(g) ADJUSTMErrS TO MAXIWUM DEFIcIT
AMotnqTs.—

"(1) Az.,usrzwrs.—
"(A) When the President 8ubmlts the

budget for fiscal year 1992. the maximum
deficit amounts for fiscal years 1992, 1993,
1094, and 1995 shall be adjusted to reflect
up-to-date reestimates of economic and
technical aaumptions and any changes in
concepts or definitions. When the President
submits the budget for fIscal year 1993, the
maximum deficit amounts for fiscal years
1993, 1994, and 1995 shall be further adjust-
ed to reflect up-to-date reéstirnates of eco-
nomic and technical a8sumptions and any
changes in concepts or definitions.
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"(B) When 8ubmltting the budget for

fiscal year 1904. the President may choose
to adjustthe maximum deficit amounts for
fIscal years 1004 and 1995 to reflect up-to-
dite reestlmates of economic and technical
aumptions and any changes in concepts or
definitions. U the President chooses to
adjust the maximum deficit amount when
submitting the fiscal yeRr 1994 budget, the
President may choose to invoke the same

• adjustment procedure when submitting the
budget for fiscal year 1995. In each case, the
Piesdent must choo8e between making no
adjustment or the full adjustment described
in paragraph (2). If the President choo8es to
make that full adjustment, then those pro-
cedures for adjusting discretionary spending
limits described in sections 251(b)(1XB),
251(b)(1XC), and 251(bX2)(E), otherwise ap-
pllcable through fIscal year 1003 or 1004 (as
the case may be). shall be deemed to apply
fOr fIscal year 1994 (and 1005 If applicable).
Each adjustment shall be made by increa-
ing or decreasing the maxiwnum deficit
amounts set forth in section 601 of the Con-
gressional Budget Act of 1974.

"(2) CALCULATIONS Or AD.TUSTMENTs.—The
required increase or decrease shall be calcu-
lated as follows:

"(A) The baseline deficit or surplus 8hall
be calculated using up-to-date economic and
technical assumptions, using current con-
cepts and definitions, and for the levels of
discretionary appropriations, using the dis-
cretionary spending limlt8 set forth in sec-
tion 601 of the Congressional Budget Act of
1914 as adjusted under section 251.

"(B) The net deficit increase or decrease
caused by all direct spending and receipts
legislation enacted after the date of enact-
ment of this section (after adjusting for any
sequestration of direct spending accounts)
shall be calculated for each Ilscal year by
adding-,

"(i) the estimates of direct spending and
receipts legislation published under section
252(e) applicable to each such fiscal year
and

'(jj) the estimated amount of 8avlngs In
direct spending programs applicable to each
such fIscal year resulting from the prior
year's 8equestration under this section or
settion 252 of direct spending, if any, as
published in OMB's ftnal sequestration
report for that year.

"(C) The amount calculated under sub-
paragraph (B) shall be subtracted from the
amount calculated under subparagraph (A).

'(D) The maximum deficit amount set
forth in section 601 of the Congressional
Budget Act of 1974 shall be subtracted from
the amount calculated under subparagraph'
(C).

"(E) The amount calcu]ated under sub-
paragraph (D) Bhall be the aniount of. the
adjustment required by paragraph (1).

'(h) TwrMzq or DZPOSIT IN5URMWL—
"(1) INITIAL, £8 xA—The Initial esti-

mates of the net costs of federal deposit In-
surance (assuming full funding of, and con•
Unuation of, existing law) are aa foUows:

Por fIscal year 1992, $77,700,000,000.
Por fIscal year 1993, $18,800,000,000.
"For fIscal year 1904, —$54,200,000,000.
"For fIscal year 1005, —$45.$00,000,000.
'(2) RKxsTwAs.—For any fIscal year,

the amount of the reestimate of deposit in-
surance dosts shall be calculated by sub-
tracting the amount set forth In paragraph
U) for that year from the current estimate
of deposit inaurance costs (but assuming full
funding of. and continuation of, depoat in-
surance law in effect on the date of enact-
ment of this section).
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SEC. 254. REPORTS AND ORDERS.

'(a) ThirrAszz.—The timetable with re-
spect to this part for any budget year Is as
follows:

Action to be mpleted:
Lock In 0MB estimatIng

ft8U!flptIOflB.
Initial snapshot.
Sequester preview

report:
Final snapshot.

Pay-as-you-go and defi-
cit 8equester reports:
Presidentlai Order.

Discretionary eguester
reports: Presidential
Order.

30 Days later_...... OAO compltance report
If any date specified in this section falls on
a Sunday or legal holiday, then the require-
ment. for that date 8hall be considered to
fall on the following day.

'(b) Pa-As-You-Oo AND DEFICIT SEQUES-
TRATION PREVIEW RIpoRTs.—

'(1) Rpoirnc REQuI PNT.—On the
date specified in subsection (a), 0MB and
CBO shall each Issue a preview report re-
garding pay-as-you-go and deficit sequestra-
tion to the President .nd the Congress
based on laws enacted through the Initial
snapshot date.

0(2) PAY-As-You-Go 5!QUSTRATION P1E-
vxEw.—The reports referred to in paragraph
(1) shall Bet forth, for the current year and
the budget year. estimates for each of the
following

"(A) The amount of net deficit increase or
decrease, if any, calculated under subsection
252(b).

'(B) A list identifying each law enacted
after the date of enactment of this section
included4n the calculation of the amount of
deficit increase and 8peclfying the budget-
ary effect of each such law.

(C) The sequestration percentage or (if
the required 8equestration percentage Is
greater than the maximum allowable per-
centage for medicare) percentages necessary
to eliminate a deficit increase under section
252(c).

"(3) Dncrr 5!QUESTRATION PREVIEW.—
The reports refened to in paragraph (1)
shall set forth for the budget year estimates
for each of the foUowing

"(A) The maxtthum deficit amount, the es-
timated deficit calculated under section
253(b). the excess deficit, and the margin.

"(B) The reductions required under sec-
tion 252. the excess deficit remaining after
those reductiona have been made, and the
reductions required from defense accounts
and the reductions required from nonde-
tense accounts.

"(C) The sequestration percentage neces-
8*17 to achieve the required reduction in de-
fense accounts under section 253(d).

"(D) The reductions required under aec-
tions 253(eXl) and 253(eX2).

"(E) The sequestration percentage neces-
8*17 to achieve the required reduction in
non-defense accounts under section
253(eX3).
The reports shall explain the differences (if
any) between 0MB and CBO estimates for -
each item set forth in this subsection.

"(C) NorIricanoN RLGARDINO Mzumiy
PzRsoNNI..—On or before the Initial snap-
shot date epecified in iubsection (a). the
President thalI notify the Congress if he in-
tends to exercise flexibility with respect to
military personnel accounts under section
255(h).

"(d) PAY-As-You-Oo a,m Dmcrr SEQUES-
TRATION Rowr, PRESIDEcT1AL 0RD1L—

"(1) PAy-As-YOU-co AND DEFICIT 5EQUESTRA-
now apoar.—On the date specified in sub-
aection (a), 0MB and CBO shall each Issue

"On or before:
First Monday In Febru-

*ry.
August
August 20_............_.

Latest paesbIe date
before October 15.

October 15..._.................

WithIn 15 days &fter
end of aeasion.
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a pay-as-you-go anX deficit sequestration
report, updated te refleet ?aws en.cted
throtigh the final naphot date, containing
all of the information required In the pay.
as-you-go and deficit sequestrath,n preview
report. In addition, these reports shall con-
tain, for the budget year, for each non•
exempt account subject to seuestraton, es-
timates of the baseline level of sequetrabIe
budgetary resources and resulting outlays
and the amount and percentage of budget-
ary resources to be sequestered and rewit-
ng ouUay reducUons. The reports shall also
contain estimates of the effects on outlays
ot the sequestration in each out.year
through 1995 for direct spending programs.
The reports shall explain signficari differ-
ences (if any) between OMI and CBO esti-
mates for each such account.

"(2) PREStDEJTtAL 0RDER.—Ofl the date
specified in subsecUon Ca), if in its pay-as-
you-go and deficit. seque.tration report
0MB estimates Urnt any sequestration Is re-
quired, the President shall issue an order
fully trnp1ementhg without change all se-
questrations required by 0MB calculations
et forth In that report. This order shall be
effective m Issuance.

'ge) Disc QWAR'Y SEQtTESThnTION
Rtpoz; PRtsIDLJCflAI. ORDER.—

'(l) DIscR-rIoNARY SEQUESTRATION
REPoRT—Within 5 days alter Congress ad-
journs to end a session, 0MB and CBO stall
each issue a dLcretIonary sequestratki
report to the President and the Congress
setting forth estimates for each o the fol-
lowing:

"(A) For the currerL year and each subse-
quent year through 1995 the applicaUe dis-
crUonary spending limits for each category
and an explanation of any adjustments in
such limits under section 251.

'(B) For the current year and the budget
year the estimated new budget authority
and outlays icr each category and the
breach, if any, In each category.

"(C) For each. category fr which a seques-
tration s required, the seuestraUon per-
centage necessary to achieve the reçuired
reduction.

'(D) For the budget year, !or each non-
exempt account subJect to sequest.ratAon. es-
timate-s of the enacted level a! sejuestrable
budgetary resources and resulting outlays
and the amount of budgetary resources to
be seque,sterd and resuiting outlay redue-
ttons, and an explanaUon of significant dif-
ferences, f any, between OMB and CBO es-
timates for each such account.

"(2) PRE5IDEWrmI. oRDR.—On the date
specified In subsection (a), 11 in its dicre
tiolTary sequestration report 0MB estimates
that any sequestration is required, the
President shall issue an order fully impe-
rncnting without change all sequezt.raUons
required by CMB cn1cuIation set forth In
that report. This order shaU be effective on
issuance,

'(f) GAO COMPLIANCE RPoT—0 the
thte specified In subsection (a), the Comp-
troJier General shall submit to the Congress
and the President a report on—

'(1) the extent to which each order issued
by the President under this section compfles
with all or the requirements contained in
this part, either certifyIng that the order
fully and accurate'y comphe5 with such re-
quirements or indicating the respects in
which it does net; and

(2) the extent to w1ich each re!Jort
Iued by 0MB or CBO under this section
eompies with afl of the requirements con-
tained in this part, either certifying that
the report fully and accuratey complies
with such requirements or Indicating the re-
spects in which it does not.

g) Low-GiowTii Rn'oRT.—At ai,y time.
CBO shall notify the Cbngres if—
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"Cl) during the period consisting of t.be

quarter durmg which such notification is
given, the quarter preceding such notifica-
Uon, and the 4 quarters following such noti-
fication, CBO or 0MB ha. determined that
real economic growth Is projected or eti-
mated to be less than zero with respect to
eacti of any 2 consecutive quarters within
such per1od or

(2) the Department of Commerce ad-
vance report.s of actual real economic
gTowth or any subeciuent revision thereaf)
indicate that. the rate of real economic
growth for each of the most recently report-
ed quarter and the immedat.eiy reeedtng
quarter tt less than one percexit

(h) ECONOMIC AND TECHNICAl. AS5UMP-
TI0N5.—In aU reports required by this sec-
LIon, 0MB shall use the same economic and
techncaI as&imptlons as used in the most
recent budget submitted by the President
under section 1105(a) of tit}e 31, UnIted
States Code.

i) Puwrrc o RroRTs.—Each report
submitted under this sectJon s1all be sub-
rnitted to the Federal Register on the day
that It is issued and printed on the fothywmg
day.
'SEC. 2 EXEMPT PRO(RAMS AND ,tCflVtl'IES.

(a) SOcIAL SEcuRITY BENyrTs il TIER I
RAILROAD RETIREMENT BL'ITs.—Belef its
payable under the old-age, survivors, and
disability Insurance program established
under titde II of the Social Security Ant. or
in benefits payable under section 3(a),
3f)(3), 4(a). or 4(f) of the Railroad ReUre-
menL Act of 1974. shall be exempt from re-
duction under any Qrder tsued under this
part.

(b) NET INTEREsT—No reduction of pay-
ments for net interest (all of major func-
tional category 900) staU be made under
any order issued under this part.

'(c) VErRANs iis.—The following
progmms snaIl be exempt from reduction
under any order issued under this part:

NaLional Service Life Insurance Fund (36-
81324-7-701);

Servtce-Disabled Veterans thzurance Fund
(36-4012-0-3-701);

Veterans SpecLal Life Insurance Fund (36-
8455-0-8-701),

Veterans Reopened Insurance FUnd (36-
4010-3-701);

United States Government Life Insurance
Fund (36-8150-0-7-701);

Veterans Insurance azd Indemnity (6-
0120-0-1-701).

Special Therapeutic and Rehabilitation
Activities Fund (36-4048-0-3-703);

Veterans' Canteen 5cr-vice RevQlvfng
Fund (36-401-0-3-705):

Benefits under chapter 21 of title 3.8,
United States Code, relating to speclafly
adapted housing and mortgtge-protectIon
life Insurance for certain veterans with serv-
ice-connected disabilities (3-O2 3.1-7O2)

Benetit.s under section 90'? -Cf tItle 38,
United States Code, relating to buraJ bene-
fits for veterans who die as a result of serv-
ice-connected disability (3(3-0 155.0-1-701);

Benefits under chapter 39 of title 38,
United States Code, r1attng to automobiles
and adaptve equipment for certain disabled
and members of the Armed Forces (36-0137-
0- 1-7(2);

Veterans' cornpensaion (3.6-0153-0-1-701);
and

Veterans pensions (36-0154-0-1-701).
'(d) EARrJED INCOME TAX CRIr—Pay-

rnents to individuals made pursuant to see-
ton 32 of the Internal Revenue Code of
1954 shall be exempt from reduction under
any order issued under this part.

"(e) TREATMEc'r O' PAYMENTS ANIY AD-
VA1CES MAnE WITH REsPECT TO U?rpLOY-
qr CoMP5AToN PR0CRAM5.—For pur-
poses of this part—
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'(1) any amount paid as regidar unem-
ployment compensation by a-State from Its
account in the Unemployment Trust Fund
estabIished by sect.ou 904Ca).of the Social
Security Act),

(2) any advance made to a State from the
Federal unemployment account. (estb1ished
by section 904(g) of such Act) under title
Xii of such Act and any advance appropri-
ated to the Federal-uncmploymert account
pursuant to section 1203 of such Act, and

'(3) anypayrnent made from the Federal
Employees Compensation Account as estab-
lished under section 909 f such Act) for the
purpose of carrying Out chapter 85 of title 5.
United StaLes Code, and funds apTopnated
or Lran.sferred to or otherwise deposited in
such Account,
shall be exempt from reduton under any
order issued under this part

'(f) Low-INcoMe PROGRAMS—The follow-
ing programs shall be exempt from reduc-
don under any ordcr issued under this part:

Aid to famihes wtth dependent chikiren
('15-0412-0-1—609);

Child nutrition (12-3539—O—1—605E
Commodity supplementaf toed program

(12-3512-0—1—605);
Food stamp programs (12-3505-0—1-605

and 12-3550-0-1-605);
Grants to States for Medicaid (75-4)512-0-

1—551);
Supplemental Security Income Program

(75-0406-0-1—609); and
Women, infants, and children program

(12-3510—0—1—605).
"(g) NoN-DKYs UIOBL1CATD B.L-

ANcEs.—Unobllgated balances of budget au-
tliority carried over from prior fiscal yezrs.
except baImces in the defense category,
shall be exempt from reduction under any
order Issued under this part.

'(h) OrnoAL En'TIo OP MILITARY
PRSoNL.—

"(1) The President may, with respect to
any military personnel account, exempt
that account froni sequestration or provkle
for a lo'er uniform percentage reduction
than would otherwise apply.

(2) The President may not use the au-
thorfty provided by paragraph (1) unless he
notifies the Congress of the manner in
which such authority will be exercised on or
before the initial snapshot date for the budg
et year.

(i) 0rnn PROG1RMS AflD AcrlvrrrFs.—
'1) The following bidget accounLs and

activities shall be exempt from rednetion
under any order issued under this part:

Activities resulting ftom private dona-
tions, bequests, or voluntary contributions
to the Government:

Administration of Territories, Northern
Marianna Is1and Governrrnt gra1t.s (14-
0412-0-1-806);

A1'.ska Po-er Adrninistraton, Opcrans
and maintenance (89-0304-0-1-271):

Appropriations for the Dtrict of Courn-
bia (to the extent they are appropraons of
locafly rsrd funds):

Bonneville Power AdniintraUon fund
and borrowing autborty estabHlied pursu
ant to section 13 of Pubiic Lw 93-454
(1974). as amended (8- 4045-0-3271):

Black lung benefits (20-8144-0-'-60 1).
Bureau of Indian Affairs, miscellaneous

pa-rnents to Indians (14-2303-0-1-452):
Bureau of Indian Affairs, rniscflaneous

tnist funds, tribal trust funds (14-993-0-7-
999):

CIA retirement and disability system fund
(56-3400-0- 1O54);

Civil Service reiiremnt and disability
fund (24-8135-0-7-602);

Claims, defense (97-0102-0-1-051):
Claims, judgments, and relief acts 20-

1895-0-1-806);
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Coinage profit fund (20—5811-0-2-803);
Compact of Free Association, economic as-

sistance pursuant to Publlc Law 99-658;
Compensation of the President (11-0001-

0—1—802);
Comptroller Oeneral retirement system

(05—0107-0-1-801);
Comptroller of the Currency; -

Customs service permanent appropiia-
Uons (20—9922-0-2—852);

Director of the Office of ThrIIt Supervi-
sion

Dual benefits payments account (60-0111-
0—1-601);

Eastern Indian and land claims settlement
fund (14-2202-0—1—806);

Exchange stabilization fund (20-4444-0-3-
155);•.

Farm Credit System Financial Assistance
Corporation. interest payments;

Federal Deposit Insurance Corporation;
Federal Deposit Insurance Corporation.

Bank Insurance Fund;
Federal Deposit Insurance Corporation,

FSLIC Resolution Fund;
Federal Deposit Insurance Corporation.

Savings Association Insurance Fund
Federal Housing Finance Board
Federal payment to the railroad retire-

ment account (60-0113-0-1-601);
Foreign military sales trust fund (11-8242-

0-7—155);
Foreign service retirement and disabillty

fund (19-8186-0-7-602);
Health professions graduate student loan

Insurance fund (Health Education Assist-
ance Loan Program) (75—4305-0-3-553);

Higher education facilities loans and in-
surance (91-0240-0—1-502);

Internal Revenue collections for Puerto
Rico (20—5737-0—2-852);

Intragovernmenta] funds, including those
from which the outlays are derived primarl-
ly from resources paid In from other govern-
ment accounts, except to the extent
such funds are augmented by direct ap-
propriations for the fiscai year during
which an order is in effect;

Judicial survivors' annuities fund (10-
8110-0—7-602);

Longshoremens' and harborworkers' com-
pensation benefits (10—9971-0-7-601);

Medical facilities guarantee and loan
fund, Federal Interest subsidie8 for medical
facilitie8 (75—4430-0—3-551);

Military retirement fund (97-8097-0-7-
602);

National Credit Union Administration;
National Credit Union Administration,

central liquidity facility;
National Credit Union Administration.

credit union 8hare Insurance fund;
National Oceanic and Atmospheric Ad-

ministration retirement (13-1450-0—1-306);
Panama Cana1 Commission, operating ex-

penses and Panama Canal Commission. cap-
ital out.Lay (95-5190-0-2-403);

Payment- of Vietnam and USS Pueblo pris-
oner-of-war cIalm3 (15—0104-0—1—153);

Payment to £ivu service retirement and
disability fund 24-02OO-0-14O5);

Payments to copyright owners (03-5175-0--
2—376);

Payments to health care trust funds (7S-
0580-0—1-572);

Payments to military retirement fund (97-
0040-0-1-054);

Payments to social security trust funds
(75-0404-0-1—571);

Payments to the foreign service retire-
ment and disability fund (11—1036—0-1-153
and 19-0540-0-1--153;

Payments to the United States territories;
fiscal assistance;

Payments to trust funds from excise taxes
or other receipts properly creditable to such
trust funds;
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Payments to widows and hetra of deceased

Members of Congress (00-215-0-1-801);
-Pensions for former Presidents (47-01O5-

0—1—802);
Postal service fund (18-4020-0-3-372);
Railroad retirement tier II (60-8011-0-7-

601);
Resolution Funding Corporation;
Re8olution Trust Corporation;
Retired pay, Coast guard (69-0241-0-1-

403);
Retirement pay and medical benefits for

commssioned officers, Public Health Service
(75—0379-0—1—551);

Salaries of Article III Judge8;
Special benefit, Federal Employee's Com-

pensation Act (10-1521-0—1—600);
Special benefits for disabled coal miners

(75-0409-0—1-601);
Soldiers and Airmen's Home, payment of

claims (84-893O—O—7-705)
Southeastern Power Administration, Op-

erations and maintenance (89-0302-0-1-
271);

Southwestern Power Administration, Op-
erations and maintenance (89-0303-0-1-
211);

Tax Court judges survivors annuity fund
(23-8115-0—7—602);

Tennessee Valley Authority fund, except
nonpower programs and activIties (64-4110-
0-3-999);

Thrift Savings Fund (28-8141-0-7-602);
WMATA. interest payments (46-0300-0-1-

401);
Western Area Power Administration. Con-

struction, rehabilitation, operations, and
maintenance (89-5068-0-2-271); and

We8tern Area Power Administration, Col-
orado River basIns power marketing fund
(89—4452-0—3—271).

Western Area Power Administration. Col-
orado River baains power marketing fund
(89-4452-0-3—211);

"(2) PrIor legal obligations of the Govern-
ment in the following budget accounts and
activities shall be exempt from any order
Issued under this part:

Agency tor International Development,
Housing, and other credit guarantee pro-
grams (72—4340—0—3-151);

Agricultural credit Insurance fund (12-
4140-0-3-351):

Blomass energy development (20-0114—0-.
1-27 1);

Check forgery Insurance fund (20-4109-0-
3-803);

Community development grftnt loan guar-
antees (86-0162-0-1—451);

Credit union share insurance fund (2S-
4466-0-3-371);

Economic development revolving fund
(13-4406—0—3—452);

Employeee life Insurance fund (24-8424-0-
8-602):

Energy security reserve (Synthetic Fuels
Corporation) (20-0112-0-1—211);

Export-Import Bank of the United States.
Limitation of program activIty (83-4021-0--3-
155);

?ederal Aviation Admlnlstratioii. Aviation
insurance revolving fund (89-4120-0-3-402);

Federal Crop Insurance Corporation fund
(12—4085—O—3-..351);

Fed?ral Emergency Management Agency,
National flood Insurance fund (58-4236-0-3-
453);

Federal Emergency Management Agency,
National Insurance development fund (58-
4235—0-3—451);

Pederal Housing Administration fund (80-
4070—O--3—371);

Federal ship financing fund (69-4301-0-3-
403);

Federal ship financing fund. fishing yes-
3e15 (13—4417-0-3—376);

Geothermal •resource8 development fund
(89-0206-0-1-211);
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Government National Mortgage Associa-

Lion. Guarantees of mortgage-backed securi-
ties (86-4238-0—3-371);

Health education loans (75-4307-0-3-553);
Homeowners assistance fund, Defense (97-

4090-0-3-051);
Indian loan guarantee and Insurance fund

(14—4410—04—452);
International Trade Administration, Oper-

aUons and administration (13-1250-0-1-376);
Low-rent public housing. Loans and other

expenses (86-4098-0-3-604);
Maritime Administration, War-risk Insur-

ance revolving fund (69-4302-0-3-403);
Overseas Private Investment Corporation

(71—4030—0—3—151);
Pension Benefit Guaranty Corporation

fund (16—4204-0-3-601);
Rail service assIstance (69-0122-0-1-401);
Railroad rehabilitation and improvement

financing fund (69-4411-0-3—401);
Rural development Insurance fund (12-

4155—0—3—452);
Rural electric and telephone revolving

fund (12—4230—8—3-271);
Rural housing Insurance fund (12-4141-0--

3—371);
Small Business Administration, Business

loan and inve8tment fund (73—4154-0-3-376);
Small Business Administration, Lease

guarantees revolving fund (73-4157-0-3-
376);

Small Busines8 Administration, Pollution
control equipment contract guarantee re-
volving fund (73—4147-0—3-376);

Small Businesa Administration. Surety
bond guarantees revolving fund (73-4156-0-
3-376);

VeteranB Administration, Loan guaranty
revolving fund (38-4025-0-3-704);

Veterans Administration, Servicemen's
group life insurance fund (36-4009-0-3-701).

"(j) IDNTI71cATIoN o PROGRAMS.—FOr
purposes of subsections (f) and (h), pro-
grams &re Identified by the designated
budget account identification code numbers
set forth in the Budget of the United States
Government, 1986—Appendix.

'(k) TizArzirr o FEDERAJ. ADMINISmA-
TIVZ EXPENsES.—

'(1) NotwithstandIng any other provision
of this title, administrative expenses in-
curred by the departments and agencie8, in-
cluding independent agencies, of the Feder-
al Government in connection with any pro-
gram, project, activity, or account shall .be
subject to reduction pursuant to an order
issued under section 255, without regard to
any exemption, exception. limitation, or
8peclal rule which is otherwise applicable
with respect to such program, project, activ-
ity, or account under this part.

'(2) Notwithstanding any other provision
of law, administrative expenses of any pro-
gram. project, activity, or account which is
seIf-6upportlng and does not receive appro-
priations shall be 8ubject to reduction under
a aeque8ter order, unless 8pecIIically ex-
empted in this joint resolution.

"(3) Payments m&de by the Federal Gov-
ernment to reimburse or match adnilnistra-
the costs incurred by . State or political
iubdlvlsion under or in connection with any
program, project, activity, or account shall
not be considered administrative expenses
of the Federal Government for purposes of
this sect1on. and shall be Bubject to reduc-
tion or Seque8tration under this part to the
extent (and only to the extent) that other
payments made by the Federal Government
under or in connection with that program,
project, activity, or account are subject to
such reduction or ,eque8tration; except that
Federal payments made to a State as reim-
bursement of administrative costs incurred
by 8uch State under or in connection with
the unemployment compensation programs
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specified k !ubsecUcn thXl) hafl be mb-
Ject to reduction or equestratioii under this
part notwithstanding the exemption other-
wise granted to such progran uxder that
subsectIon

(4) The previous provisions of this sub-
section shall not apply with respect to the
following:

'(A) Comptroller of the Currency
(B) Federa' Deposàt Insurance Corpora-

tion.
"(C) Office of Thrift Supervision.
'(D) National Credit Union Mimirutra-

tion.
(E) National Credit Union Admniztra-

tion, central liquidity facility.
'(F) Federal Retirement Thrift Invest-

ment Board.
(0) Resolution Funding Corporation

"(H) Resoluth)n Trust Corporation.
SEC. 256. SPECIAL RULE&

'(a) AuroTIc SPENDING INCPIASFS.—
Automatic spending increases are Encreases
In outlays due to changes in indexes in the
following programs:

"(1) National Wool Act
(2) Special milk program; and
(3) Vocatkmal rehabilitation.

In those progran all amounts othei than
the automatic spending increases shall be
exempt from reduction under any order
issued under this part.

"(b) Ei'ywr or ORDERS ON THE GuA1;wrE
STUDENT LOAN PROGRAM.—( 1) Any reduc-
tions which are required to be achieved
from the student loan programs operated
pursuant to part B of Utle iv of the Higher
Education Act of 1965, as a consequence of
an order issued pursuant to secton 254,
sh&1l be achieved only from loans described
in paragraphs (2) and (3) by the application
of the meMures described tii such para-
graphs.

'(2) For any loan made during the period
beginning on the date that an order Iued
under section 254 takes effect with respect
to a fiscal year and ending at the close of
such fiscal year, the rate used in computing
the special allowance payment pursuant to
section 438(b)(2)(A)(iii) of such Act fo- each
of the th-st four,special allowance payments
for such loan shall be adjusted by reducing
such rate by the lesser of—

(A) 0.40 percent, or
"(B) the percentage by which the rate

zpecified in such section exceeds 3 percent.
'(3) For any loan made during the period

beginning on the date that an order Issued
under cUon 254 takes effect wtth respect
to a fical year and ending at the close of
such fIscal year, the origlnauon fee which is
authorized to be colleet-ed pursuant to sec-
t$on 438c)(2) of such Act shall be increased
by 0.50 percent.

'(c) TRg'1ciq'r OF Fosrn CARE M ADOP-
TION AssIsTANcE POcnAs.—Any order
Issued by the President under section 254
shall n-iake the reduction which is otherwise
required under the foster care and adoption
2.sSLStance programs (established by part E
of title IV of the Social Security Act) only
with respect to payments and expenditures
made by States in which increa8es in foster
care maintenance payment rates or adop-
tion assistance payment rates (or both) are
to take effect during the fiscal year in-
volved, and only to the extent that the re-
quired reduction can be accomplished by ap-
plying a uniform percentage reduction to
the Federal matching payments that each
sich State would otherwise reeeive under
section 474 of that Act (for such fiscal year)
for that portion of the State's payments
which Is attributable to the Increases taking
effect during that year. No State may. alter
the date of the enactment of this Act, make
any change in the timetable for maktr)g pay-
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rnents under a State plan appi-oed imder '(3) Indian heith facIlities (15-0391-0-1-
part E of title 1'V of the Social Security Act 551).
which has the effect of changing the fthcal "(4) IndIan health services (15—0390-O—1-
year in which expenditures under such part 551).
are made. "(5) Veterans' medical care (36-0160-0-i-

(d) Si'ci Ruus FOR MED1ciu PRO- 703).
GRAM.— (f) TREATMENT OF CHTLD SUPPORT EM-

'(1) MAXIMUM PRCZcTAGE RDUCT1OM IN TORCEMENT PRoGRAM—Notwithstanding any
INDIvIDUAL PAYMENT AMOUNTS—TO achieve change In the display of budget accounts.
the total percentage reduction in tho€e pro- any order issued by the President under see-
grams required by sections 252 9.fld 253. tion 254 shall accomplish the full amount of
0MB shall determine, and the applicabje any required reduction in expenditures
Presidential order under section 254 shall under sections 455 and 458 of the Social Se-
implement, the percentage reduction that curity Act by reducing the Federal match-
shall apply to payments under the hea'th in rate for State administrattve costs under
insurance programs under title XVIII of the such program, as specified (for the fiscal
Social Security Act for services furnished year Involved) n section 455(a) of such Act.the fiscal year after the order is issued, such to the extent necessary to reduce such ex-that the reduction made In payments under penditures by that amount.that order shall achieve the required total
percentage reduction In those payments for (g) EXTENDED UNEMPLOTMEN'r COMPIrc5A-

that fiscal year as determined on a 12-
TIor.—41) A State may reduceath weekly

month basIs. benefit payment made under the Federal-
'(2) TIMING OF APPLICATION OF REDUC- State Extended Unemployment Compensa-

tion Act of 19-70 for any week of unemploy-
TIONS.—

"(A) IN GENgRL.—EXcept as provided in ment occurring during any period with re-

subparagraph (B), if a reduction is made in spect to which payments are reduced under
payment amounts pursuant to a seluestra- an order issued under section 254 by a per-
ton order, the reduction shall be applied to centage not to exceed the percentage by
payment for services furnished during the which the Federal p'ment to the State
effective period of the order. For purposes under section 204 of such Act is to be re-
of the previous sentence, in the case of inpa- duced for such week as a result of such
tient services furnished for an individual, order.
the services Rhall be considered to be fur- (2) A reduction by a State In accordance
nished on the date of the individual's dis- with paragraph (1) shall not be considered
charge from the inpatient facility. a a failure to fulfill the requirements of

'(B) PAYMENT ON ThE BASIS c COST RE- section 3304(a)(11) of the Internal Revenue
PORTING PL'BIODs.—In the case in which pay- Code of 1954.
ment for services of a provider of servfces is "(h) COMMODITY CPEDIT CORPORATION.—

made under title XVIII of the Social Securi- '(1) IN GEERAL.—Except as modified by
ty Act on a basis relating to the reasonable existing law enacted alter 19S5. this subec-
ccst incurred for the 8ervces during a cost tion shall govern any sequestration of the
reporting period of the provider, if a reduc- Commodity Credit Corporation.
tion is made under paragraph (1) in pay- '(2) POWERS AND AflTH0RITIES OP THE COM-

ment amounts pursuant to a sequestration MODITY CREDIT CORPORATION—This title
order, the reduCtion shall be applied to pay- shall not restrict the Commodity Credit
ment icr costs for such services incurred at Corporation in the discharge of its author-
any time during each cost reporting period ity and responsibility as a corporation to
of the provider any part of which occurs buy and sell commothties in world trade, to
during the effective period of the order, but use the proceeds as a revo)ving fund to meet
only (for each such cost reportIng period) b other obligations and otherwise operate as a
the same proportion as the fraction of the corporation, the purpose for which it was
cost reporting period that occurs during the created.
effective period of the order. '(3) REDUCTiON Ipt PAYMENTS MADE U?DER

(3) No INCREASE IN BENEFICIARY CHARGES CON ACrS.—(A) Pa'rnents and loan eUgibil-
TN As6IGNMNr-RELAr'D CASES.—If a reduc- ity under any contract entered into with a
tion in payment amounts is made under person by the Commodity Credit Corpora-
paragraph (1) for services for which pay- tion prior to the time an order has been
ment under part B of tttle XVIII of the. issued under section 254 shall not be re-
Eocial Security Act Is made on the basis of duced by an order subsequently issued. Sub-
an assignment described In section Ject to subparagraph (B,. after an order is
1842(b)3)(B)(ii), in accordanCe with section issued under such section for a fiscal year.
1842b)(6)(B). or under the procedure de- any cash payments made by the Commodity
scribed in section 1870(fl(1), of such Act, Credit Corporation—
the person furnishing the services shall be (i) under the terms of any one-year con-
considered to have accepted payment of: the tract entered into in such fiscal year aitd
reasonable charge for the services, less any after the issuance of the order and
reduction In payment amount made pursu- (ii) out of an entitlement account,
ant to a sequestration order, as payment th to any person (inc!udtng any producer,
full. lender, or guarantee entity) shlI be subject

(4) No EF?ECT ON COMPUAT1ON OP AAPCC.— to reduction under the order.
In computing the adjusted average per (B) Each contract entered Into with pro-
capita cost for purposes of section 1876(a)(4) ducers or producer cooperatives with re-
of the Social Security Act,the Secretary of spect to a particular crop of a commodity
Health ar.d Human Services shall not take and 5ubject to reduction under zubpara-
Int.a account any reductions in payment graph (A) shall be reduced in accordance
amounts which have been or may be effect- with the 8ame terms and condftfons. If
ed under this part. some, but not all, contracts applicable to a

'(e) CEnTAII, RALTH PROGRAMS—The ciop of t commodity have been entered into
maximum permissible reduction in new prior to the Issuance of an order under sec-
budget authority for the following programs tion 254. the order shall provide that the
for any fiscal year puruaflt to a seEuestra- necessary reduction In payments under con-
tion under sections 251, 252, or 253 is 2 per- tracts applicable to the commodity be uni-
cent: formly applied to all contracts for the next

(1) Community health ceiiters (5-0350— succeeding crop of the commodity, under
0—1-550. the authority provided fn paragraph (4).

'(2) Migrant health eenters (75—0350-0-1- (3) DELAYED REDUC'rloN IN OUTLAYs PER-
550). MI551BLE.—Notwithstanding ay other provi-
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slon of this law, LI an order under section
254 Is Issued with respect to a fiscal year,
any reduction under the order applicable to
contracts described in paragraph (2) may
provide for reductions In outlays for the ac-
count Involved to occur In the fIscal year
following the fIscal year to which the order
Is Issued. No other account, or other pro-
gram. project, or activity, shall bear an In-
creased reduction for the fiscal year to
which the order applies as a result of the
operation of the preceding sentence.

"(5) UNIFORM PERTAG! RATH OF REDUC-
rios AIID ornm uasrrariows.—Ml reductions
described In paragraph (3) which are re-
qufred to be made In connection with an
order Issued under section 254 wIth respect
to a fiscal year—

"(A) shall be made so as to ensure that
outlays for each program, project, activity,
or account Involved are reduced by a per-
centage rate that Is uniform for all such
programs, projects, actIvitIes, and accounts,
and may not be made so as to achieve a per-
centage rate of reductIon in any such Item
exceeding the rate specified In the order:
and

"(B) with respect to commodity price sup-
port and Income protectIon programs, shall
be made In such manner and 'under such
procedures as will attempt to ensure that-.

0(j) uncertainty as to the scope of benefits
under any such program Is minimized;

"UI) any instability In market prices for
agricultural commoditIes resulting from the
reduction Is minimized; and

"(III) normal production and marketing re-
latIonships among agricultural commoditIes
(Including both contract and non-contract
commoditIes) are not distorted,
In meeting the criterion set out in clause
(ill) of subparagraph (B) of the preceding
sentence, the PresIdent shall take Into con-
sIderatIon that reductions under an order
may apply to programs for two or more agri-
cultural commoditIes that use the same type
of productIon or marketing resources or
that are alternatIve commoditIes among
which a producer could choose In making
annual productIon decIsIons.

"(6) CERTAIN AUTHORITY NOT TO BE LIMIT-
en.—Nothlng -In this Joint resolutIon shall
limIt or reduce, in any way, any approprIa-
tion that provides the Commodity Credit
CorporatIon with funds to cover the Corpo-
ration's net realized losses.

"(I) EFFECTS OF SEQtjzsmioN,—The ef-
fects of sequestratIon shall be as follows:

"(A) Budgetary resources sequestered
from any account other than a trust fund
account shall permanently revert to' the
Treasury.

"(B) Except as otherwise provided, the
same percentage sequestration shall apply
to all programs, projects, and actIvities
within a budget account (with programs,
projects, and activities as delineated In the
most recently enacted appropriation Act
covering that account, or for accounts not
Included In appropriatIon Acts, as delineat-
ed In the most recently submitted PresI-
dent's budget).

"(C) AdministratIve regulatIons or similar
actIons Implementing a sequestratIon shall
be made within 90 days of the sequestration
order. To the extent that formula alloca-
tions differ at different levels of budgetary
resources within an account, program,
project, or actIvity, the sequestration shall
be Interpreted as producing a lower total ap-
propriatlon. wIth the remaining amount of
the appropriatIon being obligated In a
manner consistent with program allocatIon
formulas In substantive law.

"(D) Except as otherwise provided, obliga-
tions In sequestered accounts shall be re-
duced only In the fiscal ycar In which a se-
quester occurs.
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"(B) If an automatic spending increase Is

sequestered, the Increase (In the applicable
index) that was disregarded as a result of
that sequestration shall not be taken Into
account In any fiscal year.

"(F) Except as otherwise provided, seques-
tration In accounts for which program obli-
gations are Indefinite shall be taken In a
manner to ensure, to the greatest extent
possible, that -program obligations In the
fiscal year of a sequestratIon are reduced,
from the level that would actually have cc-
-curred, by the applicable sequestration per-
•oentage.
"SEC. $7. THE 3A8ANE.

"(a) Iii OnrsRAI.—For any budget year,
the baseline refers to a projection of cur-
rent-year levels of new budget authority,
outlays, revenues, and the surplus or deficit
Into the budget year and the outyears based
on laws enacted through the' applicable
date.

"(b) Rxvmuus, Fm, AND DIREcT SPEND-'
no.—For the budget year and each outyear,
the baseline shall be calculated using the
following assumptions:

"(1) lii oxpiwi,.—Revenue laws laws pro-
viding for fees, and laws providing or creat-
ing direct spending are assumed to operate
In the manner sped! led 4n thom laws for
each such year and funding for spending re-
quirements is assumed to 'be adequate to
make all payments required by those laws.

"(2) ExcwrIois.—(A) No program with
estimated current-year outlays greater than
*50 million shall be assumed to expire In the
budget year or outyears.

"(B) Agricultural price support program_s
administered through the Commmodlty
Credit Corporation are assumed to be ex-
tended under the terms, support prices, loan
rates, and other rates of payment In effect
the day before the expiration of the Food'
Security Act of 1085 or the Food and Agri-
cultural Resources Act of 1990, as applica-
ble.

"(C) The Increase for veterans' compensa-
tion for a fIscal year is assumed to be the
same as that required by law for veterans'
pensions unless otherwise provided by law
enacted In that session.

"(D) Excise taxes dedicated to a trust
fund, If expiring, are assumed to be ex-
tended at current rates.

"(3) HEALTH INSURANCE TRUST FUND—Not-
withstanding any other provision of law, the
receipts and disbursements of the Hospital
Insurance Trust Fund shall be Included In
all calculations required by this Act.

"(C) DIscRrrioIqaay APPR0PRIAn0NS.—For
the budget year and each outyear, the base-
line shall be calculated using the following
assumptions regarding all amounts other
than those covered by subsection (b):

"(1) INFlATION OF CURRENT-TEAl API'ROPB.XA-
noxs.—Budgetary resources other than un-
obligated balances shall be at the level pro-
vided for the budget year In full-year appro-
priation Acts. II for any account a full-year
appropriation has not yet been enacted,
budèetary resources other than unobligated
balances shall be at the level available in
the current year. adjusted sequentially and
cumulatively for expiring housing contracts
as specified In paragraph (2), for social In-
surance administrative expenses as specified
In paragraph (3), for pay annualization as
specified In paragraph (4), for inllatton as
specified In paragraph (5), and to account
for changes required by law In the level of
agency payments for personnel benefits
other than pay.

"(2) Exiamo HOUSING coNTasc,Is,—New
budget authority to renew expiring mul-,
tiyear subsidized housing contracts shall be
adjusted to reflect the difference In the
number of such contracts that are ached-
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uled to expire. In that fiscal year and the
number expiring In the current year, with
the per-contract renewal cost equal to the
average current-year cost of renewal con-

"(3) SOCIAl. INSURANCE ADtwisraai'ivE TX-
pERsxs.—Budgetary resources for the admin-
istrative expenses of social Insurance trust
,funds shall be adjusted by the percentage
change In the beneficiary population from
the current year to that fIscal year.

"(4) PAY AN1flJAUZATI0N.—Il current-year
pay adjustments for Federal employees
occur on a date other than October 1 of the
current year, current-year new budget au-
thority for such employees shall be adjusted
by the percentage necessary to reflect the
12-month-cost of those adjustments.

"(5) INP'LA'roRs.—The Inflator used In para-
graph (1) to adjust budgetary resources re-
lating to personnel shall be the percent by
which the average of the Bureau of Labor
Statistics Employment Cost Index (exclud-
ing sales) for that fiscal year differs from
such Index for the current year. The infla-
tor used In paragraph (1) to adjust all other
budgetary resources shall be the percent by
which the average of the estimated gross
national product fixed-weight price deflator
for that fiscal year differs from the average
-of such estimated deflator for the current
year.

"(6) Cuitnxrrr-yzsa APVROPRIATIONS.—I1,
for any account, a contInuing appropriation
M In effect for less than the entire current
year, then the current-year amount shall be
assumed to equal the amount that would be
available If that contInuing appropriation
covered the entire fIscal year. U law permits
the transfer of budget authority among
budget accounts In the current year, the
current-year level for an account shall re-
flect transfers accomplished by the submis-
sion of, or assumed for the current year In,
the President's original budget for the
budget year.

"(d) Assrr SALTs AND LoAN PREPAY-
MEN'rs.—The proceeds of aset sales and
loan prepayments shall be treated as means
of financing the deficit.

"(e) UP-To-DATE C0NcEPTs.—In derivIng
the baseline for any budget year or outyear,
current-year amounts shall be calculated
using the concepts and definitions that are
required for that budget year.
"SEC 25& SUSPENSION IN WE EVENT 0? WAR OR

LOW GRO Will.
"(a) PROCEDURI8 III THZ EvENT OF A Low

OR0wTE REPORT.—
"(1) Taiocss.—Whenever CBO Issues a

low-growth report under section 254(g), the
Majority Leader of each Rouse shall intro-
duce a joInt resolution (In the form set
forth In paragraph (2)) declaring that the
condItions specified In section 254(g) are
met and suspending the relevant provisions
of this title, title VI of the Congressional
Budget Act of 1914, and section 1103 of title
31, United States Code.

"(2) FoRM OF JOINT EBEOLUTION.— - -

"(A) The matter alter the resolving clause
In any joInt resolution Introduced pursuant
to paragraph (1) shall be as follows: 'That
the Congress declares that the conditions
specIfied In section 254(g) of the Balanced
Budget and Emergency Deficit Control Act
of 1985 sre met, and the Implementation of
the Congressional Budget and Impound-
ment Control Act of 1974, chapter 11 of title
31, UnIted States Code, and part C of the
Balanced -Budget and Emergency Deficit
Control Act of 1985 are modified as de-
scribed In section 258(b) of the Balanced
Budget and Emergency Deficit, Control Act
of 1985.'.

"(B) The title of the joInt resolution shall
be 'JoInt resolution suspending certain pro-
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visions of law pursuant to section 258(aX2)
of the Balanced Budget and Emergency
Deficit Control Act of 1985.': and the joint
resolution shall not contain any preamble.

"(3) C0MMITrZE ACTION—Each joint reso-
lutlon introduced pursuant to paragraph (1)
8hall be referred to the appropriate commit-
tees of the House involved; ftnd such Com-
mittee shall report the Joint resolution to
Its House without amendment on or before
the fifth day on which such House is in ses•
slon after the date on which the joint reso-
lution is Introduced. If the Committee falls
to report the joint resolution within the
five-day period referred to In the preceding
sentence, it shall be automatically dis-
charged from further consideration of the
joint resolution, and the joint resolution
shall be placed on the appropriate calendar.

'(4) CONSIDERATION 0? JOINT P.ZSOLU-
TION.—

"(A) A vote on final passage of a joint res-
olution reported to the Senate or discharged
pursuant to paragraph (3) shall be taken on
or before the close of the fifth calendar day
of session after the date on which the joint
resolution is reported or after the Commit-
tee has been discharged from further con-
sideration of the joint resolution. If prior to
the passage by one House of a joint resolu•
tion of that House, that House receives the
same joint resolution from the other House,
then—

"(i) the procedure in that House shall be
the same as If no such joint resolution had
been received from the other House, but

"(II) the vote on final passage shall be on
the joint resolution of the other House.
When the Joint resolution is agreed to, the
Clerk of the House of Representatives (in
the case of a House joint resolution agreed
to in the House of Representatives) or the
Secretary of the Senate (in the case of a
Senate joint resolution agreed to hi the
Senate) shall cause the joint resolution to
be engrossed, certified, and transmitted to
the other House of the Congress as soon as
practicable.

"(B)(i) A motion in the Senate to proceed
to the consideration of a joint resolution
under this paragraph shall be privileged and
not debatable. An amendment to the motion
shall not be in order, nor shall it be in order
to move to reconsider the vote by which the
motion is agreed to or disagreed to.

"(ii) Debate in the Senate on a joint reso-
lution under this paragraph, and all debata-
ble motions and appeals in connection
therewith, shall be limited to not more than
five hours. The time shall be equally divided
between, and controlled by, the majority
leader and the minority leader or their des-
Ignees.

"fill) Debate in the Senate on any debata-
ble motion or appeal in connection with a
joint resolution under this paragraph shall
be limited to not more than one hour, to be
equally divided between, and controlled by,
the mover and the manager of the joint re&
olutien, except that in the event the manag-
er of the joint resolution is in favor of any
such motion or appeal, the time in opposi.
Uon thereto shall be controlled by the mi-
nority leader or his designee.

"(iv) A motion in the Senate to further
limit debate on a joint resolution under this
paragraph is not debatable. A motion to
table or to recommit a joint resolution
under this paragraph Ia not in order.

"(C) No amendment to a joint resolution
considered under this paragraph 8hall be in
order.in the Senate,

"tb) SusmsIoN or SZQESThATIOIc PROCE-
DURES.—Upon the enactment of a declara-
tion of war or a joint resolution described in
8ubsection (a)—
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"(1) the subsequent Issuance of any e•

questration report or any sequestration
order is precluded:

"(2) titles III and Vi of the Congressional
Budget Act of 1974 are suspended; and

"(3) section 1103 of title 31, UnIted States
Code, Ia suspended.

(c) RZST0RATI0ic 0? Sn8mrIoN PRo-
CEDR.-

"(1) In the event of a 8uspension of e
questration procedures due to a declaration
of war, then, effective with the first fiscal
year that begins in the 8ession after the
8tate of war is concluded by Senate ratifica-
tion of the necessary treaties, the provisions
of subsection (b) triggered by that declara-
tion of war are no longer effective.

"(2) In the event of a suspension of se-
questration procedures due to the enact-
ment of a joint resolution described in sub-
section (a), then, effective with regard to
the first fiscal year beginning at least 9
months after the enactment of that resolu-
tion, the provisions of subsection (b) trig-
gered by that resolution are no longer effec-
tive,
'SEC. 259. MODIFICATION OF PRESIDENTIAL

ORDER.
(a) INTRODUCTION or Jonn RESOLUTION.—

At any time after the Director of 0MB
Issues a report under section 254(d)(1) or
(e)(1) for a fiscal year, but before the close
of the tenth calendar day of session in that
session of Congress beginning after the date
of Issuance of such report, the majority
leader of either House of Congress may in-
troduce a joint resolution which contains
provisions directing the President to modify
the most recent order Issued under, section
254(d)(2) or (eR2) for such fiscal year. After
the introduction of the first such joint reso-
lution in either House of Congress in any
calendar year, then no other joint resolu-
tion introduced in such House in such calen-
dar year shall be subject to the procedures
set forth in this section.

"(b) aoc!auBs ,oa CoNsm1urIoN or
J0nr RESOLUTIONS.—

"(1) REFERRAL To coirrE&—A joint res-
olution introduced in the Senate under sub-
section (a) shall be referred to a committee
of the Senate and shall be placed on the ap-
propilate calendar pending disposition of
such joint resolution in accordance with this
subsection.

"(2) CONSIDERATION iii rz SENATE.—On or
after the third calendar day (excluding Sat-
urdays, Sundays, and legal holidays) begin-
ning after a joint resolution is introduced
under subsection (a), notwithstanding any
rule or precedent of the Senate, including
Rule 22 of the Standing Rules of the
Senate, it is in order (even though a prevl.
ous motion to the 8ame effect has been dis-
agreed to) for any Member of the Senate to
move to proceed to the consideration of the
joint resolution, and all points of order
against the Joint resolution (and against
consideration of the joint resolution) are
waived, except for points of order under
titles III, IV, or VI of the Congressional
Budget Act of 1974. The motion is not in
order after the eighth calendar day (exclud-
ing Saturdays, Sundays, and legal holidays)
beginning after a joint resolution (to which
the motion applies) is introduced. The
motion is privileged in the Senate and is not
debatable. The motion is not Bubject to
amendment, or to a motion to postpone, or
to a motion to proceed to the consideration
of other business. A motion to reconsider
the vote by which the motion is agreed to or
disagreed to 8hall not be in order. U a
motion to proceed to the consideration of
the joint resolution is agreed to, the Senate
Bhall Immediately proceed to consideration
of the joint resolution without intervening
motion, order, or other business, and the
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joint resolution shall remain the unfinished
business of the Senate until disposed of.

'(3) DEBATE IN THE sENATE.—

"(A) In the Senate, debate on a joint reso-
lution introduced under subsection (a),
amendments thereto, and all debatable mo-
tions and appeals in connection therewith
shall be limited to not more than 10 hours,
which shall be divided equally between the
majority leader and the minority leader (or
their designees).

'(B) A motion to postpone, or a motion to
proceed to the cxrnsideration of other busi-
ness is not in order. A motion to reconsider
the vote by which the joint resolution is
agreed to or disagreed to is not in order, and
a motion to recommit the joint resolution is
not in order.

"(C)(i) No amendment that is not ger-
mane or relevant to the provisions of the
joint resolution or to the order Issued under
section 254(d)(2) or (e)(2) shall be in order
in the Senate. In the Senate, an amend-
ment, any amendment to an amendment, or
any debatable motion or appeal is debatable
for not to exceed 30 minutes to be equally
divided between the majority leader and the
minority leader (Or their designees).

'(ii) In the Senate, an amendment that is
otherwise in order shall be in order notwith-
standing the fact that it amends the joint
resolution in more than one place or
amends language previously amended. It
shall not be in order in the Senate to vote
on the question of agreeing to such a joint
resolution or any amendment thereto unless
the figures then contained in such joint res-
olution or amendment are mathematically
consistent.

"(4) VOTE ON FINAL pAssAaL—Immediately
following the conclusion of the debate on a
joint resolution introduced under subsection
(a), a single quorum call at the conclusion of
the debate If requested in accordance with
the rules of the Senate, and the disposition
of any amendments under paragraph (3),
the vote on final passage of the joint resolu-
tion shall occur.

"(5) Appzs.—Appeals from the decisions
of the Chair relating to the application of
the rules of the Senate or the House of Rep-
resentatives, as the case may be, to the pro-
cedure relating to a joint resolution de
scribed in subsection (a) shall be decided
without debate.

'(8) C0NI'zaENcz RZPORTS.—In the Senate,
points of order under titles III, IV, and VI
of the Congressional Budget Act of 1974 are
applicable to a conference report on the
joint resolution or any amendments in dis-
agreement thereto.

"(7) Rr.soLunoN FROM OTRER HOUSP.—II,
before the passage by the Senate of a joint
resolution of the Senate introduced under
8ubsectiOn (a), the Senate receives from the
House of Repre8entatives a Joint resolution
introduced under 8ubsection (a), then the
following procedures shall apply:

"(A) The joint resolution of the House of
Representatives shall not be referred to a
committee.

"(B) With respect to a joint resolution in-
troduced under subsection (a) in the
Senate-

"(i) the procedure in the Senate shall be
the same as If no joint resolution had been
received from the House; but

'(ll)(I) the vote on final passage shall be
on the joint resolution of the House If it is
identical to the Joint resolution then pend-
ing for passage in the Senate: or

(II) If the joint resolution from the
House is not identical to the joint resolution
then pending for passage in the Senate and
the Senate then passes it, the Senate ahall
be considered to have passed the Joint reso-
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lution as amended by the text of the Senate
Joint resolution.

"(C) Upon disposition of the joint resolu-
tion received from the House, it shall no
longer be In order to consider the resolution
originated in the Senate.

"(8) Sn ACTION ON HOUSE RESOLU-
TI0N.—If the Senate receives from the
House of Representatives a Joint resolution
Introduced under subsection (a) after the
Senate has disposed of a Senate originated
resolution which Is identical to the House
passed joint, resolution, the action of the
Senate with regard to the disposition of the
Senate originated joint resolution shall be
deemed to be the action of the Senate with
regard to the House originated Joint resolu-
tion. If it Is not identical to the House
passed Joint resolution, then the Senate
shall be considered to have passed the joint
resolution of the House as amended by the
text of the Senate Joint resolution.".

PART U—RELATED AMENDMENTS
SEC. 14111. ThMPORARY AMENDMENTS TO THE

CONGRESSIONAL BUDGET ACI OF
In'.

Title VI of the Congressional Budget Act
of 1914 is amended to read as follows:

"TIThE VI—BUDGET AGREEMENT
ENFORCEMENT PROVISIONS

"SEC. 601. DEFINITIONS.
"As used in this title and for purposes of

the Balanced Budget and Emergency Deficit
Control Act of 1985:

"(1) MAXIMUM DEFICIT AjiouNT.—The
term 'nmxixnum deficit amount' means—

"(A) with respect to fiscal year 1991,
$302,300,000,000;

"(B) with respect to fIscal year 1992,
$276,800,000,000;

"(C) with respect to fiscal year 1993,
$189,700,000,000;

"(D) with respect to f1sca year 1994,
$58,100,000,000; and

"(E) with respect to fIscal year 1995,
$18700,000000.

"(2) DISCRrrI0NARY Spzqnc Lmin—The
term 'discretionary spending thnit means—

"(A) with respect to fIscal year 1991—
(i) for the defense category:

$288,918,000,000 in new budget authority
and $297,659,000,000 in outlays;

"(ii) for the International category:
$20,100,000,000 in new budget authority and
$18,600,000,000 in outlays; and

"(iii) for the domestic category:
$182,700,000,000 in new budget authority
and 8198,100,000.000 In outlays:

"(B) with respect to ftscal year 1992—
(i) for the defense category:

$291,643,000,000 in new budget authority
and $295,744,000,000 in outlays:

"(ii) for the international category:
$20,500,000,000 in new budget authority and
$19,100,000,000 In outlays: and

"(Ill) for the domestic category:
$191,300,000,000 in new budget authority
and $210,100,000,000 in outlays;

"(C) with respect to fiscal year 1993—.
"(i) for the defense category:

$291,785,000,000 in new budget authority
and $292,686,000,000 in outlays;

"(11) for the international category:
$21,400,000,000 in new budget authority and
$19,600,000,000 in outlays; and

'(111) (or the domestic category;
$198,300,000,000 In new budget authority
tnd $221,700,000,000 in outlays:

"(D) with respect to fiaca] ye&r 1994, for
the d1setIonary category: $510,800,000,000
in new budget &utl%ority and
$534,800,000,000 in outlays: and

"(E) with respect to fiscal yetr 1995. for
the discretionary category; 4517.700,000,000
In new budget authority and
*540,800,000,000 in outlays.
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'C 102. 5-YEAR BUDGKT RESOLUTIONS.

'th the case of any concurrent resolution
on the budget for fIscal year 1992, 1993
1994, or 1995, that resolution 8hall set forth
appropriate leveli for the fiscal year begin-
ning on October 1 of the calendar year in
which it Is reported and for each of the 4
succeeding fIscal years.
SEC 603. COMMITTEE ALLOCATIONS AD EN-

FORCEMENT.

(a) CoMM1 SPENDING Ai.L0cATI0N8.—
"(1) HOUSE 07 REPRESENTATIVES.—
"(A) Au.OcATI0N AMONG COMMITTEEs.—The

joint explanatory statement accompanying
a conference report on a budget resolution
shall Include allocations, conststent with the
resolution recommended in the conference
report, of the appropriate levels (for each
fhcal year covered by that resolution and a
total for all such years) of—

'(i) total new budget authority,
"(ii) total entitlement authority, and
"(ill) total outlays;

among each committee of the House of Rep-
resentatives that haa Jurisdiction over legis-
lation providing or creating such amounts.

'(B) No DOUBLI COUNTING—Any item allo-
cated to one committee of the House of
RepresentaUves may not be allocated to an-
other such committee.

"(C) FuRmni DIVISION OP AM0UNTS.—The
aznounth allocated to each committee for
each fIscal year, other than the Committee
on AppropriationE, shaU be further divided
between amounth provided or required by
law on the date of filing of that conference
report and amounts not 80 provided or re-
quired. The amounts allocated to the Com-
mittee on Appropriations for each fiscal
year shall be further divided between discre-
tionary and mandatory amounts or pro-
grams, as appropriate.

"(2) SENATE ALLOCATION AMONG COMMIT-
TKES.—The Joint explanatory statement ac-
companying a conference report on a
budget resolution shall include an alloca-
tion, consistent with the resolution recom-
mended in the conference report, of the ap-
propriate levels of—

"(A) total new budget authorit.y, and
"(B) total ouflays

among each committee of the Senate that
has Jurisdiction over legislation providing or
creating such amounth.

"(3) Aiouirs itoT ALL0cATED.—II a com-
mittee receives no allocation of new budget
authority, entitlement authority, or outlays,
that committee shah be.deemed to have re-
ceived an allocation eQual to zero for new
budget authority, entitlement authority, or
outlays.

"(b) SVBALL0CATIONS BT TRZ APPROPRIA-
TIONS cow&irr.—

"(1) Iiqrrii. BuBALL0CATI0N5.—Aa soon as
prscticable after a budget resolution Is
agreed to, the Committee on Appropriations
of each House (after consulting with the
Committee on Appropriations of the other
House) shall suballocate each amount allo-
cated to it for the budget year under 3ubsec-
tion (aX 1)(C) among its subcommittees.

"(2) Fu.iwo.—Each Committee on Appro-
priations shall promptly report to ith House
aubaliocations made or revised under this
aubection.

"(c) Application of SectIon 302(f) to This
Section.—In fiscal years through 1995, ref-
erence in section 302(f) to the appropriate
allocation made pursuant to section 302(b)
for a fi8cal ye*r 8hall, for purpoe of this
iection, be deemed to be reference to any
allocation made under gubsection (a) or any
uballocation made under gubsection (b), as
kppllcable, for the budget year or for the
total of all fIcaI years made by the Joint ex-
planatory statement aooompanytng the sp
plicable concurrent resolution on the
budget.
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"(d) APPLICATION OF SuBsEcnONs (a) Ajqn

(b) TO FISCAL YFas 1992 TO 1995.—In the
case of concurrent resolutions on the budget
for fiscal years 1992 through 1995. alloca-
tioris thall be made under subsection (a) in-
stead of section 302a) and shall be made
under subsection (b) thstad of seCtion
302(b). For those fIca1 years, a!! references
in section 302(c), (d), (e), and (() to section
302(a) 8hall be deemed to be to subsection
(a) (including revlsio B made under section
604) and all 8uch references to section
302(b) 8halJ be.deemed to be to subsection
(b) (including revisona made under section
604).".

"(e) PAY-AS-YOU-GO rxcEpnoN.—Sectlon
302(fXl) shall not apply to any bill, resolu-
tion, or conference report if—

"(A) the enactment of. such bill or resolu-
tion s reported;

"(B) the adoption and enactment o( such
amendment; or

"(C) the enactment of such bill or resolu-
tion in the form recommended in such conS
I erence report,
would not increase the deficit set forth in
the most recently agreed to concurrent reso-
lution on the budget (or any fiscal year cov-
ered by that concurrent resolution.".
'SEC 01. CONSIDgRATION OF IFA;!SI.ATIO

BEFORE ADOI'TON OF BUDGET RESO•
LLJTION FOR THAT FISCAL YEAR.

"(a) Aiusnwc SEcnoN 603 Au.0cATI0N 0?
DISCRETIONARY SPmINc.—If a concurrent
resolution on the budget is not adopted by
April 15 the chairman of the Committee on
the Budget of the House of Representatives
snd the chairman of the Committee on the
Budget of the Senate shall submit to thcir
respective Houses, as soon as practicable, a
revised section 603(a) allocation to the Com
mittee on appropriations of that House con•
sistent with the discretionary spending
limits contained in the most recent budget
submitted by the President under section
1105(a) of title 31, United States Code.

'(b) Az soon as practicable after a revised
sectIon 603(a) allocation Is submitted, the
Committee on Appropriations of each
HouBe shail make revised suballocatAons and
promptly report those revised suballoca-
tions to its House.
SEC. ..& RECONCILIATION DIRECFIV REGARD-

ING PAY-As-YOU-GO REQUIREMENTS.
'(a) IIqsmucTIoNs TO EFVCTUATE PAY-As-

You-Oo.—If legislation providing for a net
reduction in revenues in any fiscal year
(that, within the same measure, is not (ully
of(set in that fiscal year by reductions in
direct spending) Is enacted, the Committee
on the Budget of the House of Representa-
tives or the Senate may report, wIthin 15
legislative days during a Congress, a pay-as-
you-go reconciliation directive in the form
of a concurrent resolution—

"(1) specifying the total amount by which
revenues su(ficient to eliminate the net def I-
cit tncreae resulting from that legislation
In each ft8cal year are to be changed; and

"(2) directing that the committees having
jurisdiction determine and recommend
changes in the revenue law. bUls. and reso-
lutions to e.ceompHsh a change of such total
amount.

"(b) CoNswix.rIoN or PAY-As-You-Go
RECONCIUATION DIacnvE.—In the Senate,
section 305(b) shall apply to the reconcilta-
tion directive described in subsection (a) in
the same manner as If it were a concurrent
resolution on the budget.

'(c) CONSThRAT1ON 0? PAY-As-You-Go
R,cONcn.IATIOW LIsLArION.—In the House
of Repreaentative and in the Senate, sub-
ecUons (b) through (e) and (g) of secUon
310 shall apply in the same manner as If the
reconciliation directive described in subsec
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tion La) were a concurrent resolution on the
budget.
SEC. IO. APPLICATION OF SECIION 311.

'In the appljcation of section 311(a) to
any bill, resolution, amendment, or confer-
ence report, reference In section 311 to the
appropriate level of total budget authority
or total budget outlays or appropriate level
of total revenues set forth In the most re-
cently agreed to concurrent resolution on
the budget for a fiscal year shall be deemed
to be a reference to the appropriate level for
that fiscal year and to the total of the ap-
propriate level for that year and the 4 uc-
ceedlng years.
"SEC. 107. BUDGET RESOLUTIONS MUST CONFORM

TO BALANCED BUDGET AND EMER-
GENCY DEFICIT cO?'FROL ACr OF18

"It shall not be In order In the House of
Representatives or the Senate to consider
any concurrent resolution on the budget for
a fiscal year under section 301 that is Incon-
sistent with the requirements of the Bal-
anced Budget and Emergency Deficit Con-
trol Act of 1985 that apply to that fiscal
year.".
SEC. SOS. EFFECTIVE DATES.

This title shall take effect upon its date of
enactment and shall apply to fiscal years
1991 to 1995.".
SEC. !4112. CONFORMING AMENDMENTS.

(a) CoIiFoIiINc Arrimczs TO THE CoN-
GRES5IONAJ. Buicrr IMPouDMN'r CON-
TROL ACT 0? 1974.—

(1) TABI2 or CONTKN1s.—Section 1(b) of
the Congressional Budget and Impound-
ment Control Act of 1974 is amended to re-
flect the new section numbers and headings
created by this title.

(2) SEcTIoN 3.—Section 3 of such Act is
amended—

(A) by striking paragraphs (6) through
(10) and by Inserting the followlng

"(6) The term 'deficit' means, with respect
to a fiscal year. the amount by which out-
lay8 exceeds receipts during that year.

"(7) The term 'surplus' means, with re-
spect to a fiscal year, the amount by which
receipts exceeds outlays during that year.

(3) Scrioiq 202.—Section 202(a)(1) and
the second sentence of 202(f)(1) of 8uch Act
are amended by striking "budget authority"
and InsertIng "new budget authority".

(4) Sncnoc 300.—Section 300 of such Act
Is amended by striking "First Monday after
January 3" and by Inserting "First Monday
In February".

(5) 5crioiq 3O4.—Section 304 of 8uch Act
is amended by striking subsection (b) and by
striking "(c)" and InsertIng "(b)".

(6) SEcTION 3O1(i).—Section 301(i) of 8uch
Act is repealed.

(7) 8cnoi 311(a).—Section 311(a) of 8uch
Act is amended by striking "or, In the
Senate" and all that follows thereafter
through "Paragraph (2) of such subsection".

(8) 51xTION 904.—Section 904 of such Act
is amended by 8trlklng "and" after "UI", by
Inserting ", V. and VI (except 8ection 601)"
after "IV", and by striking "606,".

(b) CocyoItIINc AnMziti To tii B*i.-
Alcc!D BUDGET Eiinocy Dzricrr CON-
TROL ACT OP 1985.—Subsection (b) of section
375 of the Balanced Budget and Emergency
Deficit Control Act of 1985 is amended to
reed as follows:

"(b)ExpniTION.—Paj C of this title, sec-
tIon 271(b) of this Act. and sectionB 1105(f)
and 1106(c) of title 31, UnIted States Code,
shall expire September 30, 1995.".

(c) CO?lroluuNo A MV?S TO secTION
1105 or T2TL 31, UNrTW SmTIa CODE.—

(1) SECrION 1l05(a).—Section 1105(a) of
title 31, UnIted States Code, is amended by
striking "tlr8t Monday after January 3" and
by Inserting "first Monday In

(2) SgcrION 1105(f)..—Section 1105(f) of
title 31, United States Code, is amended to
read as follows:

"(f) The budget transmitted pursuant to
subsection (a) for a fiscal year shall be pre-
pared In a manner consistent with the re-
quirements of the Balanced Budget and
Emergency Deficit Control Act of 1985 that
apply to that fiscal year.".

(d) Cozipoijnro Axyrn)iiF2'rs TO THZ
Rui. or niz Housz or R'Jtsz1rrATIv!s.—

- (1) CROSS-REPRENCE.-—ClaUSe 1(e)(2) of
rule X of the Rules of the House of Repre-
8entatives is amended by striking "(a)(4)".

(2) CROSS-RZFERZNCE.-—Clause 1(eX2) of
nile X of the House of Representatives is
amended by striking Act, and any resolu-
tion pursuant to section 254(b) of the Bal-
anced Budget and Emergency Deficit Con-
trol Act of 1985 and InsertIng "Act".

(3) Au.OCATI0N$.—CjaUse 4(h) of nile X of
the House of Representatives is amended by
inserting "or section 603 (In the case of
fiscal years 1991 through 1995)" after "sec-
tiOn 302".

(4) Muirv*ii RZVT14u snMArEs.—
Clause 7(aXl) of nile XIII of the House of
RepresentativeB is amended by striking ",
except that, In the case of measures affect-

• Ing the revenues, 8uch reports 8hall require
only an estimate of the gain or 1oss In reve-
nue8 for a one-year period".

(e) Corpoij&nqc A7&nMz TO THE Swm-
nc RULES or iz SnA.—Paragraph
1(e)(1) of nile XXV of the Standing RuleB
of the Senate is amended by 8trlklng
"(aX4)".

Subtitle B—Permanent Amendmenth to the Con.
greulonal Budget and Impoundment Control
Act of 1974 -

SEC. 14Z01. CREDIT ACCOUNTING.
Title V of the Congressional Budget Act

of 1974 is amended to read as follows:
'I'ITLE V—CREDIT ACCOUNTING

"SEC. 501. COST OF LOANS.
"As used In this title, the term 'cost' or

'cost of loans' means the cost to the Govern-
ment of any loan (that is, any direct loan or
loan guarantee), Including the cost of, and
receipts from, insurance purchased by the
Oovernnaent, except Indirect costs 8uch a8
administrative costs or any effect on re-
ceipts, and 8hall be calculated as follows:

"(1) DIRECT LOAlqS.—For a direct loan to
the public made by the Oovernment, the
difference between the face value of the
loan and the net present value of—

"(A) the repayments of principal; and
"(B) payments of intejest and other pay-

ments;
to the Oovernnient by the borrower over
the life of the loan, alter adjusting for esti-
mated defaults, prepayments, fees, penal-
Ues, and any other recoveries.

"(2) LoAN cUANTzs.—For a loan made
by a non-Federal borrower that 18 guaran-
teed M to principal or Interest, In whole or
In part, by the Government. the net present
value of (A) estimated paymenth by the
Oovernment to cover defaults, Interest sub-
8idles, or other costs, and (B) receipts (8uch
U origination and other fees, penalties, and
other recoveries) by the Government.

"(3) AcTiois THAT ALTflI COSTS.—Any Oov.
ernnient action that alters estimated loan
costa (except modllication8 within the terms
of a loan contract) shall be accounted a in.
creasing Or decreasing, as the case may be,
the co3t to the Oovernment of such loans.

"(4) Discotnrr RATL—The estimated aver•
age interest rate on new Issues of Treasury
securities of 8Iznllar maturity to the loans
being estimated Bhall be used as the dis-
count to preaent value.
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"SEC. 5e2. BUDGETARY ACCOUNTING.

"(a) Nw BuIx AuThORITY—The au-
thority to Incur new direct loan obligations,
make new loan guarantee commitments, Or
directly or indirectly alter the costs of out-
8tandlng loans is new budget authority in an
amount equal to the cost (Ba defined in sec-
tion 501), In the fIscal year in which definite
authority become8 available or in which in-
definite authority is used.

"(b) Ovn.AYs.—Outlays resulting from.
and equai in amount to, the amount of new
budget authority referred to in 8ubsection
(a) that is obligated shall be recorded in the
fiscal year in which a loan is disbursed or its
cost altered.

"(c) REsIDu CASH FLow.—
'(1) IN cEN —A]) flows of cash result-

ing from Federal loan contracts other than
the outlays recorded pursuant to subsection
(b) shall be a means of financing the deficit.

"(2) RpzsTjc1'ps.—Whenever the esti-
mate of the cost of loan obligations or com-
mitments aiready made for a given program
cohort differs from the estimate used when
the loans were made, that ree8timate shall
Immediately be reflected in the budget as a
change in program costs and as a change in
net interest.

"(3) IMPLEMENTATION.—Ifl order to effectu-
ate the accounting required by the previous
provisions of this section, (A) the President
18 authorIzed to establish such nonbudge-
tary accounts aa may be appropriate, and
(B) the Secretary of the Treasury shall
borrow from, receive from, lend to, or pay to
such accounts 8uch amounts as may be ap-
propriate.
SEC. 503. CONGRESSIONAL CONTROL OF LOANcosi
"(a) APPROPRIATION RzQuuxx.—NOtwlth-

standing any other provision of law, new
direct loan obligations may be incurred and
new loan guarantee commitments may be
made after September 30, 1991, only to the
extent that appropriations of new budget
authority to cover their costs are made, or
authority is otherwise provided. in appro-
priation Acts enacted after January 1, 1991.

"(b) ExzMr1ON FOR MANDATORY PRO-
CAMS—Subsection (a) shall not apply to any
loan program that constitutes a spending re-
quirement, and all existing programs funded
through the Commodity Credit Corpora-
tion.
"SEC. 504. EXECUTIVE BRANCH COST ESTIMATES.

"(a) IN (}NZRAL.—For the executive
branch, all e8tlmates required by this title
8hall be made by the Director of the Office
of Management and Budget after consulta-
tion with the agencie8 that administer loan
programs (or, I! 8uch authority is delegated.
by those agencies), and shall be based upon
written guidelines, regulations, or criteria
(consistent with the definitions in this title)
established by the Director after consulta-
tion with Secretary of the Treasury and the
Director of the Congressona1 Budget
Office.

'(b) IpRov1No CosT EsTI?*ms.—The
Office of Management and Budget and the
Congressional Budget Office shall work to-
gether to develop accurate data on the his-
torical performance of loan programs. They
shall annually review loan portfolios to Im-
prove estlmate8 of loan costs.

"(c) Aociss TO DATA.—The Office of Man-
agement and Budget, the Treasury, and the
Congressional Budget Office shall have
access to all agency data that may facilitate
the development or improvement of loan
cost estimates.
"SEC. 506. BUDGET PRESENTATION OF COSTS

"(a) ADMXNI8ThATIVK Ex?wsEs.—AIl fund-
Ing for an agency8 administration of a loan
program shall be displayed as distinct and
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separately identified subaccounts within the fIscal years (as estimated at the time of en-
same budget account as the program's loan actment), exceeds $250,000,000,
cost, but appropriation Acts may transfer and such legislation under consideration
funding for those administrative COStS to d not provide at least a net increase, for
other accounts. the same period referred to in clause (i) or

"(b) Lo*N COSTS BEFORE FIsCAL YW (H); in OASDI taxes of the amount by which
1992.—The Office of Management and the net increase in such benefits exceeds
Budget shall, to the extent possible, make the amount specified in such clause; or
summary estimates àf loan costs incurred in (B) upon enactment—
years before fiscal year 1992 and shall make (i) such legislation under consideration
such information available to supplement Or would provide for a net decrease in OASDI
adjust (as appropriate) historical data for taxes of at least 0.02 percent of the present
such years. value of future taxable payroll for the 75-
"SEC. 60e EFFECTIVE DATES. year period utilized in the most recent

"(a) PREsIDENT's BtmGn,.—Thls title shall annual report of the Board of Trustees pro-
apply to budget estimates for loans to be ob- vided pursuant to section 201(c)(2) of the
ligated in fiscal year 1992 and thereafter Social Security Act, or
presented in the budgets submitted by the (ii) the net decrease in OASDI taxes (for
President under section 1105(a) of title 31. the 5-year period conElsting of the fiscal
United States Code, after the enactment of year in which such legislation under consid-
this title. eration would be effective and the next 4

"(b) CoNcssIoNA1. BuDGrr.—Thls title flscal years) provided by such legislation
shall apply to budget estimates fOr loans to under consideration, together with the 5-
be obligated in fiscal year 1992 and thereaf- year net decrease in OASDI taxes resulting
ter contained ,in concurrent resolutions on from previous legislation enacted during
the budget for fiscal years 1992 and thereat- that fiscal year or any of the previous 4
ter. fiscal years (as estimated at the time of en-

'(c) LOitrs OBLIcAr Byoitz FISCAL Y*R actment), exceeds $250,000,000,
1992.—Net costs of loans obligated before and such legislation under consideration
fIscal year 1992 shall be shown in the does not provide at leaat a net decrease, for
budget on a cash basis. This Subsection shall the same period referred to in clause (i) or
be deemed to provide authority to make any (ii), in OASDI benefits of the amount by
payments required to be made on such loan which the net decrease in such taxes ex-
contracts. ceeds the amount specified in such clause.
8EC 507. STUDY OF FEDERAL INSURANCE AC- (2) In applying subparagraph (B) of para-

OOWT1NG. graph (1), any provision of any bill or reso-
"The Director of the Office of Manage- lution, or any amendment thereto, or cón.

ment and Budget and the Director of the ference report thereon, the effect of which
Congressional Budget Office shall each I to provide for a net decrease for any
study whether the accounting for Federal period in taxes described in paragraph
deposit insurance programs should be on a (3)(B)(i) shall be disregarded if such bill,
cash basis, on the same basis as loan guaran- resolution, amendment, or conference
tees, or on some other basis. Each Director report aiso includes a provision the effect of
shall report findings and recommendations which is to provide for a net increase of at
to the President and the Congress by least an equivalent amount for such period
August 31, 1991.". in medicare taxes.

Subtitle C—Social Securtty (3) For purposes of this subsection:
SEC. 14301. OFF-RUDGT STATUS OF OASDI TRUST (A) The term "OASDI benefits" means

FUNDS. the benefits under the old-age, survivors,
Notwithstanding any other provision of and disability Insurance programs under

law, the receipts (excluding interest on obli- title II of the Social Security Act.
gations described in section 201(d) of the (B) The term "OASDI taxes" means—
Social Security Act) and disbursements of (D the taxes Imposed under sections
the Federal Old-Age and Survivors Insur- 1401(a), 3101(a), and 3111(a) of the Internal
ance Trust Fund and the Federal Disability Revenue Code of 1988. and
Insurance Trust Fund shall not be counted (H) the taxes Imposed under chapter 1 of
as new budget authority, outlays, receipts, such Code (to the extent attributable to 8CC-
or deficit or surplus for purposes of— tion 88 of such Code).

(1) the budget of the United States GOV- (C) The term "medicare taxes" means the
ernment as submitted by the President. taxes imposed under sections 1401(b).

(2) the congressional budget, or 3101(b), and 3111(b) of the Internal Reve.
(3) the Balanced Budget and Emergency nue Code of 1988.

Deficit Control Act of 1985. (D) The term "previous legislation" Bhall
SEC. 14302. PROTECnON OF OASDI FU?4D8 not include legislation enacted before fiscal

year 1991.(a) In GwnL.—(1) It shall not be in (E) No provision of any bill or resolution,order in the House of Representatives or or any amendment thereto or conferencethe Senate to consider any bill or resolution, report thereon, involving a change in chap-or any amendment thereto or conference ter 1 of the Internal P.evenue Code of 1988report thereon, shall be treated as affecting the amount of.
(A) upon enactment— OASDI taxes referred to in subparagraph(i) such legislation under consideration (B)(U) unless such provision changes thewould provide for a net increase in OASDI income tax treatment of OASDI benefits.

benefits of at least 0.02 percent of the. (b) , RULDIAKIIIG POWER 0?present value of future taxable payroll for THZ House 0? RPRESENrAT1VZS *1W THEthe 75.year period utilized in the most SEIqA.—Subsection (a) Is enacted by the
recent annual report of the Board of Thist Congress—
ees provided pursuant to section 201(c)(2) of (1 as an exercise of the rulemaking power
the Social Security Act, Or of the House of Representatives and the

(ii) the net increase in OASDI benefits Senate, respectively, md as such they shall
(for the 5-year period conEisting of the fiSCal be considered as a part of the rules of each
year in which such legislation under conEid- House, respectively, or of that House to
eration would be effective and the next 4 which they specifically apply, and such
fIscal years) provided by such legislation rules shall supersede other rules only to the
under consideration, together with the 5- extent that they are inconsistent therewith;
year net increases in OASDI benefits result- and
ing from prevôus legislation enacted during (2) with full recognition of the conEtitu-
that fIscal year or any of the previous 4 tiOnal right of either House to change such
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rules (so far a relating to such House) at
any time, in the same manner, and to the
same extent as in the case of any other rule
of such House,
SEC 14303. REPORT TO THE CONGRESS BY THE

BOARD OF TRUSTEES OF THE OASDI
ThUST FUNDS REGARDING THE ACFU.
ARIAL BALANCE OF THE TRUST
FUNDS

Section 201(c) of the Social Security Act
(42 U.S.C. 401(c)) Is amended by Inserting
after the first sentence following clause (5)
the following neW sentence: "Such state-
ment shall include a finding by the Board of
Trus as to whether the Federal Old-Age
and Survivors Insurance Trust Fund and
the Federal Disability Insurance Trust
Fund, individually and collectively, are in
close actuarial balance (as defined by the
Board of Trustees).".
SEC. 14304. EFFECTIVE DATE.

Sections 14301 and 14302, and any amend-
ments made by such 8ections, shall apply
with respect to fiscal years beginning on or
after October 1, 1991. Section 14303 shall be
effective for annual reporta of the Board of
Trustees Issued in or after calendar year
1991.

Subtitle D—Treatment of FiøcaI Year 1991
Sequestration

SEC. 14101. RESTORATION OF FUNDS SEQUES-
TERED.

(a) ORDER RscnmD.—Upon the enact-
ment of this Act, the orders Issued by the
President on August 27, 1990, and October
15, 1990, pursuant to section 252 of the Bal-
anced Budget and Emergency Deficit Con-
trol Act of 1985 are hereby rescinded.

(b) AM0Wn,s REsTo1zD.—Any action taken
to Implement the orders referred to in sub-
section (a) shall be reversed, and any se-
questrable resource that has been reduced
or sequestered by such orders is hereby re-
stored, revived, or released and shall be
available to . the same extent and for the
same purpose as if the orders had not been
Issued.
Subtitle E—Government-.ponaored Enterpriea

SEC. 14501. FINANCIAL SAFETY AND SOUNDNESS OF
GOVERNMENT-SPONSORED ENTER.
PRISE&

(a) DErIz1I1ow.—For purposes of this sec-
tion, the terms °Government-sponsored en-
terprise" and "OSEs" mean the Farm
Credit System (including the Farm Credit
Banks, Banks for Cooperatives, Federal Ag-
ricultural Mortgage Corporation, and Farm
Credit Insurance Corporation), the Federal
Home Loan Bank System, the Federal
Home Loan Mortgage Corporation, the Fed-
eral National Mortgage Association, and the
Student Loan Marketing Association.

(b) TREASURY DPARTNT STUDY AND PRO-
POSED I.iGISLATIOW,—

(1) The Department of the Treasury shall
prepare and submit to Congress no later.
than Apr11 30, 1991, a study of GSEs and
recommended legislation.

(2) The Btudy shall include an objective
assessment of the financial soundness of
OSE5. the adequacy of the existing regula-
tory structure for OSE6, and the financial
exposure of the Federal Government posed
by GSEs.

(C) CowossIowAL BuDcrr OFTICE
8Tm)Y.—

(1) The Congressional Budget Office shall
prepare and submit to Congress no later
than April 30, 1991, a study of GSEs.

(2) The study shall include an analysis of
the financial risks each GSE assumes, how
Congress may improve its understanding of
those risks, the supervision and regulation
of GSE5! risk management, and the finan-
cial exposure of the Federal Government
posed by OSEs. The study shall also include
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an analysis of alternative models for over-
sight of OSEs and 01 the Costs and benefits
of each alternative model to the Govern-
ment and to the markets and beneficiaries
served by OSEs.

(d) Acczss TO RELEVART INFORMATION.—
(1) For the studies required by this sec-

tion. each GSE shall provide full and
prompt access to the Secretary of the Treas-
ury and the Director of the Congressional
Budget Office to its books and records and
other information requested by the Secre-
tary of the Treasury or the Director of the
Congressional Budget Office.

(2) In preparing the studies required by
this section, the Secretary of the Treasury
and the Director of the Congressional
Budget Office may request Information
from, or the assistance of, any Federal de-
partment or agency authorized by law to su-
pervise the activities of a OSE.

(e) CoInsnIAI.ITy 07 Rmzvax'r INFOR-
MATION.—

(1) The Secretary of the Treasury and the
Director of the Congressional Budget Office
shall determine and maintain the confiden-
tiality of any book, record, or Information
made available by a GSE wider this section
in a manner consistent with the level of con-
fidentiality established for the material by
the GSE involved.

(2) The Department of the Treasury and
the Congressional Budget Office shall be
exempt from section 552 of tItle 5, United
States Code, for any book, record, or Infor-
mation made available under subsection (d)
and determined by the Secretary of the
Treasury or the Director of the Congres-
sional Budget Office, as appropriate, to be
confidential under this subsection.

(3) Any officer or employee of the Depart-
ment of the Treasury or the Congressional
Budget Office shall be subject to the penal-
ties set forth in section 1906 of title 18,
United States Code, if—

(A) by virtue of his or her employment or
official position, he or she has possession of
or access to any book, record, or informa-
tion made available under and determined
to be confidential under this section; and

(B) he or she discloses the material in any
manner other than—

(i) to an officer or employee of the De-
partment of the Treasury or the Congres-
sional Budget Office; or

(II) pursuant to the exception set forth in
such section 1906.

(f) Rtrrazavq'r To REPORT Lzcisi.a-
TIoN.—The committees of jurisdiction in the
House and Senate shall prepare and report
to the House and Senate, respectively, no
later than September 15, 1991, legislation to
ensure the financial soundness of OSEs and
to minimize the possibility that a OSE
might require future assistance from the
Government.

The CHAIRMAN. Only the follow-
ing two amendments en bloc are In
order to the bill:

The amendment en bloc printed In
part 2 of House Report 101-882, if of-
fered by Representative Rositiow-
SKI, OT his designee. Said amendment
shall be considered as read, shall not
be subject to amendment, shall be In-
divisible, and is debatable for up to 1
hour, equally divided and controlled
by the proponent and a Member op-
posed.

An amendment en bloc offered by
Representative PANETTA, or his desig-
nee. Said amendment shall be consid-
ered as read, shall not be subject to
amendment, shall be indivisible, and is
debatable for up to 30 mInutes, equal-
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ly divided and controlled by the propo-
nent and a Member opposed.

AMENDMEWrS RN BLOC OFFERED BY MR.
R0STTNKow5KI

Mr. ROSTENKOWSKI. Mr. Chair-
man, I offer amendments en bloc.

The CHAIRMAN. The Clerk will
designate the axtiendments en bloc.

The text of the amendments en bloc
Is as follows:

Amendments en bloc offered by Mr. Ros-
s'Ecxowsiu: Amend subtitle D of title XII to
read as follows:
Subtitle D—Provlsions Relating to Medicare

Part B Premium and Deductible
SEC. 12301. PART B PREMIUM.

Section 1839(eXl) of the Social Security
Act (42 U.S.C. 1395r(eXl)) is amended—

(1) by inserting '(A)" after "(e)(1)", and
(2) by adding at the end the following new

subparagraph:
"(B) Notwithstanding the provisions of

subsection (a), the monthly premium for
each individual enrolled under this part for
each month in—

"(i) 1991 shall be $29.90,
"(U) 1992 shall be $31.70,
"(iii) 1993 shall be $36.50,
"(iv) 1994 shall be $41.20, and
"(v) 1995 shall be $46.20.".

SEC 12302. PART B DEDUCTIBLE.

Section 1833(b) of the Social Security Act
(42 U.S.C. 13951) is amended by Inserting
after "$75" the following: "for calendar
years before 1991 and $100 for 1991 and sub-
sequent years".

Strike title XIII and Insert the following:
TITLE XIU—COMMITrEE ON WAYS

AND MEANS: REVENUE PROVISIONS
SEC. 13001. SHORT TITLE: ETC.

(a) SHORT Tmz.—Thls title may be cited
as the "Revenue Reconciliation Act of
1990".

(b) AMENDMENT 07 1986 C0DZ.—Except as
otherwise expressly provided, whenever in
this title an amendment or repeal is ex-
pressed in terms of an amendment to, or
repeal of, a section or other provision, the
reference shall be considered to be made to
a section or other provision of the Internal
Revenue Code of 1986.

(c) SECTION 15 NOT To APPLY.—Except as
otherwise expressly provided in this title, no
amendment made by this title shall be
treated as a change In a rate of tax for pur-
poses of section 15 of the Internal Revenue
Code of 1988.

(d) TABLE 07 Coin'zrrs.—
TITLE XIII—COMMITrEE ON WAYS

AND MEANS: REVENUE PROVISIONS
Sec. 13001. Short title; etc.

Subtitle A—Individual Income Tax
Provisions: Luxury Excise Tax

PArr I—PRovIsIoNs AFYECTINO HIGH-INCOME
IIWIvIDUAI.s

Sec. 13101. FflImintjon of provision reduc-
ing marginal tax rate for high-
income taxpayers.

Sec. 13102. Increase in rate of individual al-
ternative minimum tax..

Sec. 13103. Surtax on individuals with in-
comes over $1,000,000.

Sec. 13104, Taxes on luxury items,
Sec. 13105. Increase in dollar limitation on

amount of wages subject to
hospital insurance tax.

Parr TI—DELAY or INnxnw 07 INcoMz Tax
BRACKETS AND PERSONAL EXEMPTIONS

Sec. 13111. Delay of indexing of income tax
brackets and personal exemp-
tions.
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PART UI—PROVISIONS RELATED TO EARNED

INcoME Tax CREDIT
Sec. 13121. Increase in earned income tax

credit.
Sec. 13122. Simplification of credit.

PART IV—CAPITAL GAINS PROVISIONS

Subpart A—Reduction in Capital Gains Tax
for Individuals

sec. 13131. Reduction in capital gains tax
for individuals.

Subpart B—Depreciation Recapture
Sec. 13135. Recapture under section 1250 of

total amount of depreciation,
Subtitle B—Excise Taxes

PART I—Taxss RxL.A'rm TO HsaLTa AND THE
ENVIRONMENT

Sec. 13201. Increases in excise taxes on dis-
tilled spirits, wine, and beer.

Sec. 13202. Increase in excise taxes on to-
bacco products.

Sec. 13203. Additional chemicals subject to
tax on ozone-depleting chemi-

PART U—USER-REI.ATZD TAXES

Sec. 13211. Increase and extension of avia-
tion.related taxes and trust
fund; repeal of reduction in
rates.

Sec. 13212. Amendments to gas gumler tax.
Sec. 13213. Increase in harbor maintenance

tax.
Sec. 13214. Extension of Leaking Under-

ground Storage Tank Trust
Fund taxes.

Sec. 13215. Floor stocks tax treatment of ar-
ticles in foreign trade zones.

Subtitle C—Other Revenue Increases
PART I—INsuwics PROVISIONS

Subpart A—Provisions Related to Policy
Acquisition Costs

Sec. 13301. Capitalization of policy acquisi-
tion expenses.

Sec. 13302. Treatment of nonlife reserves of
life Insurance companies.

Sec. 13303. Treatment of life insurance re-
serves of insurance companies
which are not life insurance
companies.

Subpart B—Treatment of Salvage
Recoverable

Sec. 13305. Treatment of salvage recover-
able.

Subpart C—Waiver of Estimated Tax
Penalties

Sec. 13307. Waiver of estimated tax penal-
ties.

PaRr U—COMrIJANcE PROVISIONS
Sec. 13311. Suspension of statute of limita-

tions during proceedings to en-
force certain summonseS.

Sec. 13312. Accuracy-related penalty to
apply to section 482 adJust-
ments.

Sec. 13313. Treatment of persons providing
services.

Sec. 13314. Application of amendments
made by section 7403 of Reve-
nue Reconciliation Act of 1989
to taxable years beginning on
or before July 10, 1989.

Sec. 13315. Other reporting requirements.
Sec. 13316. Study of section 482.

Parr UI—EMPLoYER REvERSIONs
Subpart A—Treatment of Reversions of

Qualified Plan Assets to Employers
Sec. 13321. Increase in reversion tax.
Sec. 13322. Additional tax If no replacement

plan.
Sec. 13323. Effective date.
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SUBPART B—TRANSFERS TO RETIRED HEALTH

ACCOUNTS

Sec. 13325. Transfer of excess pension assets
th retiree health accounts.

Sec. 13326. Application of ERISA th trans-
fers of excess pension assets th
retiree health accounts.

PART IV—Coiuon PROVISIONS

"If tuable income is: The tax Is:
Not Over $19450 .. 15% of taxable Income,
Over $19450 but not $2.91.5o, plus 28% of

over $47,050. the exceas over
$19,450.

Over $47,050 $10645.50. pIus 33% of
the excesa over
$47,050.

'(d) MAR1uJz INDIVIDUALS FILING 5gpAR.ATE
RrruS.—There is hereby Imposed on the

paragraph (B) thereof' before the period at
the end of clause U).

(ii) by striking "1987" tn clauze (ii) and tn-
8tlng "1989", and

(iii) by addtng at the end of clause (ii) the
following new 8entence: "Such subStitution
shall be tn lieu of the substitution under
clause (i).'.

(D) Subparagraph (B) of section 63(c)(4)
Sec. 13331. RecognItion of gain by distribut- taxable Income of every mar1ed Individual is amended by insertIng ', by substituting

trig corporation In certain see- (as defined In section 7703) who does not 'calendar year 1987' for calendar year 1989'
tion 355 transactions. make a Single return JoIntly with his spouse In subparagraph (B) thereof" before the

Sec. 13332. ModIfications th regulations
Issued under Section 305(c).

under section 6013, a tax determined In ac-
cordance with the following table:

period at the end.
(E) Clause Ui) of section 135(b)(2)(B) is

Sec. 13333. Modifications to section 1060.
Sec. 13334. Modification to corporation

equity reduction limitations on
net operating loss carrybacks.

Sec. 13335. Issuance of debt or stock in satis-
faction of indebtedness.

PART V—E OYMENT TAX PROVISIONS

Sec. 13341. Coverage of certain State and
local employees under Social
Security.

Sec. 13342. Extension of surtax on unem-
ployment tax,

Sec. 13343. Deposits of payroll
PART VI—MISCEU.ANoUS PROVISIONS

'If taxable income Is: The tax Is:
Not over $16,225 15% of taxable Income.

$16.225 but not $2433.15, plus 28% of
over $39,200. the excess over

$16,225.
Over $39200 $8866.75, plus 33% of

the excess over
$39,200.

"(e) ESTATES AND TRUSTS.—There is hereby
Imposed on the taxable income of—

"(1) every estate, and
"(2) every tt,

taxable under this Subsection a tax deter-
mined in accordance with the following
table:
'If taxable income Is: The tax 1

amended by striking ", determined by sub-
stituting calendar year 1989' for calendar
year 1987' in subparagraph (B) thereof".

(F) Subparagraph (B) of section 151(d)(3)
is amended by striking 01987 and inserting
'1989".

(G) Clause Ui) of section 513(hX2)(C) is
amended by Inserting", by substituting 'cal-
endar year 1987' for calendar year 1989' in
subparagraph (B) thereof" before the
period at the end.

(2) Section 1 is amended by striking sub-
section (h) and redesignating subsections (i)
and (J) as subsections (g) and (h), respective-
ly.

(3) Subsection (j) of section 59 is amend-
Sec. 13351. Special rules where grantorof

trust is a foreign person.
Sec. 13352. Return requirement where cash

received in trade or business.
Subtitle A—Individual Income Tax

Provisions: Luxury Excise Tax
PART I—PROVISIONS AYYECTING mGa-IflCOME

INDIVIDUALS

SEC 13101. ELIMINATION OF PROVISION REDUCING
MARGINAL TAX RATE FOR HIGH-
IliCOME TAXPAYERS,

(a) GEN1PAL Ruu.—Section 1 (relating to
tax imposed) is amended by striking subsec-
tions (a) through (e) and inserting the fol-
lowing:

(a) MARRIED INDIVIDUALS FILING JOIRT
Rrruius D SURVIVING SPOUSES—There is
hereby Imposed on the taxable income of—

'(1) every married individual (as defined
in section 7703) who makes a single return
Jointly with his spouse under section 6013,
and

'(2) every surviving spouse (8.5 defined in
section 2(a)). a tax determined in accord-
ance with the following table:
"If tab1e Income is: The tix

Notover$S.450 .. 15%oftaxablelncorne.
Over $5,450 but not over $811.50. plus 28% of the

$14150. exce over $5,450.
over $14,150 $3.253.50. plus 33% of

the excess over
$14,150.

(b) REPEAL OF PhASEOD'r.—
(1) IN cn&i..—Section 1 is amended by

striking subsection (g) (relating to phaseout
of 15-percent rate and personal exemp-
tions).

(2) CONFORMING Mir.—Subpara-
graph (A) of section 1f)6) (relating to ai
Justments for inflation) is amended by strik-
Ing 'subsection (g)(4)',

(c) 28 PERCENT MAXIMUX CAPITAL GAINS
RATE.—Subsection (J) of section 1 (relating
to niaximuni capital gains rate) is amended
to read as follows:

°(J) MAXIMUM CAPITAL GAINS'l IN GENIRAL.—If a taxpayer has a net
capital gain for any taxable year, then the
tax Imposed by this section shall not exceed
the sum of—

"(A) a tax computed at the rates and in
the same manner as if thiB subsection had
not been enacted on the greater of—

(i) taxable income reduced by the

ed—
(A) by striking section 1(i)" each place tt

appears and Inserting °section 1(g)", and
(B) by striking section 1(i)(3)(B)" in

paragraph (2XC) and Inserting section
1(g)(3)(B)',

Paragraph (4) of section 691(c) is
amended by striking "1(J)" and Inserting
"1(h)".

(5XA) Clause U) of section 904(b)(3)(D) is
amended by striking "subsection (J)" and in-
serting "subsection (h)",

(B) Subclause U) of section
904(b)(3)(E)(1U) is amended by 8trlking 'sec-
tion 1(J)" and inserting sectlon 1(h)".

(6) Clause (iv) of section 6103(e)(1XA) is
amended by striking °gection 1(J)" and in-
serting °section 1(g)",

(7XA) Subparagraph (A) of section
7518g)6) is amended by striking 1(J)" and
inserting 1(h)",

(B) Subparagraph (A) of section 607(h)(6)
of the Merchant Marine Act. 1936 is amend-
ed by striking '1(J)" and Inserting 1(h)".

(b) Envz DAr.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1990.

Not over 32450 15% of taxable income, amount of the net capital gain, or SEC. 13102. INCREASE IN RATE OF INDIvIDUAL AL.-
Over $245O but not $4,867.50. plus 28% of

over $67,2)O. the exce over
(ii) the amouit of taxable income taxed

at a rate below 28 percent, plus
TERZATIVE MINIMUM TAX.

(a) Gzi. RULZ.—Subparagraph (A) of
$32,450.

Over $78,400 $11,133.50. plus 33% of
the exces8 over
$78,400.

(B) a tax of 28 percent of the amount of
taxable income in excess of the &mount de-
termined under paragraph (1).

(2) COOINATION WITH SCr1ON 1202 DE-

section 55(bXl) (relating to tentative mini.
mum tax) is amended by striking "21 per-
cent" and InsertIng 025 percent".

(b) EFPTCrTVE DATL—The amendments'(b) HEADS OF HOUSOS.—There is
hereby 1n'posed on the taxable income of
every head of a household (a defined in
section 2(b)) a tax determined in accordance
with the folloing table:

DUCTION.—For purposes of paragraph (1),
the amount of the net capital gfaln shall be
reduced by the sum of—

"(A) the amount allowable as a deduction
under section 1202(aXl). plus

made by subsection (a) shall apply to tax-
able years beginning after December 31.
1990.
SEC. 13103. SURTAX ON INDIVIDUALS WITH INCOME

ovi si,eoo.ooo.
If taxable income Is: The

Not over $26,050 15% of taxable income,
Over $26,050 but not $3907.50. plus 28% of

over $67200. the excess over
$26,500.

'(B) the amount of the qualified gain (as
defined in section 1202(c)) for the taxable
year to the extent taken into account under
section 1202(c)(1) for the taxable year."

(d) ThCRNICAL AMKNDMZNTS.—

(a) GI2iz1i. Rm.z—Subchapter A of
chapter 1 (relating to determination of tax
liability) is amended by adding at the end
thereof the following new part:

Over $6,2O0 $15,429.50. plus 33% of (1)(A) Subsection (f) of section 1 is amend- PART VilI—SURTAX ON INDIVIDUALS WITh
the excess over
$6,2OO.

(c) UNMARRIED INDIVIDUALS (OTHER THAi!
SURVIVING SPOUSES Hs o HOUSE-
nos).—There is hereby Imposed on the

ed—
(i) by striking "1988" In paragraph (1) and

inserting '1990", and
(ii) by striking 1987" In paragraph (3XB)

and Inserting '1989".

INCOMES OVER $1,000,000

'Sec. 59B. Surtax on section 1 tax.
"Sec 59C. Surtax on minImum tax.
•ec 59D. Special rules.

taxable income of every individual (other (B) Subparagraph (B) of 8ectiOn 32(iXl) is SEC. 9B. SURTAX ON SECTION I TAX.
than a surviving spouse as defined in 8ectiOn amended by strikIng 1987" and InsertIng 'SIn the case of an individual who has tax-
2(a) or the head of a household as defined "1989". able income for the taxable in excess of
In sectIon 2(b)) who is not a married individ- (C) Subparagraph (C) of section 41(eX5) is $1.000.000, the amount of the tax Imposed
ual (as defined in sectIon 7703) a tax deter- amended— under 8ectiOn 1 for such taxable year shall
mined in accordance with the following (i) by Inserting ', by substituting calendar be increased by 10 percent of the amount
table' year 1987' for calendar year 1989' In sub which bears the same ratio to the tax liii-
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posed under sectIon 1 (determIned without
rgard to this section) as—

"(1) the amount by which the taxable
Income of such Individual for such taxable
year exceeds $1,000,000, bears to

"(2) the total amount of such Individual's
taxable income for such taxable year.
"SEC. DC. SURTAX ON MINIMUM TAX.

"In the case of an individual who has al-
ternative minimum taxable Income for the
taxable year In excess of $1,000,000, the
amount of the tentative minimum tax deter-
mined under section 55 for such taxable
year shall be Increased by 2.5 percent of the
amount by which the alternative minimum
taxable income of such taxpayer for the
taxable year exceeds $1,000,000.
"SEC. SSD. SPECIAL RULES

"(a) SURTAX To APPLY TO ESTATES AND
Tmrs.—Por purposes of this part, the term
'Individual' Includes any estate or trust tax-
able under section 1.

"(b) TazansErr oP MARRIED INnrvmUAi.s
PILING SEPAIIATE Rrruaxs.—In the case of a
married Individual (within the meaning of
section 7703) fIling a separate return for the
taxable year, sections 59B and 59C shall be
applied by substituting '$500,000' for
'$1,000,000'.

"Cc) COORDINATION WITH OTHER Psovx-
'SIoNS.—The provisions of this part—

"(1) shall be applied after the application
of section 1(h), but

"(2) before the application of any other
provision of this title which refers to the
amount of tax Imposed by sectIon 1 or 55, as
the case may be."

(b) CLERIcAl. A nWMENT.—The table of
parts for subchapter A of chapter 1 is
amended by adding at the end the following
new item:
"Part VIII. Surtax on Individuals with In-

comes Over $1,000,000."
Cc) EFFEcTIvE DATE.—The amendments

made by this section shall apply to taxable
years beginning after December 31 1990.
SEC. 13104. TAXES ON LUXURY ITEMS.

(a) IN GsDnmu..—Chapter 31 (relating to
retail excise taxes) is amended by redesig-
nating subchapters A and B as subchapters
B and C, respectively, and by Inserting
before subchapter B (as so redesignated)
the following new subchapter

"Subchapater A—Certain Luxury Items
"Part I. Imposition of taxes.
'Part II. Rules of general applicability.

"PART I. IPOsITIow or Txss
"Supbart A. Passenger vehicles, boats, and

aircraft.
"Subpart B. Jewelery and furs.
"Subpart A—Passenger Vehicles, Boats, and

• Aircraft
"Sec. 4001. Passenger vehicles.
"Sec. 4002. Boats.
"Sec. 4003. AIrcraft.
"Sec. 4004. Rules applicable to subpart A.
"SEC. 4001. PASSENGER VEHICLES.

"(a) hPosmoN or T*x—There is hereby
Imposed on the 1st- retail sale of any passen-
ger vehicle a tax equal to 10 percent of the
price for which so sold to the extent such
price exceeds $30,000.

"(b) PAssENGER VssIICLL—
"(1) IN orIxRAi.—Por purposes of subsec-

tion (a), term 'passenger vehicle' means any
4wheeled vehicle—

"(A) which is manufactured primarily for
use on public streets, roads, and highways,
and

"(B) which is rated at 6,000 pounds un-
loaded gross vehicle weight or less.

"(2) SrxcIAL RULEs.—
"(A) TRUCKS AND vaiis.—In the case of a

truck or van, paragraph (1XB shall be ap-
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plied by substituting 'gross vehicle weight'
for 'unloaded gross vehicle weight'.

"(B) LIMoUsnqzs.—In the case of a lixnou-
sine, paragraph (1) shall be applied without
regard to subparagraph (B) thereof.

"Cc) EXCZPTION5 FOR TAXICABS, &c.—The
tax Imposed by this section shall not apply
to the sale of any passenger vehicle for use
by the purchaser exclusively In the active
conduct of a trade or business of transport-
ing persons or property for compensation or
hire.
"SEC. 4002. BOATS.

"(a) IMPosmoN or T*x.—There is hereby
Imposed on the 1st retail sale of anr boat a
tax equal to 10 percent of the price for
which so sold to the extent such price ex-
ceeds $100,000.

"(b) EXCEPTI0NS.—The tax Imposed by
this section shall not apply to the sale of
any boat for use by the purchaser exclusive-
ly In the active conduct of—

"(1) a trade or business of commercial
fishing or transporting persons or property
for compensation or hire, or

"(2) any other trade or business unless the
boat is to be used predominantly In any ac-
tivity which is of a type generally consid-
ered to constitute entertainment, amuse-
ment, or recreation.
-SEC. 4003. AIRCRAFT.

"(a) IMPOsITION or TAX.—There is hereby
Imposed on the 1st retail sale of any aircraft
a tax equal to 10 percent of the price for
which so sold to the extent such price ex-
ceeds $100,000.

"(b) AIRCRAFr.—For purposes of this sec-
tion, the term 'aircraft' means any air-
craft—

"(1) which is propelled by a motor, and
"(2) which is capable of carryIng 1 or more

Individuals.
"(c) ExcEP'xoNs.—The tax Imposed by this

section shall not apply to the sale of any
aircraft for use by the purchaser exclusive-

• ly—
"C 1) In the aerial application of fertilizers

or other substances,
"(2) In the case of a helicopter, In a use de-

scribed In paragraph (1) or (2) of section
4261(e),

"(3) In a trade or business of providing
flight training, or

"(4) In a trade or buslneth of transporting
persons or property for compensation or
hire.
"SEC. 4004. RULES APPUCABLE TO SUBPART L

"(a) EXEMPTION FOR Law ENFORCEMENT
Usxs, ETc.—No tax shall be Imposed under
this subpart on the sale of any article—

"(1) to the Federal Oovernment, or a
State or local government, for use exclusive-
ly In police, ftreflghtlng, search and rescue,
or other law enforcement or public safety
activities, or

"(2) to any person for use exclusively Iii
providing emergency medical services.

"(b) SEPARATE PURCHASE or ARTICLE AND
PARTS AND Accxssoaxxs Txxazros.—Under
regulations prescribed by the Secretary—

"(1) IN GENERAL.—Except as provided In
paragraph (2), if—

"(A) the owner, lessee, or operator of any
article taxable under this subpart (deter-

• mined without regard to price) Installs (or
causes to be Installed) any part or accessory
on such article, and

"(B) such Installation Is not later than the
date 6 months after the date the article was
1st placed In service,
then there is hereby imposed on such Instal-
lation a tax equal to 10 percent of the price
of such part or accessory and its Installa-
tion.

"(2) LwrIATI0N.—The tax Imposed by
paragraph (1) on the Installation of any
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part or accessory shall not exceed 10 per-
cent of the excess (if any) of—

"(A) the sum of—
"(I) the price of such part or accessory and

Its Installation,
"(II) the aggregate price of the parts and

accessories (and their Installation) Installed
before such part or accessory, plus

"(ill) the price for which the passenger ve-
hicle, boat, or aircraft was sold, over

"(B) $100,000 ($30,000 In the case of a pas-
senger vehicle).

"(3) EXcEPTI0NS.-.Paragraph (1) shall not
apply if—

"(A) the part or accessory Installed is a re-
placement part or accessory, or

"(B) the aggregate price of the parts and
accessories (and their Installation) described
In paragraph (1) with respect to the taxable
article does not exceed $200 (or such other
amount or amounts as the Secretary may by
regulation prescribe).

"(4) INsmu,ms SECONDARILY LIABLE FOR
TAX.—The owners of the trade or business
Installing the parts or accessories shall be
secondarily liable for the tax Imposed by
this subsection.

"(c) IMPOSITION or TAX ON SAl.Es, ETC.,
WITHIN 2 Yxaxs or ARTIcLEs PURCHASED
TAX-FREE.—

"(1) IN omrm.ai..—If—
"(A) no tax was Imposed under this sub-

-chapter on the 1st retail sale of any article
by reason of its exempt use, and

"(B) within 2 years after the date of such
1st retail sale, such article is resold bY the
purchaser or. such purchaser makes. a sub-
stantial non-exempt use of such article,
then such sale or use of such article by such
purchaser shall be treated as the 1st retail
sale of such article for a price equal to its
fair market value at the time of such sale or
use.

"(2) EXEMPT TEL—For purposes of this
subsection, the term 'exempt use' means
any use of an article if the 1st retail sale of
such article is not taxable under this sub-
chapter by reason of such use.

"Subpart B—Jewelry and Furs
"Sec. 4006. Jewelry.
"Sec. 4007. Furs.
"SEC. 4004 JEWELRY.

"(a) IMPosITION or TAX—There is hereby
Imposed on the 1st retail sale of any jewelry
a tax equal to 10 percent of the price for
which so sold to the extent such price ex-
ceeds $5,000.

"(b) JEwELRY—For purposes of subsection
(a), the term 'jewelry' means all articles
commonly or commercially known as jewel-
ry, whether real or Imitation, Including
watches.

"(c) MANUFACTURE FROM CUSTOMER'S M*-
TERlAI—If—

"(1) a person who In the course of a trade
or business produces jewelry from material
furnished directly or Indirectly by a custom-
er, and

"(2) the jewelry so manufactured is for
the use of, and not for resale by, such cus-
tomer,
the delivery of such jewelry to such custom-
er shall be treated as the 1st retail sale of
such jewelry for a price equal to its fair
market value at the time of such delivery.
"SEC. 4007. FUES.

"(a) IMPosmoN or T*x.—There is hereby
Imposed on the 1st retail sale of the follow-
ing articles a tax equal to 10 percent of the
price for which so sold to the extent such
price exceeds $10,000:

"(1) ArtIcles made of fur on the hide or
pelt.

"(2) Articles of which such fur is a major
component.
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'(b) MANUFACTURE PROM CUSTOMER'S M*-

TERIAL—If—
"(1) a person who in the course of a trade

or business produces an article of the kind
described in subsection (a) from fur on the
hide or pelt furnished, directly or Indirectly,
by a customer, and

'(2) the article is for the use of, and not
for resale by, such customer,
the deilvery of such article to such customer
shall be treated as the 1st retail sale of such
article for a price equal to its fair market
value at the time of such delivery.

"PART fl—Ruus o, OIERALAPPLICABU.ITY
"Sec. 4011. DefinitIons and special rules.

"SEC. OSIL DEF1NIIIONS AND SPECIAL RIJLES.

"(a) 1ST Rrr*n. SAI,s.—For purposes of
this subchapter, the term '1st retail sale'
means the 1st sale, for a purpose other than
resale, alter manufacture, production, or
Importation.

"(b) Uss TREATED AS SALE.—
"(1) IN GENERAL—If any person uses an ar-

ticle taxable under this subchapter (includ-
ing any use alter importation) before the
1st retail sale of such article, then such
person shall be liable for tax under this sub-
chapter in the same manner as If such arti-
cle were sold at retail by him.

"(2) EXEMPTION FOR FURTHER MANUPAC-
ruas.—Paragraph (1) shall not apply to use
of an article as material in the manufacture
or production of, or as a component part of,
another article taxable under this subchap-
ter to be manufactured or produced by him.

"(3) CorapurAi'ioic OP TAX—In the case of
any person made liable for tax by para-
graph (1), the tax shall be computed on the
price at which similar articles are sold at
retail in the ordinary course of trade, as de-
termined by the Secretary.

'(c) LEASES CONSIDERED AS SALss.—For
purposes of this subchapter—

"(1) Ix GENERAL—Except as otherwise pro-
vided in this subsection, the lease of an arti-
cle (including any renewal or any extension
of a lease or any subsequent lease of such
article) by any person shall be considered a
sale of such article at retail.

"(2) SPEcIAL RULES FOR CERTAIN LEASES OF
PAsSENGER VEMICLES, BOATS, AND AIRCRAI-r.—

"(A) TAX NOT IMPOSED ON SALE FOR LEASING
IN * QUALIFIED zz*ss.—The sale of a passen-
ger vehicle, boat, or aircraft to a person en-
gaged in a leasing or rental trade or business
of the article Involved for leasing by such
person in a qualified lease shall not be treat-
ed as the 1st retail sale of such article.

"(B) QuALIFIED LZASL—FOr purposes of
subparagraph (A), the term 'qualified lease'
means—

"U) any lease In the case of a boat or an
aircraft, and

"(ii) any long-term lease (as defined in sec-
tion 4052) In the case of any passenger vehi-
cle.

"(C) SPECIAL RULE8.—In the case of a
qualified lease of an article which is treated
as the 1st retail sale of such article—

"(i) DETERMINATION OP PRICE.—The tax
under this chapter shall be computed on the
lowest price for which the article is sold by
retailers in the ordinary course of trade.

"(11) PAYMENT OP Tax,—Rules similar to
the rules of section 4211(e)(2) shall apply.

'(ilI) No TAX WHERE FI USE BY
LsssEs.—No tax shall be Imposed on any
lease payment under a qualified lease if the
lessee's use of the article under such lease is
an exempt use (as defined in section
4004(c)) of such article.

"(d) DVrERMINATION OP PRICE.—
"(1) IN oENxRAL-In determining price for

purposes of this subchapter—
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is-
"(A) $100,000 for calendar year 1991, and
"(B) for any calendar year after 1991,

$100,000 adjusted In the same manner as is
used in adjusting the contribution and bene-
fit base under section 230 of the Social Se-
curity Act."

(b) 8ra.P-EMPLO'rMENT TAX.—
(1) Ix OncZRAL.—Subsection (b) of section

1402 Ia amended by striking "the contribu-
tion and benefit base (as determined under
section 230 of the Social Security Act)" and
inserting "the applicable contribution base
(as determined under subsection (k))".

(2) APPLICABLE CONTRIBUTION BASL—Sec-
tlon 1402 is amended by adding at the end
thereof the following new subsection:

"(k) APPLIcABLE CONTRIBUTION BASE.—Por
purposes of this chapter—

"(1) OLD-AGE, SURVIVORS, AND DI5ABn,rry
INSUItANCE.—POr purposes of. the tax Im-
posed by section 1401(a), the applicable con-
tribution base for any calendar year Is the
contribution and benefit base determined
under section 230 of the Social Security Act
for such calendar year.

"(2) HOSPITAL IN8URANCE.—?or purposes of
the tax Imposed by section 1401(b), the ap-
plicable contribution base for any calendar
year is the applicable contribution base de-
termined under section 3121(xX2) for such
calendar year."

(c) RAILEOAD Rrrnuscnrr TAX—Clause (I)
of section 3231(eX2XB) is amended to read
as follows:

"(i) TIER I TA.—
"(I) Ix OrIERAL.—Except as provided in

subclause (U) of this clause and in clause
(ii), the term 'applicable base' means for any
calendar year the contribution and benefit
base determined under section 230 of the
Social Security Act for such calendar year.

"(II) Hosrnu, INSURANCE TAU5.—FOr pur-
poses of applying so much of the rate appli-
cable under section 3201(a) or 3221(a) (as
the case may be) as does not exceed the rate
of tax in effect under section 3101(b), and
for purposes of applying so much of the
rate of tax applicable under section
3211(aRl) as does not exceed the rate of tax
In effect under sectIon 1401(b), the term 'ap-
plicable base' means for any calendar year
the applicable contribution base determined
under section 3121(xR2) for such calendar
year."

(d) TECHNICAL AMENDMENTS.—
(1) Paragraph (3) of section 6413(c) is

amended to read as follows:

"(3) SePARATE APPLICATION FOR HOSPITAL
INSURANCE Taxzs.—In applying this subsec-
tion with respect to—

"(A) the Lax imposed by sectIon 3101(b)
(Or any amount equivalent to such tax), and

"(B) so much of the tax Imposed by sec-
tIon 3201 as Is determined at a rate not
greater than the rate In effect under section
3lOHb),
the applicable contribution base determined
under section 3121(xR2) for any calendar
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"(A) there shall be Included any charge in- (B) by striking "auth contribution and

cident to placing the article In condition benefit base" and Inserting "such sppllcable
ready for use, contribution base".

"(B) there shall be excluded— . (2) APPLICABLE CoNTRIBUTION BASE.&e•
"U) the amount of the tax imposed by this Uon 3121 Ia amended by adding at the end

subchapter, thereof the following new subsection:
"(ii) if stated as a separate charge, the "(x) APPLICABLE CoNTRIBuTION BA5L—For

amount of any retail sales tax imposed by purposes of this chapter—
any State or political subdivision thereof or "(1) OLD-AGE, SURVIVORS, AND DISABILITY
Lb District of Columbia. whether the liabil- nisus.ixcs.—For purposes of the taxes im-
Ity for such tax Is Imposed on the vendor or posed by sections 3101(a) and 3111(a), the
vendee, applicable Contribution base for anycalen-

"(iii) the value of any component of such dar year is the contribution and benefit base
article If— determined under section 230 of the Social

"(I) such component Is furnished by the Security Act for such calendar year.
1st user of such article, and "(2) RosPrrAI, msuRANcs.—Por purposes of

"(II) such component hks been used the taxes Imposed by sections 3101(b) and
beforesuchfurnlshlng,e.nd . . 3111(b), the applicable contribution base

"(C) the price shall be deteiinlned without
regard to any trade-IlL
Subparagraph (B)(li1) shall not apply for
purposes of the taxes imposed by sections
4006 and 4001.

"(2) Orirm Rm.ss.—Rules similar tothe
rules of paragraphs (2) and (4) of section
4052(b) shall apply for purposes of this sub-
chapter.

"(e) PAIrIS ANn ACCESSORIEs SOLD Wi-rn
TAXABLE ABTICLE.—PartS and accessories
sold on, in connection with, or with the sale
of any article taxable under this subchapter
shall be treated as part of the article,

"U) PANUAL PATR!nrrs, ETc.—In the case
of a contract, sale, or arrangement described
In paragraph (2), (3), or (4) of section
4218(c), rules similar to the rules of section
4211(e)(2), and of sectIon 4216(d), shall
apply for purposes of this subchapter.".

(b) EXEMPTION FOR EXPORTS.—
(1) The material preceding paragraph (1)

of section 4221(a) is amended by striking
'section 4051" and inserting "subchapter A
or C of chapter 31".

(2) SubsectIon (a) of section 4221 is
amended by adding at the end thereof the
following new sentence: "In the case of
taxes imposed by subchapter A of chapter
31,pa,ragraphs (1), (3), (4), and (5) shall not
apply."

(c) EXEMPTION FOR SALES TO TILE UNITED
STATES.—SectIOn 4293 is amended by insert-
mg "subchapter A of chapter 31," before
"section 4041".

(d) TEcmiIcAI AMENDMENTS.—
(1) Subsection (c) of section 4221 is

amended by striking "section 4053(a)(6)"
and inserting "sectIon 4001(c), 4002(b),
4003(c), 4004(a). or 4053(a)(6)".

(2) Paragraph (1) of section 4221(d) is
amended by striking "the tax Imposed by
sectIon 4051" and Inserting "taxes imposed
by subchapter A or ,C of chapter 31",

(3) SubsectIon (d) of section 4222 is
amended by striking "sections 4053(a)(6)"
and inserting "sections 4001(c), 4002(b),
4003(c), 4004(a), 4053(a)(6Y',

(e) ClinICAL AMZNDBCENT.—The table of
gubchapters for chapter 31 Is amended to
read as followS
"Subchapter A. Certain luxury Items.
"SUbchapter B. Special fuels.
"Subchapter C. Heavy trucks and trailers."

(1) Enxcriv Darz.—The amendments
made by this section shall take effect on
January 1, 1991.
SEC. ISIOL INCREASE IN DOLLAR LIMITATION ON

AMOUNT OF WAGES SUBJECT TO 1106-
PTTAL INSURANCE TAL

(a) HOSPITAL INSURANCE TAX.—
(1) Ii, oEaaL.—Paragraph U) of section

3121(a) Is amended—
(A) by striking "contribution and benefIt

base (as determined under sectIon 230 of the
Social Security Act)" each place it appears
and InsertIng "applicable contribution base
(as determined under subsection (x))", and
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year shall be 8ubstituted for 'contribution
md benefit base (as determined under sec•
tion 230 of the Social Security Act) each
place it &ppear."

(2) Sections 3122 and 3125 are each
amended by striking "contribution and ben-
ef it base limitation" each place it &ppears
md inserting "applicable contribution base
limitation".

(e) ETTtcTIVE DA.—The amendments
made by tht section 8hall apply to 1991 and
later calendar years.
PART II—DEI.AY 0? I1tDXING 0? INCoME TA.X

BcKK1s AND PERSONAL EXEMPTIONS

SEC 18111. DELAY OF INDEXING OF INCOME TAX
BRACKETS AND PERSONAL EXEMP-
TIONS

(a) Iiwot TAX BR.ccrrs.—Subsection (f)
of section 1 (as amended by Bection 13101) Is
amended—

(1) by strikIng "1990' in paragraph (1)
and inserting '1991", and

(2) by striking "1989" in paragraph (3)(B)
and inserting "1990'.

(b) AM0UN'r 0? PERSoNAL EXEMPTIONS.—
(1) IN GENERAL—Paragraph (1) of 8ection

151(d) (relating to allowance of deductions
for personal exemptions) Is amended to read
as follows:

"(1) IN GENXRAL.—Except as provided in
paragraph (2), the term 'exemption amount'
means $2,050.".

(2) ImxING Arrn iagi.—Paragraph 3) of
section 151(d) Is amended—

(A) by striking 'paragraph (1)(C)" and in-
serting "paragraph (1)".

(B) by striking 'after 1989" each place it
appears and Inserting "after 1991", and

(C) by striking ", by substituting" in sub-
paragraph (B) and all that follows and in-
serting a period.

(c) Co!coaMING AMKNDMtNTS.—
(1) Each of the following provisions (as

amended by section 13101) Is amended by
striking "1989" and InsertIng '1990':

(A) Section 32(i)(1)(B).
(B) Clauses (i) and (ii) of section

41(e)(5XC).
(C) Section 63(c)(4XB).
(D) Section 513(h)(2)(CXII).
(2) Clause (ii) of section 135(bX2)(B) (as

so amended) Is amended by Inserting before
the period at the end thereof the following:
"determined by substituting 'calendar year
1989' for calendar year 1990' in subpara-
graph (B) thereof".

(d) EmcnvE DA.—The amendments
made by thIs section shall apply to taxable
years beginning after December 31, 1990.

PART UI—PROvIsIONs Rz1.ArED TO Euuir
INCOME TAX CREDIT

SEC. 13121. INCREASE IN EARNED INCOME TAX
CRE DEl.

(a) OrNERAL Rm.—
(1) Subsection (a) of section 32 Is amended

by striking "14 percent" and inserting "the
credit percentage".

(2) Paragraph (2) of section 32(b) Is
amended by striking "10 percent" and in-
serting "the phaseout percentage".

(3) Subsection (c) of section 32 Is amended
by adding at the end thereof the following
new paragraph:

"(3) CRZDFr PERCENTAGE AND PKA5E0U'r PER-
CKNTAGL—The credit percentage and the
phaseout percentage for any taxable year
8hall be determined in accordance with the
following table:

"If the
taxable year

begins
during

1991 18.5 13.0
1992or1993... 19.0 13.5
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1994 or 20.0 14.0."
thereafter.

(b) CopoIINo AMnir.—Subpara-
graphs (B)(i) and (C)(i) of 8ection 350'1(c)(2)
are each amended by striking "14 percent'
and Inserting "the credit percentage".

(c) EpPtCTIVE DAn—The amendments by
thIs section shall apply to taxable years be-
ginning after December 31, 1990.
SEC. 1312!. SIMPLIFICATION OF ELIGIRILITY FOR

EARNED INCOME TAX CREDIT.
(a) EuGIBILrrY.—Section 32(c)(1) (defin-

ing eligible individual) Is amended to read as
follows:

"(1) ELIGYELZ INDIVIDUAL—
"(A) IN o!NERAL.—The term 'eligible indi-

vidual' means any individual who has a
qualifying child for the taxable year.

"(B) QUALIFYING CHILD INELIGIBLE.—If an
individual Is the qualifying child of a tax-
payer for any taxable year of Such taxpayer
beginning in a calendar year, such individ-
ual shall not be treated as an eUgible indi-
vidual for any taxable year of such individ-
ual beginning in such calendar year.

"(C) 2 OR MORE ELIGIBLE INDIVIDUALS.—If 2
or more individuals would (but for thIs sub-
paragraph and after application of subpara-
graph (B)Ybe treated as eUgible individuals
with respect to the sane qualifying child for
taxable years beginning in the same calen-
dar year, only the individual with the high-
est adjusted gross income for such taxable
years shall be treated as an eligible individ-
ual with respect to Such qualifying child.

"(D) ExcrrIox FOR INDIVIDUAL CLAIMING
BENEFITS UWDER 5ECTION 911.—The term 'eli-
gible individual' does not include any indi-
vidual who claims the benefits of section
911 (relating to citizens or residents living
abroad) for the taxable year.".

(b) QUALIFYING CHILD Dmi.—Section
32(c) Is amended by adding at the end there.
of the following new paragraph:

"(4) QUALD'YING CHILD.—
"(A) IN GENZRAI..—The term 'qualifying

child' means, with respect to any taxpayer
for any taxable year, an individual—

"(i) who bears a relationship to the tax-
payer described in subparagraph (B),

"(ii) except as provided in subparagraph
(BXiii), who has the same principal place of
abode as the taxpayer for more than one-
half of such taxable year,

'(iii) who meets the age requirements of
8ubparagraph (C), and

"(iv) with respect to whom the taxpayer
meets the identification requirements of
subparagraph (D).

"(B) RELATiONSHIP T5T.—
"(i) IN GgNERAL—An individual bears a re-

lationship to the taxpayer described in thIs
subparagraph if such individual Is—

"(I) a son or daughter of the taxpayer, or
a descendant of either,

"(.11) a stepson or stepdaughter of the tax-
payer, or

"(III) an eUgible foster child of the tax-
payer.

'(ii) MARRIED cRILDREN.—Clause (i) shall
not apply to any individual who Is married
as of the close of the taxpayers taxable
year unless the taxpayer Is entitled to a de-
duction under section 151 of such taxable
year with respect to such individual (or
would be so entitled but for paragraph (2)
or (4) of section 152(e)).

"(iii) ELIGIBLZ FO5ItR CHIU).—For purposes
of clause (i)(III), the term eligible foster
child' means an individual not described in
clause (i) (I) or (II) who—
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"(I) the taxpay& cares for as the taxpay

er's own child, and
"(II) has the same principal place of

abode as the taxpayer for the taxpayer's
entire taxable year.

"(iv) AD0PTI0N.—For purposes of this sub.
paragraph, a child who Is legally adopted, or
who Is placed with the taxpayer by an au-
thorized placement agency for adoption by
the taxpayer, shall be treated as a child by
blood.

"(C) AGE REQUIREMENTS.—Afl individual
meets the requirements of thIs subpara-
graph if such individual—

'(i) has not attained the age of 19 as of
the close of the calendar year in which the
taxable year of the taxpayer begins,

"(ii) Is a student (as defined in section
151(c)(4)) who has not attained the age of
24 as of the close of such calendar year, or

"(iii) Is permanently and totally dIsabled
(as defined in section 22e)3)) at any time
during the taxable year.

'(D) IDENTIFICATION REQUIREMENT5.—The
requirements of thIs subparagraph are met
if the taxpayer includes the following infor-
mation on the return of tax for such tax.
able year (or provides such information to
the Secretary in such other manner as the
Secretary may prescribe):

"(i) the name and age of such individual,
and

'(ii) if the individual has attained the age
of 1 before the close of the taxpayers tax-
able year, the taxpayer identification
number of such individual.

'(E) ABODE MUST BE IN THE UNITED
STATES.—The requirements of subpara.
graphs (A)(ii) and (B)(iii)(H) shall be met
only if the principal place of abode Is in the
United States."

(c) SErAR Scuuxi REQUIi.—The
Secretary of the Treasury or hIs delegate
8hall prescribe a separate schedule to be in-
cluded as part of the return of tax of any in-
dividual claiming a credit under section 32
of the Internal Revenue Code of 1986 on
such return.

(d) EFFECTIVE DA.—The amendments
made by thIs section shall apply to taxable
years beginning after December 31, 1990.

PART IV—CAJ'ITAL GAINS PROvISIONS

Subpart A—Reduction in Capital Gains Tax
for Individuals

SEC. 13131. REDUCTiON IN CAPITAL GAINS TAX FOR
INDIVIDUALS.

(a) GENZRAL RUI.—Part I of subchapter P
of chapter 1 (relating to treatment of cap.
ital gains) Is amended by adding at the end
thereof the following new section:
SEC 1202. CAAL GAINS DEDUCTION FOR INDI.

VIDUAL.S.
"(a) IN QE1iEiti..—In the case of. an indi-

vidual, there shall be allowed as a deduction
for the taxable year an amount equal to the
sum of—

"(1) the annual capital gains deduction (if
any) determined under subsection (b). plus

"(2) the lifetime capital gains deduction
for nontradable property (if any) deter-
mined under subsection (c).

'(b) ANNUAL CAPITAL GAINs DPUcTIox.—
"(1) IN GFaTEBAL.—For purposes of subsec-

tion (a), the annual capital gains deduction
determined under thIs subsection Is the
lesser of—

'(A) the net captial gain for the taxable
year, or

"(B) $1,000.
"(2) PSE-ou'r FOR INcOMEs BETwEEN

$100,000 AND siso,000.—The $1.000 amount
specified in subparagraph (B) of paragraph
(1) shall be reduced by an amount which
bears the same ratio to $1,000 as—

"If the
taxable year

begins
during:

The credit
percent.age Is:

The
phaseout
percent-
age Is:

The credit
percentage Is:

The
phaseout
percent-
age Is:
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'(A) the adjusted gross Income of the tax-

payer for the taxable year In excess of
$100,000, bears to

"(B) $50,000.
"(3) Czaiaiw INDIVIDUALS NOT m.IGThLL—

This subsection shall not apply to—
"(A) any taxpayer whose adjusted gross

Income for the taxable year exceeds
$150,000, or

"(B) any Individual with respect to whom
a deduction under sectIon 151 Is allowable to
another taxpayer for a taxable year begin-
ning in the calendar year In which such In-
dividual's taxable year begins.

14) Awxusj. DEDUCTION NOT AVArLABLE FOR
SALm To RELATED vzssoxs.—The amount of
the net capital gain taken Into account
under paragraph (1XA) shall not exceed the
amount of the net capital gain determined
by not taking into account gains and losses
from sales and exchanges to any related
person (as defined In sectIon 543(f)).

"(C) Lwrrriez CAPITAL GAme Dxouc'riow
FOR NoNrs.DAsi. PRoPERTY.—

"(1) 1w ozwsstAI..—For purposes of subsec.
tion (a), the lifetime capital gains deduction
for nontradable property determined under
this subsection for any taxable year Is 50
percent of the qualified gain for such tax-
able year.

"(2) LIirAnoN.—
"(A) 1w ow i—The amount of the

qualified gain taken Into account under
paragraph (1) for any taxable year shall not
exceed $200,000 reduced by the aggregate
amount of the qualified gain taken into ac-
count under this subsection by the taxpayer
for prior taxable years.

"(B) SPECIAL RUxi voa Jorw'r RETURNS.—
The amount of the qualified gain taken Into
account under this 8ubeectlon on a joint
return for any taxable year shell be allocat-
ed equally between the spouses for purposes
of determining the limitation under sub.
paragraph (A) for any succeeding taxable
year.

•(S) QuALirim awt—Por purposes of
paragraph (1), the term 'qualified gain'
means the lesser of—

"(A) the net capital gain for the taxable
year reduced by the annual capital gains de-
duction for such taxable year, or

"(B) the net capital gain for the taxable
year determined by only taking Into account
gains and losses from sales and exchanges
on or after October 15, 1990, or qualified
assets.
A taxpayer may elect for any taxable year
not to take into account under this subsec-
tion all (or any portion) of the qualified
gain for such taxable year. Such an election,
once mane, shall be Irrevocable.

"(4) Q&i.i,im AssE'rs.—For purposes of
this subsection, the terms 'qualified assets'
means any property other than—

"(A) sthck Or securities for which there Is
a market on an established securities
market or otherwise, and

"(B) property (other than stock or securl-
ties) of a kind regularly traded on an estab-
lished market.

"(5) Suasicriow No'r To APPlY TO CER'rAnI
INDIYIDUALS.—Thls subsection shall not
apply to any Individual who has not at-
tained age 25 before the close of the taxable
year.

"(d) Ssc'rtow Nor To APrt To CirrAiw
TAIPAmI.—No deduction thafl be snowed
under this section to—

"(1) a married Individual (within the
meaning of section '7703) filIng a separate
return for the taxable year. or

"(2) an estate or trust.
"(e) SPECIAL RULES.—
"(1) TRRATMZN-r 0, r*rw IALas or m'rsa-

ssTs IN PARTNERSHIPS, RTC.—P'Or purposes of
subsection (c), any gain from the sale or ex-
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change of a qualified asset which Is an inter-
est In a partnershIp, S corporation, or trust
shall not be treated as gain from the sale or
exchange of a qualified asset to the extent
such gain Is attributable to unrealized ap-
preciation in the value of property described
In subparagraph (A) or (B) of subsection
(cX4) which Is held by such entity. Rules
similar to the rules of section 751(f) shall
apply for purposes of the preceding aen-
tence.

"(2) DEDUcnow £VTLAR12 ONLY POE SALES
oa REcHAwoss ow ow arm ocros 15,
1990.—The amount of the net capital gain
taken Into account under subsections
(bX1XA) and (cX3XA) shall not exceed the
amount of the net capital gain determined
by only taking Into account gains and losses
from sales and exchanges on or alter Octo-
ber 15. 1990.

"(3) DETERISINATi0w 0? ADJUsTED GROSS
INCOME.—

"(A) 1w GFRERAL.—For purposes of subsec.
tion (b), adjusted gross income shall be de-
termined-

"(I) without regard to the deduction al-
bred under this section, but

"(11) after the application of sectIons 86,
135, 219. and 469.

"(B) COORDINATION WITH OTHER ADJUSTED
GROSS INCOME LEMITATI0ZaS.—FOr purposes of
sections 86, 135, 219, and 469, adjusted gross
Income shall be determined without regard
to the deduction allowed under this section.

'(4) TRANSITIONAL ivtz.—If for any tax-
able year beginning before January 1. 1991,
subsection (cXl) shall be applied by substi-
tutIng '41 percent' for '50 percent'.

"(5) SPECIAL RULE FOR PA58-THNU TI-
TIEs.-

"(A) 1w GxNERAL.—In applying this section
with respect to any pass-thru entity—

"(I) the determination of when the sale or
exchange occurs shall be made at the entity
level, and

"(II) any gain attributable to such entity
shall in no event be treated as gain from
sale or exchange of a qualified asset 11 Inter-
ests in such entity are described in subpara-
graph (A) or (B) of subsection (c)(4)

"(B) PAss-may ENTITY DEPINZD.—For pur.
poses of 8ubparagraph (A). the term 'pass-
thru-entity' means—

"(I) a regulated lnvestemnt company,
"(11) a real estate Investment trust,
"(Ill) an S corporation,
"(Iv) a partnership,
"(v) an estate or trust, and
"(vi) a common turet fund."
(b) TRLA'rUXNT or Cou.rcrjnxs.—
(1) 1w owwxaai,.—Sevtion 1222 Is amended

by inserting after paragraph (11) the follow-
ing new paragraph:

"(12) Srsctaj. RULE FOR cOLLECTIDLEL—
"(A) Ix cEwAI..—Any gain or loss from

the sale or exchange of a collectible shall be
treated as a abort—term capital gain or loss
(as the case may be), without regard to the
period such asset was held. The preceding
sentence shall apply only to the extent the
gain or loss Is taken Into account In comput-
ing taxable Income.

"(B) T*zaicr or TAIN EAL Or nqm-
£511 ix PARTNERSHIPS, rrc.—For purposes of
subparagraph (A), any gain from the sale or
exchange of an Interest in a partnership, S
corporation, or trust which Is attributable
to, unrealized appreciation in the value of
oollectlbles held by such entity shall be
treated as gain from the sale or exchange of
a collectible. Rules similar to the rules of
section 151(1) shall apply for purposes of
the preceding sentence.

"(C) Cou.acrtmi.—For purposes of this
paragraph, the term 'collectible' means any
capital asset which Is a collectible (as de-
fined In section 408(m) wIthout regard to
paragraph (3) thereof)."
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(2) Cls.u.rTssi.g DEDUCTION NOT A71'ECTFD.—
(A) Paragraph (1) of section l7Ote) Is

amended by adding at the end thereof the
following new sentence: "For purposes of
this paragraph, sectIon 1222 shall be applied
without regard to paragraph (12) thereof
(relating to special rule for collectibles).

(B) Clause (Iv) of section 170(b)(1)(C) Is
amended by Inserting before the period at
the end thereof the following: "and section
1222 shall be applied without regard to
paragraph (12) thereof (relating to special
rule for collectibles)".

(c) Miwniusi TAX.—Paragmaph (1) of sec-
tion 56(b) Is amended by adding at the end
thereof the following new subparagraph:

"(F)Ltrrrzia CAPITAL GArNS DEDUCTION FOR
NONTRADABLE PROPERTY NOT ALLowED—The
deduction under section 1202(aX2) shall not
be allowed."

(d) COss'oIusxwG AMPNDMENTS.—
(1) SubsectIon (a) of sectIon 62 Is amended

by Inserting after paragraph (13) the followS
lag new paragraph:

"(14) C*p'rmi. GAINS bEDUc'rIoN.—The de-
duction allowed by section 1202."

(2) Clause (II) of section 163(d)(4)(B) Is
amended by Insering ", reduced by the
amount of any gain from such property"
after "investment".

(3)(A) Paragraph (2) of section 1'72d) Is
amended to read as follows:

"(2) CAPITAl. GAINS AND LOSSES OF TAXPAY-
ms OT THAN CORPORATIONS—In the case
of a taxpayer other than a corporation—

"(A) the amount deductible on account of
losses from sales or exchanges of capital
assets shall not exceed the amount includ-
Ible on account of gains from sales or cx
changes of capital assets; and

"(B) the deduction provided by section
1202 shall not be allowed."

(B) Subparagraph (B) of section 172(dX4)
Is amended by Inserting ", (2XB)," alter
"paragraph (1)".

(4XA) Section 221 (relatL'ig to cross referS
ence Is amended to read as follows:
S5C. Iii CROSS REFERENCEs. V

"(1) For deduction for net capital gains in
the case of a taxpayer other than a corpora-
tion, see section 1202.

"(2) For deductions In respect of a dece-
dent, see sectIon 691."

(B) The table of sections for part VII of
subchapter B of Chapter 1 Is amended by
striking "reference" In the Item relating to
sectIon 221 and Inserting "references".

(5) Paragraph (4) of section 691(C) is
amended by strIking "1201, and 1211" and
Inserting "1201, 1202, and 1211".

(6) The second sentence of paragraph (2)
of section 871(a) Ia amended by Inserting
"such gains and losses shall be determined
without regard to section 1202 (relating to
deduction for net capital gain) and" alter
"except that".

(7) Paragraph (1) of sectIon 1402(l) Is
amended to read as follows:

"(1) 1w ogwsaaL.—In determining the net
earnings from sell-employment of any op-
Uons dealer or commodities dealer—

"(A) notwithstanding subsection (aX3XA),
there shall not be excluded any gain or loss
(In the normal course of the taxpayers ac-
Uvity of dealing In or trading sectIon 1256
contracts) from section 1256 contracts or
property related to such contracts, and

"(B) the deduction provided by section
1202 shall not apply."

"(e) CLERICAL Ajixwrnszxi.—The table of
sections for part I of subchapter P of chap-
ter 1 Is amended by adding at the end there-
of the following new Item:
"Sec. 1202. CapItal gains deduction for Indi-

viduals."
(f) Ilrrxc'ryvs DATES.—
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(1) Ia OXNmAL.—Except -as provided In

• paragraph (2). the amendments made by
this section shall apply to taxable years
ending on or after October 15, 1990.

(2) Tua'rstzirr or 00LLScTIBLES.—The
• amendments made by subsection (b) shall
apply to dispositions on or after October 15.
1990

Subpart B—Depreciation Recapture
SEC. 50131 RECA?TIJRE UNDER SECTION 1250 0?

TOTAL AMOUNT OF DEPRECIATION.

• (a) OSESEAL Rm.z.—Subeections (a) and
(b) of section 1250 (relating to gain from dls
position of certain depreciable realty) are
amended to read as follows:

"(a) OSEzz Rm&—Except as otherwise
provided in this section, If section 1250 prop-
erty is disposed of, the lesser of—

"(1) the depreciation adjustments in re-
spect of such property, or

"(2) the excess of—
"(A) the amount realized (or, in the case

of a disposition other than a sale, exchange,
or Involuntary conversion. the fair market
value of such property), over

"(B) the adjusted basis of such property,
shall be treated as gain which is ordinary
Income. Such gain shall be recognized not-
withstanding any other provision of this
subtitle.

"(b) DEPRECIATION ADJusTxmcTs.—For
purposes of this section, the term 'deprecia-
tion adjustments' means, in respect of any
property, all adjustments attributable to pe-
riods after December 31, 1963, reflected in
the adjusted basis of such property on ac-
count of deductions (whether in respect of
the same or other property) allowed or al-
lowable to the taxpayer or to any other
person for exhaustion, wear and tear, obso-
lescence, or amortisatlon (other than amor-
tisatlon under section 168 (as in effect
before its repeal by the Tax Reform Act of
1976), 169, 185 (as in effect before its repeal
by the Tax Reform Act of 1986), 188, 190, or
193). For purposes of the preceding sen-
tence, If the taxpayer can establish by ade-
quate records or other sufficient evidence
that the amount allowed as a deduction for
any period was less than the amount allow-
able, the amount taken into account for
such period shall be the amount allowed."

(b) LIMITATIoN U! CASE 0? D!STALLKZNT
SALU.—Subsectlon (i) of section 453 Is
amended—

(1) by striking "1250" the first place it ap-
pears and. Inserting "1250 (as in effect on
the day before the date of the enactment of
the Revenue Reconciliation Act of 1990",
and

(2) by striking "1250" the second place it
appears and inserting "1250 aa so in
effect)".

(C) Cowronn.o Aasm!DsvL—
(1) Subparagraph CE) of section 1250(dX4)

Is amended—
(A) by striking "additional depreciation"

and Inserting "amount of the depreciation
adjustments", and

(B) by striking "A DI'?IONAJ. DEPBECIATIOW
in the subparagraph heading and Inserting
'DmzczATIol! ADJUSTMENTS",
(2) Subparagraph (B) of section 1250(dX6)
.ine'w4ed to read as follows:

"(B) D'axcuTIoN awusTwnrTs.—In re-
spect of any property described in subpara-
graph (A), the amount of the depreciation
adjustments attributable to periods before
the distribution by the partnership shall
be-

"Ci) the amount of gain to which subsec-
tlon (a) would have applied If such property
had been sold by the partnership Immedi-
ately before the distribution at its fair
market value at such time, reduced by

"(U) the amount of such gain to which sec-
tion 751(b) applied."
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(3) Subparagraph CD) of section 1250(dX8)

Is amended—
(A) by striking "additional depreciation"

each place it appears and Inserting "amount
of the depreciation adjustments", and

(B) by striking "AaDmoivAL DEPRECIATION"
In the subparagraph heading and Inserting
"DmEcIATI0N ADJUSTMENTS".

(4) Paragraph (8) of section 1250(d) is
amended by striking subparagraphs CE) and
(F) and inserting in the following:

"CE) AuocATIoN autES.—For purposes of
this paragraph, the amount of gain attribut-
able to the section 1250 property disposed of
shall be the net amount realized with re-
spect to such property reduced by the great-
er of the adjusted basis of the section 1250
property disposed of, or the cost of the sec-
tion 1250 property acquired, but shall not
exceed the gain recognized in the transac-
tion."

(5) Subsection (d) of section 1250 is
amended by striking paragraph (10).

(6) Section 1250 is amended by striking
subsections Ce), (f), and (g) and by redesig-
nating subsections (h) and Ci) as subsections
(e) and (f), respectively.

(7) Paragraph (5) of section 48(q) Is
amended to read as follows:

"(5) Racazruaa or amucTxoN.—For pur-
poses of sectIons 1245 and 1250, any reduc-
tion under this subsection shall be treated
as a deduction allowed for depreciation."

(8) Clause (I) of section 267(eXSXD).Is
amended by striking "section 1250(aX1XB)"
and Inserting 'section 1250(aXl)(B) (as in
effect on the day before the date of the en-
actment of the Revenue Reconciliation Act
of 1990".

(9XA) Subsection (a) of section 291 Is
amended by striking paragraph (1) and by
redesignating paragraphs (2), (3), (4), and
(5) as paragraphs (1), (2), (3), and (4) respec-
tIvely.

(B) Subsection Cc) of section 291 is amend-
ed to read as follows:

"(C) SPECIAL Rui.r FOR POLLUTION CONTROL
FAcIUTIES.—Sectlon 168 shall apply with re-
spect to that portion of the basis of any
property not taken into account under sec-
tion 169 by reason of subsection (aX4)."

(C) Section 291 Is amended by striking
subsection (d) and redesignating subsection
Ce) as subsection (d).

CD) Paragraph (2) of section 291(d) (as re-
designated by subparagraph (C)) is hereby
repealed.

(E) Subparagraph (A) of section 265(bX3)
Is amended by striking "291(eX1XB)" and
Inserting "291(dXlXB)".

(F) Subsection (c) of section 1277 Ii
amended by striking "291(eX1XBXU)" and
Inserting "291(dX1XBXII)".

(10) Subsection Cd) of sectIon 1017 Is
amended to read as follows:

"Cd) RECAPTURE 0? DEDUCTI0NS.—For pur-
poses of sections 1245 and 1250—

"(1) any property the basis of which Is re-
duced under this section and which Is nei-
ther section 1245 property nor sectIon 1250
property shall be treated as section 1245
property, and

"(2) any reduction under this section shall
be treated as a deduction allowed for depre-
Ciation."

(11) Paragraph (5) of section 7701(e) Is
amended by striking "(relating to low-
Income housing)" and Inserting "(U In
effect on the day before the date of the en-
actment of the Revenue Reconciliation Act
of 1990".

Cd) EmciTvI DATE.—The amendments
made by this section shall apply to disposi-
tions made on or after October 15, 1990, in
taxable years ending on or after such date.
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Subtitle B-Excise Taxes

PART I—TAXES RELATED TO HEALTH AND THz
EEVIRONIWrT

SEC. 13311. INCREASE IN EXCISE TAXES ON DIS-
TILLED SPIRiTS, WINE, AND BEER.

(a) DISTILLED SPIRITS.—
(1) Ia ox,iaAL.—Paragraphs (1) and (3) of

section 5001(a) (relating to rate of tax on
distilled spirits) are each amended by strik-
ing "$12.50" and Inserting '13.50".

(2) TECHNICAL AXmmMxa'r.—Paragraphs
(1) and (2) of settion 5010(a) (relating to
credit for wine content and for flavors con-
tent) are each amended by striking "$12.50"
and Inserting "$13.50".

(b) WIwn.—
(1)TAX INCREASES.—
(A) Wnrss CONTAINING NOT MORE THAN 14

• pENcx,rr ALCoHoL—Paragraph Cl) of section
5041(b) (relating to rates of tax on wines) is
amended by strIking "17 cents" and Insert
Ing "$1.27".

(B) WINEs CONTAINING MORE THAN 14 (BUT
NOT MOPE THAN 21) PENCKNT ALCOH0L.—Para
graph (2) of section 5041(b) is amended by
strIking "67 cents" and Inserting "$1.71".

(C) WINES coNTAnnNo MORE THAN 31 (BUT
NOT MORE THAN 34) PERCENT ALCOH0L.—Para-
graph (3) of section 5041(b) is amended by
striking "$2.25" and Inserting "$3.35",

CD) ARTIFICIALLY CARBONATED WINES.—
Paragraph (5) of section 5041(b) is amended
by striking "$2.40" and inserting "$3.50".

(2) REDUCED HATES FOR SMALL DOMESTIC
pR0DUCZRS.—Bectlon 5041 is amended by re-
designating subsections (c), Cd), and (e) as
subsections Cd), (e), and (f), respectively, and
by inserting after subsection (b) the follow-
ing new subsection:

"(c) REDucED RATES FOR SMALL DOMESTIC
PHODUCERS.—

(1) Ia ozireaL.—Except as otherwise pro-
vided in this subsection, in the case of a
person who produces not more than 200,000
wIne gallons of wine during the calendar
year, the per wine gallon rates of the taxes
Imposed by this section shall be the follow-
ing amounts on the 1st 100,000 wIne gallons
of wine (other than wine described in sub-
section (bX4)) which are removed during
such year for consumption or sale and
which have been produced at qualified fa-
cilities in the United States:

"(A) 17 cents in the case of wines de-
scribed in subsection (bXl).

"(B) 67 cents in the case of wines de-
scribed in Subsection (bX2).
• "(C) $2.25 in the case of wines described in
subsection (bX3).

"(D) $3.40 in the case of wines described
in subsection (bX4).

"(E) $2.40 in the case of wines described in
subsection (bX5).

"(2) CoNmou,ID oRoU,s.—Rules similar to
rules of section 5051(aX2XB) shall apply for
purposes of this subsection.

"(3) REGULATIONS—The Secretary may
prescibe such regulations as may be neces-
wy to prevent the reduced rates provided
in this subsection from benefiting any
person who produces more than 200,000
wIne gallons of wine during a calendar
year."

(3) Cowroiusnio AqDT8.—
(A) Subsection (a) of section 5041 is

amended by striking "shown in subsection
(b)" and Inserting "applicable under subsec-
tlon(c)".

(B) Paragraph (8) of section 5061(b) Is
amended to read as follows:

"(3) section 5041(e),".
Cc) Bun.—
(1) IN GENUAI..—Paragraph (1) of section

5051(a) relatlng to Imposition and rate of
tax on beer) Is amended by striking "$9"
and inserting "$18',.
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(2) RGuLrnoNs.—Paragraph (2) of sec-

tion 5051(a) Is amended by adding at the
end thereof the following new subpara-
graph:

'(C) REGULATI0Ns.—The Secretary may
prescribe such regulations as may be neces-
sary to prevent the reduced rates provided
In this paragraph from benefiting any
person who produces more than 2,000,000
barrels of beer during a calendar year."

(d) EmcrxvE DATL—The amendments
made by this section Bhall take effect on
January 1. 1991.

(e) FLOOR SToc1s TAXES.—
(1) IMPOSITION OF TAX.—
(A) IN GENERAL—In the case of any tax-In-

creased article—
(I) on which tax was determined under

part I of subchapter A of chapter 51 of the
Internal Revenue Code of 1986 or section
7652 of such Code before January 1. 1991.
and

(II) which Is held on such date for sale by
any person,
there shall be imposed a tax at the ap-
plicable rate on each such article.

(B) M'pucAI1 a.—For purposes of sub-
paragraph (A), the applicable rate Is—

(i) $1 per proof gallon in the, case of dis-
tilled spirits.

(II) $1.10 per wine gallon in the case of
wine described in paragraph (1). (2), (3). or
(5) of section 5041(b) of such Code, and

(lii) $9 per barrel in the case of beer. In
the case of a fraction of a gallon or barrel,
the tax Imposed by subparagraph (A) shall
be the same fraetion as the amount of such
tax Imposed on a whole gallon or barrel.

(C) TAX-INCREASED ARTIcLE.—For purposes
of this subsection, the term 'tax-increased
article" means distilled spirits, wine de-
scribed in paragraph (1), 2), (3), or (5) of
section 5041(b) of such Code, and beer.

(2) ExcPTIoN FOR SMALl. DOMESTIc PRODVC
s.—In the case of wine held by the pro-
ducer thereof on January 1, 1991, the tax
Imposed by paragraph (1) shall not apply to
such wine if the rate of tax under section
5041 of such Code on such wine wo1d have
been determined under subsection (c) there-
of (as added by this section) had the amend-
menta made by subsection (c) applied to all
wine removed during 1990. As sImilar rule
shall apply to beer held by the producer
thereof. For purposes of this paragraph; an
article shall not be treated as held by the
producer if title thereto had at any tIme
been transferred to any other person.

(3) ExCiON ?OR CERThXN SMALL WHOLE-
SALE OR RrrAIL DEALER5.—NO tax shall be Im-
posed by paragraph (1) on tax-increased ar-
ticles held on January 1, 1991, by any dealer
11—

(A) the aggregate liquid volume of tax-In-
creased articles held by such dealer on such
date does not exceed 500 wine gallons, and

(B) such dealer submits to the Secretary
(at the time and in the manner required by
the Secretary) 8uch Information as the Sec-
retary shall requ$re for purposes of this
paragraph.

(4) CREDIT AGAINST TAX.—Each dealer shall
be allowed M & credit against the taxe8 im-
posed by paragraph (1) an amount equal

(A) $240 to the extent such taxes are at-
tributable to distilled spirits,

(B) $330 to the extent such taxes are at-
tributable to wine, and

(C) $87 to the extent such taxes are at-
trlbutabl€ to beer.
Such crecnt shall not exceed the amount of
taxes Imposed by paragraph (1) wIth respect
to distilled spirits, wine, or beer. as the case
may be, for which the dealer is liable.

(5) Lxn.iiy FOR TAX AND METHOD OF PAY-
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(A) LLBIuTY POR TAX.—A person holding

any tax-increased article on January 1, 1991,
to which the tax Imposed by paragraph (1)
applies shall be liable for such tax.

(B) METHOD OF PAYMENT.—The tax Im.
posed by paragraph (1) shall be paid in such
manner as the Secretary shall prescribe by
regulations.

(C) TIMI FOR PAYMZNT.—The tax Imposed
by paragraph (1) shall be paid on or before
June 30, 1991.

(6) Coiou.D GROUPS.—
(A) CoiPoRATIoNs.—In the case of a con-

trolled group.—
(i) the 500 wine gallon amount specified in

paragraph (3), and
(ii) the $240, $330, and $87 amounts speci-

fied In paragraph (4),
shall be apportioned among the dealers who
are component members of such group in
such manner as the Secretary shall by regu-
lations prescribe. For purposes of the pre-
ceding sentence, the term "controlled
group" has the meaning given to such term
by subsection (a) of section 1563 of such
Code; except that for such purposes the
phrase "more than 50 percent" shall be sub-
stituted for the phrase " at least 80 percent"
èaeh place it appears in such subsection.

(B) NoNINcoipoai DEALERS VND
OMMN coNTROL—Under regulations pre-
scribed by the Secretary, principles similar
to the principles of subparagraph (A) shall
apply to a group of dealers under common
control where 1 or more of 8uch dealers is
not a corporation.

(7) OriR LAWs APPLIcARLL—
(A) IN GENERAL—All provisions of law, in-

cluding penalties, applicable to the compa-
rable excise tax with respect to any tax-in-
creased article shall, insofar as applicable
and not inconsistent with the provlsionB of
this subsection, apply to the floor stocks
taxes imposed by paragraph (1) to the same
extent as if such taxes were imposed by the
comparable excise tax.

(B) CoMPAJuLz EXCISE TAX—For purposes
of subparagraph (A). the term "comparable
excise tax" means—

(i) the tax imposed by sectionSOOl of such
Code in the case of distilled spirits,

(II) the tax imposed by section 5041 of
such Code in the case of wine, and

(lii) the tax Imposed by section 5051 of
such Code in the case of beer.

(8) DnNmoNs.—For purposes of this
subsection—

(A) Iiq Opniziw.—Terms used In this Sub-
section which are also used In subchapter A
of chapter 51 of such Code shall have the
respective meanings such terms have In
such part.

(B) PIsoN.—The term "person" Includes
any State or political subdlvslion thereof, or
any agency or Instrwnent.ality of a State or
political subdivision thereof.

(C) ScRKmIy.—The term "Secretary"
means the Secretary of the Treaaury or his
delegate.

(9) TREATMENT OF IMPORTED P?UMZS CON-
TAIIWIG DI8TILLZD spIRrrs.—For purposes of
thI8 subsection, any article described In eec-
tion 5001(aX3) of such Code shall be treated
as distilled spirits; except that the tax Im-
po3ed by paragraph (1) shall be imposed on
a wine gallon basis In lieu of a proof gallon
basis. To the extent provided by regulations
prescribed by the Secretary, the preceding
sentence shall not apply to any article held
on January 1, 1991. on the premises of a
retail establishment.
SEC. 13202. INCREASE IN EXCISE TAX ON TOBAC-

CO PRODUCTS.
(a) CIGARS.—Subsection (a) of BectIon 5701

Is amended—
(1) by strikIng "75 cents per thousand" In

paragraph (1) and insertIng '11.125 cents
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per thousand (93.75 cents per thousand on
cigars removed durIng 1991 or 1992)", and

(2) by striking °equal to" and all that fol-
lows In paragraph (2) and inserting "equal
to-

'(A) 10.625 percent of the price for which
sold but not more than $25 per thousand on
cigars removed during 1991 or 1992, and

'(B), 12.75 percent of the price for which
sold but not more than $30 per thousand on
cigars removed after 1992."

(b) CIGARITs.—8ubsection (b) of section
5701 is amended—

(1) by striking "$8 per thousand" in para-
graph (1) and inserting $12 per thousand
($10 per thousand on cigarettes removed
durIng 1991 or 1992)", and

(2) by striking "$16.80 per thousand" in
paragraph (2) and Inserting "$25.20 per
thousand ($21 per thousand on cigarettes
removed durIng 1991 or 1992)".

(c) CIGARZTT PAPRS.—Subsection (c) of
section 5701 is amended by striking '

cent" and insertIng "0.75 cent (0.625 cent on
cigarette papers removed during 1991 or
1992)".

(d) CIGARETT! TtreEs.—Subsection (d) of
section 5701 is amended by striking "1 cent"
and Inserting "1.5 cents (1.25 cents on ciga-
rette tubes removed durIng 1991 or 1992)".

(e) SMo1zIzss T0BAcc0.—Subsectlon (e) of
section 5701 is amended—

(1) by strtking '24 centa" in paragraph (1)
and Inserting "36 cents (30 cents on snuff
removed during 1991 or 1992)", and

(2) by strikIng "8 cents" In paragraph (2)
and Inserting '12 cents (10 cents on chewing
tobaeco removed durIng 1991 or 1992)".

(f) PIPZ ToBAoco.—Eubsection (f) of sec-
tiOn 5701 is amended by striking "45 cents"
and Inserting "67.5 cents (56.25 cents on
pipe tobacco removed durIng 1991 or 1992)".

(g) EPTEcrivE DATz—The amendments
made by this Bectton shall apply with re-
spect to articles removed after December 31,
1990.

(h) FLOOR STOCKS TAXES ON CIGnzrrEs.—
(1) IMPOsITION 0! TAX—On cigarettes

manufaetured In or imported into the
United States which are removed before any
tax-increase date and held on such date for
sale by any person, there shall be imposed
the following taxes.

(A) SiL C1GARETTS.—Ofl cIgarettes
weighing not more than 3 pounds per thou-
sand, $2 per thousand.

(B) LARGE cIoAarrrs.—On cigarettes
weighing more than 3 pounds per thousand,
$4.20 per thousand; except that, if more
than 64 Inches In length, they shall be tax-
able at the rate prescribed for cigarettes
weighing not more thai 3 pounds per thou-
8and. counting each 2% Inche8, or fraction
thereof, of the length of each as one ciga-
rette.

(2) ExcpPnON FOR CZRTAm AMOUWrS OF
CIGARETTES.—

(A) IN otNRAL—No tax shall be imposed
by paragraph (1) on cigarettes held on any
tax-increasedate by any person if—

(i) the aggregate number of cigarettes
held by such person on euch date does not
exceed 30,000, and

(ii) such person sibmIts to the Secretary
(at the time and in the manner required by
the Secretary) 8uch Information as the Sec-
retary shall requ$re for purposes of this sub-
paragraph.
For purposes of this subparagraph, In the
case of cigarettes measuring more than 64
inches in length, each 2¾ inches (Or frac-
tion thereof) of the length of each shall be
counted as one cigarette.

(B) AUZHORX'TY TO ZXT cIGARETTES UELD
DI VKNDkNG cxuis.—To the extent provid
ed In regulatlona prescribed by. the Secre-
tary, no tax shall be imposed by paragraph
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(1) oncgarette held for retail sale on any CFC-214
tax-increase date by any person In any vend-
ing machine. If the Secretary provides '''
wtth respect to any person, the Secretary
may reduce the 30.000 amount in subpara-
graph (A) and the $80 amount In paragraph
(3) wIth respect to such person.

(3) Cp.zDi AGAINST T&X.—E*Ch person
sh*ll be allowed u a credit against the taxes
imposed by parftgraph (1) an amount equal
to $60. Such credft ahall ot exceed the
amount of taxes impo8ed by p*r*graph (1)
for which such person Is liable.

(4) Li*ui.rry POR TAX AJD METHOD OF PAYS
MINT-

(A) Lujiury POR TAX.—A person holding
cigarettes on any tax-increase date to which
any tax imposed by paragraph (1) applies
shAll be liable for such tax.

(B) MzruoD OF PAYMZNT.—The tax lm
posed by paragraph (1) shall be paid In such
manner a the Seaetary shaU prescribe by
regulations.

(C) TIMZ roa PAYMENT.—The tax Imposed
by paragraph (1) shall be paid on or before
the 1st June 30 following the tax.lncrease
date.

(5) DPiNITIoNs.—For purposes of this
subsection—

(A) TAxiwcIsE DATE.—The term "tax-in.
crease date" means January 1, 1991, anSI
January 1, 1993.

(B) OTHER DmNITI0N5.—Terrns used in
this subsection which are also used In sec-
tIon 5702 of the Internal Revenue Code of
1986 shall have the respective meanings
such terms have in such section.

(C) SF.cRL-rARY.—The term "Secretary"
means the Secretary of the Treasury or his
delegate.

(6) C0NTR0LZZD GRouPs.—Rules similar to
the rules of section 13201(e)(5) shall apply
for purposes of this subsection.

(7) Oriin LAWS APpucAmJ.—All provisions
of law, including penalties. applicable with
respect to the taxes Imposed by section 5701
of such Code shall, Insofar as applicable and
not Inconsistent with the provisions of this
subsection. apply to the floor stocks taxes
Imposed by paragraph (1), to the same
extent as 11 such taxes were Imposed by
such section 5701.
SEC. 13203. ADDmONAL CHEMICALS SUBJECI' TO

TAx ON OZONE-DEPLETING CHEMI.
CALS

(a) Gnctj. Rm.z.—
(1) The table set forth In section

4682(aX2) (defining owne-depleting chemi-
cal) I amended by adding at the end there-
of the following new items:
"Caiton tetrschjorlde .. tetrftchloromethane.
Methyl Cbloroform..... t.11-Lrtchloroethane.

CFC-13 .._........ CF3C1.
cpc-111 __.._ _._...._.. C2FC15.CPC-112 _.._.... C2F2C14.
CPC—211 . C3FC17.
CPC-212 _ __.___.... C3F2C16.
CPC-213 C3F3C15.

C3F4C14.
CPC-215......_..............., c3F5C13.CPC-216 .. C3P6C12.CPC-217 ._._.. C3F7C1."

(2) The table set forth in 8ectlon 4682(b) is
amended by adding at the end thereof the
following new items:
"Carbon tetrachloride ............_... 1.1

Methyl chloroform

CFC—13

CFC-216 ..._............_..... — ._. 1.0

CPC—217 ..___._.__....._._. 1.0."
(b) SEPAJ*TE APPLICATION OF EXPORT

CaDz'r LJNrr POR NrWLY List
cALL—Paragraph (3) of section 4682(d) is
amended by adding at the end thereof the
following new subparagraph:

"(C) SZPARATz APPLICAtION Of LIMIT POR
NZWLY LITD CHEMICALS.—

"(1) Iii GzNKRAL.—8ubpar*graph (B) shall
be applied separately with respect to newly
listed chemicais and other chemicals.

"(II) APPLICATION TO NEWLY LISTED CJ1-
CALL—In applying subparagraph (B) to
newly listed chemicals—

"(I) subparagraph (B) shall be applied by
substituting '1989 for '1986 each place it
appears, and

"(U) clause (iXil) thereof shall be applied
by substituting for the regulations referred
to therein any regulations (whether or not
prescribed by the Secretary) which the Sec-
retary determines .re comparable to the
regulations referred to in auch clause with
respect to newly listed chemicals.

"(lii) NEwly LISTED cHUflcAL.—For p.
PO6 of this 8ubparagraph, the term 'newly
listed chemical' means any substance which
appears in the table contained in subsection
(aX2) below Halon-2402."

(c) SEPAJ*r BAsE TAX AMoUNT FOR
NEWLY Lxs CaICju.s.—Subparagraphs
•(B) and (C) of section 4681(bXl) are amend
ed to read as foUows:

"(B) BASz TAX AkOUNT.—
'(i) INITIALLY LiSTED CHEMIcALB.—The base

tax amount for purposes of subparagraph
(A) W)th respect to any sale or use. during a
calendar year before 1995 with respect to
any ozone-depleting chemical other than a
newly listed chemical (as defined in section
4682(d)(3)(C) is the amount determined
under the following table for such calendar
year:
'Calendar year: Base tax amount
1990or1991__.......__...._..__........_.. $1.37
1992 1.67
1993or1994 2.65.

"(ii) NEWLY USTD cHEMICALs.—The base
tax amount for purposes of subparagraph
(A) with respect to any sale or use during a
calendar year before 1996 wfth respect to
any ozone-depleting chemical which Is a
newly listed chemical (as so defined) is the
amount determined under the following
table for such calendar year
'Calendar year:
1991or1992............._..
1993 ......

BaM 14.x amotLnt
$1.37

1.87
3.00

3.10.
"(C) BAsZ TAX AMOUWT POR LJITR YEARS.—

The base tax amount for purposes of sub-
paragraph (A) with respect to any aIe or
use of an ozone-depletIng chemical during a
calendar ye*z after the le.st year gpeclf led in
the table under ubparag?aph (B) applicable
to such chemical shall be the base tax
amount for such last year Increased by 45

0.1 cents for each year alter such last year."
(d) OTHER AMINDNINTS.—

1.0 (1) The last sentence of section 4682(cX2)
Is amended by inserting (other than

1.0 methyl chloroform)" after "ozone-depleting
, chemical".

(2) Paragraph (3) of section 4682(h) Is
1 0 amended by striking "Apr11 1" and Inserting

"June 30".
1.0 (e) EmcTIVE DA.—The amendments

made by thIs section shall apply to sales and
1.0 uses after December 31. 1990.
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1.0 (f) Dn'osITs FOR 1ST QUARTER F 1991.—No
deposit of any tax imposed by subchapter D

1.0 of chapter 38 of the Internal Revenue Code
of 1986 on any substance treated as an
ozone-depleting chemical by reason of the
amendment made by subsection (a)(1) shall
be required to be made before April 1, 1991.

PART II—Us-RTED TAXES
SEC. 13211. INCREASE AND EXTENSION 0? AVIA.

lION-RELATED TAXES AND TRUST
FUND REPEAL 0? REDUCFIO IN
RATES.

(a) INCREASE IN RA15 ON TRANspoRTA-
TION.—

(1) TWSPORTAT1O OF PER50N5.—Subsec-
tioris (a) and (b) of section 4261 are each
amended by striking 8 perceht and insertS
ing "10 percent'.

(2) TRANSPORTATION OF pRopER'ry.—Subsec
tion (a) of sectIon 4271 is amended by strik-
ing '5 percent" and inserting 6.25 percent'.

(3) Emcrnr DA'rE.—The amendments
made by this subsection shall apply to
transportation beginning after November
30, 1990. but shall not apply to amounts
paid on or before such date.

(b) INCREASE IN RAms O FUEL.—
(1) In GENERAL.—Paragraph (3) of section

4091(b) is amended by strikIng '14 cents
and inserting "17.5 cents'.

(2) CONFORMING AMENDMENTS.—
(A) Paragraph (1) of section 4041(c) is

amended by striking '14 cents and insert-
ing "17.5 cents'.

(B)(i) Subparagraph (C) of section
404 1(kXl) is amended to read as follows:

"(C) subsection (c) shall be applied by sub-
stituting '3.5 cents' for '17.5 cents'."

(ii) Subparagraph (B) of section
4041(mXl) is amended to read as follows:

"(B) subsection (c) shall be applied by sub-
stituting '3.5 cents for '17.5 cents."

(C)(i) Paragraph.s (1) and (2) of section
4091(d) are amended to read as follows:

'(1) IN GINERAL.—The Airport and Airway
Trust Pund financing rate shall be—

"(A) 3.5 cents per gallon in the case of the
sale of any mxture of aviation fuel If—

'(I) at least 10 percent of such mixture
consists of alcohol (as defined in section
4081(c)(3)), and

'(ii) the aviation fuel in such moisture
was not taxed under subparagraph (B), and

(B) 3.89 cents per gallon in the case of
the sale of aviation fuel for use (at the time
of such sale) in producing a mixture de
acribed in subparagraph (A).
In the case of a sale described in subpara
graph (B). the Leaking Underground Stor-
age Tank Trust Fund financing rate shall be
6 cent per gallon.

(2) LAr SEPARArIoN.—If any person sep-
arates the aviation fuel from a mixture of
the aviation fuel and alcohol on which tax
was imposed under subsection (a) at the Air-
port and Airway Trust Pund financing rate
eQuivalent to 3.5 cents per gallon by reason
of this subsection (or with respect to which
a credit or payment was allowed or made by
reason of section 6421(f)(1)). such person
shall be treated as the producer of such
aviation fueL The amount of tax imposed
on any sale of such aviation fuel by such
person shall be reduced by the amount of
tax imposed (and not credited or refunded)
on any prior sale of such fuel.'

(ii) The heading for subsection (d) of sec-
tion 4091 Is Lmended by striking EXEMP-
TION FROM' and Inserting "RDuc RATE
OF".

(3) Subsection (f) of section 6427 is
amended to read as follows:

(f) GAsoL1wi. DIsEi. Putt. AND AVIATION
FuEl. Usz TO PRODUCE CERTAIN ALCOHOL
FUELS.—
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CFC—211 —

CFC-212

CPC-213.._.............



October 16, 1990 H 10273CONGRESSIONAL RECORD — HOUSE
(1) !i oIcERAL.—Except M provided In iub- (U) Avxioi ruz..—The term "aviation (C) Rvx. or EXCIPTION P0* LCNOTRENnG

section (k), if any gasoline, diesel fuel, or fuel" has the meaning given iuch term by ExIsTnIo Av'roitosnzs.—Subparagraph (B)
vlation fuel on which tax waa 1mpoed by section 4092(a) of such Code. of section 4084(bX5) (defining manufactur-
section 4081 or 4091 at the regular tax rate (Ill) 8cRrr.—The term "Secretary" er) Is amended to read u follows:
Is used by any person In producing a mix. meana the Secretary of the Treasury or bla •"(B) LriqOu.z,uO TRZP.TD Al MAIIV7AC
ture described In .ectlon 4081(c), delegate. TURZ.—For pwpoee8 of this eection, iub-
4091(c)(1XA), or 4910(dX1XA) (a the caae (E) Excrrxoi p0* uszs.—The tax chapter 0 of this chapter, and section
may be) which Is sold or used In iuch per- imposed by this paragraph shall not apply 6416(bX3), the lengthening of an automo-
son's trade or bualneas the sceta to fuel held by any person exclusively for bile by any person shall be treated u the
pay (without Interest) to iuch person any uze which Is & nontaxable uae (as de- manufacture of n &utomobtle by 5uch
amount equal to the exceas of the regular fIned In aection 6427(1) of such Code.). person."
tax rate over the Incentive tax rate with . (F) O1'Ea ucqm..—A1I provi- (d) REPXAL or 8VECIAL Rvtrs FOR SMALL

spect to 8uch fuel. ifons of laws, Including pen&ltieg, applicable MA1ctpAcTuzas.—8ection 4064 Is amended
(2) DznintoNs.—For purposes of with respect to the tax Imposed by aection by stilking 8ub8ection (d).

graph (1)— 4091 of such Code shall. Insofar 88 applica- (e) Emc1IvE DATES.—
(A) REGULAR TAX z.—The term 'regular ble and not inconsistent with the provlaion5 (1) SuBscrzoNs (a) *ir (b).—The amend-

tax rate' means— of this paragraph, apply with respect to the ments made by sub8ections (a) and (b) shall
"(i) in the case of gasoline, the aggregate floor stock taxes impo6ed by this paragraph &pply to sales after December 31, 1990.

rate of tax Imposed by section 4081 deter- to the same extent as If such taxes were tin- 2 SuBscTIo1 (c).—The amendments
mined without regard to 8ubsection (c) posed by such section 4091. made by subsection (c) shall take effect on
thereof, (c) IIqcRzAss IN TAX Rxvzwzs BEF0RI January 1, 1991.

"(U) in the caae of diesel fuel, the 1993 To R&m nc GENi1. Fuiu.—8ubsec- (3) SvscnoN (d).—The amendment
gate rate of tax Imposed by section 4091 on tion (b) of section 9502 Is amended by made by iubsectlon (d) shall take effect on
such fuel determined without regard to sub- adding at the end thereof the following new the date of the enactment of this 8ection.

sentence: "In the case of taxes Imposed 8EC 13213. INCREASE IN HABBO9 MAINTENANCEsection (c) thereof, and
"(Ill) in the case of aviation fuel, the before January 1, 1993, paragraphs (1), (2),

and (3) shall be applied without regard to (a) I GvigiiAi...—Sub8ection (b) of sectiongregate rate of tax Imposed by section 4091 any increaae in tax enacted by Revenue 4461 Is amended by striking "0.04 percent"on 8uch fuel determined without regard to Reconciliation Act of 1990." and InsertIng "0.125 percent".subsection (d) thereof.

_____

(d) EXTENSION OF TAXES AND TRUST (b) EmcTIvz DATZ.—The amendment"(B) INcrrv TAX .—The term 'in. FrNm.— made by sub8ection (a) shall take effect oncentive tax rate' means— (1) T1wisPORTATIo1 mxzs.—8eCtiofls January 1, 1991."(i) in the case of gasoline, the agregate 4261(g) and 4271(d) are each amended by
SEC. 13214. EX'TENSION OF LKAKING UNDER-rate of tax Imposed by sectIon 4081 with £ sti "January 1, 1991" and inserting GROUND STORAGE TANK TRUST FUNDspect to fuel described in subsection (cX 1) "January 1, 1996" TAXESthereof, (2) FUEL TAX!S.— (a) IN Gnwi..—Paragraph (2) of section'(U) in the case of diesel fuel, the gg- (A) Subparagraph (B) of section 4081(d) Is amended to read as follows:gate rate of tax Imposed by section 4091 409 1(b)(5) Is amended by 8triklng "January "(2) I.EINO mWZRGROWD STORAGE TANKwith respect to fuel described in iubsectlon 1, 1991" and InsertIng "January 1, 1996". TRUST rv yxcno RATL—The Leaking(cX1XB) thereof, and (B) Paragraph (5) of 5ection 4041(c) Is Underground Storage Tank Trust Fund fi-"(Ill) in the case of aviation fuel, the amended by strikIng "December 31, 1990" nancing rate under iubsection (aX2) shallgregate rate of tax Imposed by Bectlon 4091 and inserting "December 31, 1995". not apply after December 31, 1996."with respect to fuel described in sub8ection (3) Dxiosrrs nrro TRUST FUND.—Subsection (b) EmcTIv! DA1z.—The amendment(dX1XB.) thereof. (b) of section 9502 (relatIng to transfer made by lub8ection (a) shall take effect on"(3) COORD!NATION WITH OTHER RZPAY)ZNT Airport and Airway Trust Fund of amounts the 30th day after the date of the enact-PRovtszoNS.—No amount shall be payable equivalent to certain taxes) Is amended by ment of this Act.under paragraph (1) with respect to any 8triklng "January 1, 1991" each place it ap-

oline, diesel fuel, or aviation fuel with re- pears and Inserting "January 1, 1996". SEC 13215. FLOOR STOCKS TAX TREATMENT OF AR-

spect to which an amount Is payable under (e) RpEAi. o RDUCr1ON flc RAILS— IN FOREiGN TRADE ZONES.

subsection (d), (e), or (1) of this 8ectlon or (1) Section 4283 (relating to reduction Notwithstanding the Act of June 18, 1934
under 8ection 6420 or 6421. avIation related taxes in certain C88S) Is (48 Stat. 998, 19 U.S.C. 81a) or any other

"(4) TRRMINATION.—Th1S iubsection shall hereby repealed. provision of law, any article which Is located
not apply with respect to any mixture sold (2) Table of Bections for part III of sub- in a foreign trade zone on the effective date
or used after September 30, 1995." chapter C of chapter 33 Is amended by strik of any increase in tax under the amend-

EFFECTIVE DATES.—The amendments made Ing the item relating to ect1on 4283. ments made by this part, part I, or part IV
by this 8ubsection shall take effect onl (3) Sub8ection (c) of section 4041 Is shall be subject to floor stocks taxes Im-
December 1, 1990. amended by strikIng paragraph posed by such parts If—

(5) FLOOR STOCKS TAXES.— SEC. 13212. AMENDMENTS TO GAS GUZZLER TAX.
(1) internal revenue taxes have been de-

(A) bLosmoN O TAX.—In the case of (a) INCRZA$E n RATZ 0? T*x.—8ubection
ternilned, or cuatoma duties Uquidated, with
re8pect to such article before Buch date pur-aviation fuel on which tax was ImPOsed (a) of 8ection 4064 (relating to gas guzaer 8uant to a request made under the 1st provl-under section 4091 of the Internal Revenue tax) Is amended to read as follows: so of 8ection 3(a) of such Act, orCode of 1986 before December 1, 1990, and "(a) IMposmolq or TAX—There i hereby (2) such article Is held on such date underwhich Is held on such date by any person, Imposed on the 8ale by the manufacturer of the supervision of a customs officer pursu-there Is hereby Imposed a floor stocks tax each automobile a tax determined in accord- ant to the 2d proviso of iuch sectIon 3(a)on such fuel. ance with the following table:

(B) RAm oF TAx.—The rate of tax Imposed If the fuel economy of the model SubUUe C—Other Revenue Increase.
by subparagraph (A) shall be 3.5 cents per type in which the automobile PART 1—DiSURANCE PROVISIONS

fafls Is. The tax a— subpart A—Provisions Related to Poll cij(C) Lujn.ny POR TAX AND KHOD 0? PAY At least 22.5 $0 Acqustion Costa)LENT.— At least 21.5 but less than 22.5.. 1,000(i) Lnny poR TAX—A person holding At least 20.5 but less than 21.5.. 1,300 SEC 1330L CAPITALIZATION OF POLICY ACQUISI-
fuel on December 1, 1990, to which the tax At least 19.5 but 1es8 than 20.5.. 1,700 lION EXPENSES.
Imposed by thIs paragraph applies shall be At least 18.5 but 1e88 than 19.5.. 2,100 (a) G!N12w. Rux..—Part lU of subchapter
liable for such tax. At least 17.5 but less than 18.5.. 2,600 L of chapter 1 (relating to provisions of gen-

(U) Mrmon or pAyMzj—The tax Im- At least 16.5 but less than 17.5.. 3,000 eral appUcation) Is amended by adding at
posed by this paragraph ahall be paid in At least 15.5 but 1e83 than 16.5.. 3,700 the end thereof the following new section
such manner as the Secretary shall pre- At least 14.5 but lesa than 15.5.. 4,500 'SEC u8. CAPITALIZATION OF CERTAIN POLICY
scribe. At least 13.5 but less thaqn 14.5 6,400 ACQUISITION EXPENSE&

(Ill) TIMZ POR pAYuNr.—The tax Imposed At least 12.5 but le than 13.5.. 6,400 "(a) GEw1Iw Rmz.—In the case of an in-
by this paragraph shall be paid on or before Less than 12.5 ..... .... 7.700." ji.wce company—
May 31, 1991. (b) LIMOUSINiS XwCLUDED WITHoUT RFG "(1) 8PCIfied poUcy acquthtion expenses

(D) DEnNm0NS.—For purposes of this To Wr1G.—8ubparagraph (A) of section for any taxable year shall be capitalized,
paragraph— 4064(bXl) Is amended by adding at the end and(i) E BY A PR3oN.—Fuel shall be con- thereof the following new sentence: "In the "(2) such expenses shall be allowed as a
sidered U 'held by a person" If title thereto case of a limousine, the preceding sentence I deduction ratably over the 120-month
has pas8ed to iuch person (whether or not hafl be appUed without regard to clause period beginning with the f1rt month In
deUvery to the person ha been made). (U)." the second hail of such taxable year.
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5-Ysal AMORTIZATION PialoD FOR

SMALL COMPANIES.—
"(1) IN GENERAL.—Paragraph (2) of subsec-

tion (a) shall be applied with respect to
specified policy acquisition expenses for any
taxable year of an Insurapce company
which is a small company for such taxable
year by substituting '60-month' for '120-
month'.

"(2) Siuu. COMPANY DZFINZD.—For pur-
poses of this subsection, the term 'small
company' means any insurance company
which meets the requirements of section
806(aX3); except that—

"(A) paragraph (1)(A) of sectIon 806(c)
shall be applied by substituting 'Insurance'
for 'life Insurance' each place It appears,
and

"(B) paragraph (2) of section 806(c) shall
not apply.

"(3) EXCEPTION FOR ACQUISITION ZNSES
ArraIBU'TABLE TO CERTAIN REINSURANCE CON-
TRAcTS.—This subsection shall not apply to
any specified policy acquisition expenses for
any taxable year which are attributable to
premiums or other consideration under any
reinsurance contract with any insurance
company unless each insurance company
which takes into account premiums with re-
spect to the reinsured contract is a small
company.

"Cc) SPECIFIER POLICY ACQUISITION Ex-
PENsEs.—For purposes of this section—

"(1) IN GENERAL—The term 'specified
policy acquisition expenses' means, with re-
spect to any taxable year, so much of the
general deductions for such taxable year as
does not exceed the sum of—

"(A) 1.5 percent of the net premiums for
such taxable year on specified insurance
contracts which are annuity contracts,

"(B) 1.80percent of the net premiums for
such taxable year on specified insurance
contracts which are group life insurance
contracts, and

"(C) 6.75 percent of the net premiums for
such taxable year on specified insurance
contracts not described in subparagraph (A)
or (B).

"(2) GENERAL DEDUCTI0NS.—The term 'gen-
eral deductions' means the deductions pro-
vided in part VI of subchapter B (sec. 161
and following, relating to Itemized deduc-
tions) and in part I of subchapter D (sec.
401 and following, relating to pension, profit
sharing. stock bonus plans, etc.).

"(d) Nrr Pazsivies.—For purposes of this
section—

"(1) IN GENZRAL.—The term 'net premiums'
means, with respect to any category of spec-
ified Insurance contracts set forth in subsec-
tion (c)(1), the excess (if any) of—

"(A) the gross amount of premiums and
other consideration on such contracts, over

"(B) return premiums on such contracts
and premiums and other consideration in-
curred for reinsurance of such contracts.
The rules of section 803(b) shall apply for
purposes of the preceding sentence.

"(2) AMOUNTS DETERMINED ON ACCRUAL
sAsls.—In the case of an Insurance company
subject to tax under part II of this subchap-
ter, all computations entering into determi-
nations of net premiums for any taxable
year shall be made in the manner required
under sectIon 811(s) for life Insurance com-
panies.

"(3) Tiz&TMEN'r OF TMN POLICYHOLDER
DIVIDENDs AND SxMU,AA AMouN-rs.—Net premi-
ums shall be determined without regard to
section 808(e) and without regard to other
similar amounts treated as paid to, and re-
turned by, the policyholder.

"(4) SPECIAL RULE FOR CERTAIN REINSUR-
AlicE—Premiums and other consideration
Incurred for reLnsw-ance shall be taken into
account under paragraph (1XB) only to the
extent such premiums and other consider-
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ation are includible in the gross Income of
an insurance company taxable under this
subchapter or are subject to tax under this
chapter by reason of subpart F oi part III of
subchapter N.

"(e) CLAsSIFICATION OF C0NTRACTs.—For
purposes of this secUon—

"(1) SPECIFIED INSURANCE CONTRACT.—
"(A) IN oiuaL.—EXcept as otherwise pro-

vided In this paragraph, the term gpec1fled
insurance contract means say life insur-
ance, annuity, or noncsncellable accident
and health insurance contract (Including
any life Insurance or annuity contract com-
bined with noncancellable accident and
health insurance).

"(B) ExcsI'TIoNs.—The term 'specified in-
surance contract' shall not include—

"Ci) any pension plan contract (as defined
in section 818(a)),

"(Ii) any flight insurance or similar con-
tract, and

"(iii) any qualified foreign contract (as de.
fined in section 80'UeX4) without regard to
paragraph (5) of this subsection).

"(2) GRoUP LIP'! INSURANCE CoNTRACT.—
The term 'group life insurance contract'
means any life Insurance contract—

"(A) which covers a group of individuals
defined by reference to employment rela-
tionship, membership in an organization, or
similar factor,

"(B) the premiums for which are deter-
mined on a group basis, and

"(C) the proceeds of which are payable to
(Or for the benefit of) persons other than
the employer of the Insured, an organiza-
tion to which the insured belongs, or other
similar person,

______

"(3) TREATMENT OF Asryiif CONTRACTS
COMBINED WITH NONCANCELLANLE ACCIDENT

HEALTH rNsuRMiCE.—Any annuity con-
tract combined with noncancellable accident
and health Insurance shall be treated as a
noncancellable accident and health Insur-
ance contract and not as an annuity con-
tract.

"(4) TREATMENT OF GUARANTERD RENEWABLE
coimuc-rs.—The rules of section 818(e) shall
apply for purposes of this section.

"(5) TREATMENT OF REINSURANCE CON-

TRACT.—A contract which reinsures another
contract shall be treated in the same
manner as the reinsured contract.

"(f) SPECIAL RULE Wxzas NzcaTlvz Nrr
PREMIUMS.—

"(1) Iii GzNERAI..—If for any taxable year
there is a negative capitalization amount
with respect to any category of specified in-
surance contracts set forth in subsection
(c)( 1)—

"(A) the amount otherwise required to be
capitalized under this section for such tax-
able year with respect to any other category
of specified Insurance contracts shall be re-
duced (but not below zero) by such negative
capitalization amount, and

"(B) such negative capitalization amount
(to the extent not taken into account under
subparagraph (A))—

"(I) shall reduce (but not below zero) the
unamortized balance (as of the beginning of
such taxable year) of the amounts previous-
ly capitalized under subsection (a) (begin-
ning with the amount capitalized br the
moat recent taxable year), and

"(II) to the extent taken into account as
such a reduction, shall be allowed as a de-
duction for such taxable year.

"(2) NEGATIVE CAPITALIZATION AMOUNT.—
For purposes of paragraph Cl), the term
'negative capitalization amount' means,
with respect to any category of specified in-
surance contracts, the percentage (applica-
ble under subsection (cXl) to such category)
of the amount (if any) by which—
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"(A) the amount determined under sub-
paragraph (B) of subsection (d (1) with re-
spect to such category, exceeds

"(B) the amount determined under suti-
paragraph (A) of subsection (dXl) with re-
•gpect to such category.

"(g) TREATMENT OF CErrAni CEDING Cou-
)sIssIoNs,—NOthlng in any provision of law
(other than this section) shall require the
capitalization of any ceding commission in-
curred on or after September 30, 1990,
under any reinsurance contract.

"(h) TREATMENT OF QUAI.IrIED FoREIGN
CONTRACTS UNDER ADJUsTED CURRENT EARN-
INGS PREFERENCE.—For purposes of deter-
mining adjusted current earnings under sec-
tion 56(g), acquisition expenses with respect
to contracts described in clause (iU) of sub-
section (eX1XB) shall be capitalized and
amortized in accordance with the treatment
generally required under generally accepted
accounting principles as if this subsection
applied to such contracts for all taxable
years,

"(i) TRANsITIONAL Rui,s.—In the case of
any taxable year which Includes September
30, 1990, the amount taken into account as
the net premiums (Or negative capitalization
amount) with respect to any category of
specified Insurance contracts shall be the
amount which bears the same ratio to the
amount which (but for this subsection)
would be so taken into account as the
number of days in such taxable year. on or
after September 30, 1990, bears to the total
number of days in such taxable year."

(b) RIFm or 8pncw, TREATMENT or AC-
QUISITION EXPENSES UNDER Mnrixvx TAR.—
Paragraph (4) of section 58(g) is amended
by striking subparagraph (F) and redesig-
nating subparagraphs (0) and (H) as sub-
paragraphs (F) and (0). respectively.

(c) CLERICAL AMEEGThIP2rI.—The table of
sections for part III of subchapter L of
chapter 1 is amended by adding at the end
thereof the following new item
"Sec. 848. Capitalization of certain policy

acquisition expenses."
(d) EFP'ECTIVE DATE.—
(1) IN GENERAL—The amendments made

by subsections (a) and (c) shall apply to tax-
able years ending on or after September 30,
1990. Any capitalization required by reason
of such amendments shall not be treated as
a change in method of accounting for pur-
poses of the Internal Revenue Code of 1986.

(2) SUBSECTION (b).—
(A) IN GENERAL-—The amendment made by

subsection (b) shall apply to taxable years
beginning on or after September 30, 1990.

(B) SPECIAL aULES FOR YEAR WHICH IN-
CLUDES SENTER so, isso.—In the ca-se of
any taxable year which includes September
30, 1990, the amount of acquisition expenses
which is required to be capitalized under
section 58(g)(4XF) of the Internal Revenue
Code of 1988 (as in effect before the amend-
ment made by subsection (b)) shall be the
amount which bears the same ratio to the
amount which (but for this subparagraph)
would be so required to be capitalized as the
number of days in such taxable year befcre
September 30, 1990, bears to the total
number of days in such taxable year. A simi-
lar reduction shall be made in the amount
amortized for such taxable year under such
section 56(g)(4XF).
SEC. 13352. TREATMENT OF CERTAIN NONUPE RE-

SER%ES OF urs INSURANCE COMPA-
NIAs.

(a) GENERAL RuLE.—SubsectiOn (e) of sec-
tion 807 (relatIng to special rules for com-
puting reserves) is amended by adding at
the end thereof the following new para-
graph:



October 16, 1990
"(7) SPECIAL RULZS bR TRLtI'MENT OF (ZR.

TAIN NONLIfl RZSERvKS.—
"(A) IN GENmL—The amount taken Into

account for purposes o subsection (a) and
(b) as—

"(i) the opening ba]ance of the items re-
ferred to In subparagraph (C). and

"(ii) the closing ba]ance of such items,
shall be 80 percent of the amount which
(without regard to this subparagraph)
would have been taken Into account s such
opening or closing balance, aa the case may
be

"(B) TRANSITIONAL RULE.—
'(i) Iii ziw..—In the case of any tax

able year beginning on or after September
30. 1990. and on or before September 30,
1996, there shall be Included In the gross
Income of any life insurance company an
amount equal to 3 Y, percent of such compa-
ny's closing balance of the items referred to
In subparagraph (C) for its most recent tax-
able year beginning before September 30,
1990.

"(ii) TERMINATION As LIFE X1!SURANCE COM-
PANT.—Except as provided In 8ection
381(cX22), 11. for any taxable year beginning
on or before September 30, 1996, the tax-
payer ceases to be a life Insurance company,
the aggregate Inclusions which would have
been made under clause (I) for such taxable
year and subsequent taxable years but for
such cessation shall be taken Into account
for the taxable year preceding such cessa-
tion year.

"(C) Dscnznow op rrna.—For purposes
of this paragraph, the items referred to In
this subparagraph are the Items described
In subsection (c) which consist of unearned
premiums and premiums received In ad-
vance under Insurance contracts not de
scribed In section 816(b)(1)(B)."

(b) Epp'Ecriv DAT.—The amendment
made by subsection (a) shall apply to tax-
able years beginning on or after September
30, 1990.
SEC. 13303. TREATMENT OF UFE INSURANCE RE-

SERvES or UiSURANCE COMPANIES
WIUCH ARE NOT UPE INSUKANCE
COMPANIES.

(a) OrtERAIL Rmz.—Paragraph (4) of sec-
tion 832(b) (definIng premiums earned) Is
amended by strikIng "section 807. pertain-
Ing" and all that follows down through the
period at the end of the first sentence
which follows subparagraph (C) and Insert-
ing "section 807.".

(b) TECHNICAL AMINDMENT.—Subpara.
graph (A) of section 832(bX7) Is amended—

(1) by striking "amounts included in un•
earned premiums under the 2nd sentence of
such subparagraph" and Inserting "Insur-
ance contracth described in 8ection
816(bX1XB)", and

(2) by striking 'such niounts into ac-
count" and Inserting "such contracts into
account".

(c) EmcnvE DAft—The amendments
made by this section shall apply to taxable
years beginning on or alter September 30,
1990.

Subpart B—Treatment of Salvage
Recoverable

SEC. 1331& TRATMRNr OP SALVAGE RECOVER.
ABL&

(a) GENR/IL Rui..—Subparagraph (A) of
8ection 832(bX5) (defining losses incurred)
Is amended to read as follows:

"(A) Ii, oAL.—The term osses in-
curred' means losses Incurred during the
taxable year on Insurance contracts comput-

sa follows:
"U) To losses paid during the taxable year.

deduct salvage and reinsurance recovered
during the taxable year.

"(ii) To the result so obtained, add all
unpaid loes on life insurance contracts
plus all discounted unpaid losses (as defined
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in secUon 846) outatandlng sL the end of the
taxable year and deduct p11 unpaid lo8ses on
life lnsumnce contracts plua all discounted
unpaid losses out8tancHng at the end of the
preceding taxable year.

"(Hi) To the results o obtained, add esti
mated 5alvage and rethsurance recoverable
aa ol the end of the preceding taxable year
and deduct estimated sa'vage and reinsur-
ence recoverable U of the end of the tax•
able year.
The Secretary shall by regulations provide
that the amounts referred to in clE.use (iii)
shall be determined on a discounted basis in
accordance with procedures established in
such regulations."

(b) C0NPORp.(INO AMENDMErr.—Subsection
(g) of section 846 Is amended by ddlng
"and" at the end of paragraph (1), by 8trik-
Ing paragraph (2), and by redesignating
paragraph (3) as paragraph (2).

(c) En'EcTIv DA11.—
(1) Iz GzNgAi..—The amendments made

by this section shall apply to taxable years
beginning after December 31. 1989.

(2) Aum&izs TREATK_D AS CHANGE IN
MZTHOD OP ACCOUNTING.—

(A) IN GENKRAL.—In the case of any tax-
payer who Is required by reason of the
amendments made by this section to change
his method of computing losses incurred—

(i) such change shall be treated as a
change in a method of accounting,

(H) such change shall be treated as Initiat-
ed by the taxpayer, and

(ill) such change shall be treated as
having been made with the consent of the
Secretary.

(B) FRESH 8TART.—Notwlthstanding sec-
tion 481 of the Internal Revenue Code of
1986, the net amount of the adjustments
(otherwise required by such section 481 to
be taken into account by the taxpayer) shall
not be required to be taken into account for
any taxable year.

(3) Spzcz mi poa ovzs1mLArEs.—If
for any taxable year beginning alter Decem-
ber 31, 1989—

(A) the amount of the section 481 adjust-
ment which would have been required with-
out regard to 'paragraph (2) and any dis-
counting, exceeds
'(B) the sum of the amount of salvage re-

covered taken into account under section
832(b)(5XA)(i) for the taxable year and any
preceding taxable year beginning after De-
cember 31. 1989, attributable to losses in.
curred with respect to any accident year be-
ginning before 1990 and the unciLounted
amount of estimated aalvage recoverable as
of the close of the taxable year on account
of such losses,
such exce (adjusted by the dlzcount rate
used in determining the amount of salvage
recoverable as of the close of the last .
able year of the taxpayer beginning before
January 1, 1990) simil be Included in gro
Income for 3uch taxable year.

(4) Emcr o wqnqo AND riiorrrs.—The
earnings &nd profits of any Insurance com•
pany for its 1st taxable year beginning after
December 31. 1989. shall be increased by the
amount of the ection 481 adJustment
which would have been required but for
paragraph (2). For purposes of applying sec-
tions 66, 902, 952(cXl), and 960 of the Inter-
nái Revenue Code of 1986, earnIngs and
prof its of a corporation shall be determined
without regard to the preceding sentence.

Subpart C—Waiver of Estimated Tax
Penalties

SEC. 13307. WAIVER Of ESTIMATED TAX PENAL.
TIES.

No addition to tax shall be made under
section 6655 of the Internal Revenue Code
of 1988 for any period before March 16,
1991, wIth respect to any underpayment to
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the extent such underpayment was created
or increased by any provision of this part.

PART Il—COMPLIANCE PROVISIONS
SEC 13311. 8USPENSON OF STATUTE OP LIMITA.

T1ON8 DURING PROCFEDINGS TO EN.
FORCE CER1AIN SUMMONSES.

(a) O**i Rm.z.—8ection 6503 (relating
to suspension of running of period of Uznlta-
tion) is smended by redesignating subsec-
tion (k) is subsection (1) and by Inserting
after subsection (j) the following new sub-
section:

'(k) Exsxow IN C.sx op CERTAIN SUM-
MONSES.— -

"(1) IN GENERAL.—If any designated sum-
inons s Issued by the Secretary with respect
to any return of tax by a corporation, the
running of any period of limitations provid-
ed in section 6501 on the assessment of such
tax shall be suspended—

"(A) during any judicial enforcement
period—

"(i) with respect to such summons, or
'(H) with respect to any other summons

which is issued during the 30•day period
which begins on the date on which such des•
ignated stmirnons Is Issued and which re•
lates to the same return as such designated
summons, and

"(B) if the court in any proceeding re-
ferred to in paragraph (3) requires any com-
pliance with a aumnions referred to in sub-
paragraph (A), during the 120-day period
beginning with the 1st day after the close of
the suspension under subparagraph (A).
If subparagraph (B) does not apply, such
period shall in no event expire before the
60th day after the close of the suspension
under subparagraph (A).

"(2) DESIGNAItD SUMMONS.—FOr purposes
of this subsection—

"(A) IN GTNZRAL.—The term 'designated
summons means any summons i8sued for
purposes of determining the amount of any
tax imposed by this title if—

"(i) such summons Is Issued at least 60
days before the day on which the period
prescribed in section 6501 for the asess•
ment of such tax expires (determined with
regard to extensions), and

"(ii) such summons clearly states that it is
a designated summons for purposes of this
subsection.

"(B) LIKITATION.—A summons which re•
lates to any return shall not be treated as a
designated summons if a prior summons
which reiatea to such return was treated as
a designated summons for purposes of this
subsection.

"(3) JUDICIAL NPORCENT PERIOD—For
purposes of this subsection, the term judl-
cial enforcement period' means, with re-
spect to any summons, the period—

"(A) which begins on the day on which a
court proceeding with respect to such sum•
mons Is brought, and

"(B) which ends on the day on which
there Is a final resolution as to the 5•
moned person's response to such summons."

(b) Emcrzvs DA.—The amendment
made by subsection (a) shall apply to any
tax (whether imposed before, on, or after
the date of the enactment of this Act) if the
period prescribed by section 6501 of the In.
ternal Revenue Code of 1986 for the assess.
ment of such tax (determined with regard
to extensions) has not expired on such date
of the enactment.
SEC. 13312. ACCURACY-RELATED PENALTY 'TO

APPLY 'TO SWTION 482 ADJUS'rMENT.
(a) ONERAL Ruzz.—Subsection (e) of sec-

tion 6662 (defining substantial valuation
overstatement under chapter 1) Is amended
to read as follows:

"(e) SUSTANTIAL VuATION MISSTATE-M UNDER CRAPTR 1.—
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"( 1) IN GNERAL.—For purposes of this sec-

tion, there Is a substantial valuation missta-
tement under chapter 1 11—

"(A) the value of any property (or the ad-
justed basis of &ny property) claimed on any
return of tax Imposed by chapter 1 Is 200
percent or more of the amount determined
to be the correct amount of such valuation
or adjusted basis (as the case may be), or

"(B)(i) the price for any property or serv-
ices claimed on any such return In connec-
Uon with any transaction between persons
described in section 482 is 200 percent or
more (or 50 percent or less) of the amount
determined under section 482 to be the cor-
rect amount of such price, or

"(ii) the net section 482 transfer price ad-
justment for the taxable year exceeds
$10,000,000.

'(2) LIMITATION.—No penalty shall be Im-
posed by reason of subsection (b)(3) unless
the portion of the underpayment for the
taxable year attributable to substantial
valuation misstatements under chapter 1 ex-
ceeds $5,000 ($10,000 In the case of a corpo-
ration other than an S corporation or a per-
sonal holding company (as defined in sec-
tion 542)).

"(3) Nrr sECTIoN 482 TRAI4SFZR PRICE AD-
Jtsn&n.—For purposes of this subsection,
the term 'net section 482 transfer price ad-
justment' means, with respect to any tax-
able year, the net increase In taxable
income for the taxable year (determined
without regard to any amount carried to
such taxable year from another taxable
year) resulting from adjustments under sec-
tion 482 in the transfer price for any prop-
erty or services. For purposes of the preced-
ing sentence, rules similar to the rules of
the 'ast sentence of section 55(bX2) shall
apply."

(b) CONPORMING AMENDMENTS.—
(1) Paragraph (3) of section 6662(b) is

amended to read as follows:
'(3) Any substantial valuation misstate-

ment under chapter 1."
(2) Subparagraph (A) of section 6662(h)(2)

is amended to read as follows:
"(A) any substantial valuation misstate-

ment under chapter 1 as determined under
subsection (e) by substituting—

'(i) '400 percent' for 200 percent' each
place it appears,

"(ii) '25 percent' for 50 percent', and
"(iii) '$20,000,000' for '$10,000,000,'.
(c) EmcrIvE DAr!.—The amendments

made by this section shall apply to taxable
years ending after the date of the enact-
ment of this Act.
SEC. I33I. TREATMENT OF PERSONS PROVIDING

SERvICES.
(a) GENEP.AL RutE.—Subsection (n) of sec-

tion 6103 (relatIng to certain other persons)
Is amended—

(1) by striking "and the programming"
and Inserting 'the programming", and

(2) by Inserting after "of equipment," the
following "and the providing of other serv-
ices,".

(b) Emc'rzv DAit.—The amendments
made by subsection (a) shall take effect on
the date of the enactment of this Act.
SEC I3I4. APPLICATION OF AMENDMEN'TS MADE

BY SECrION 7403 OF REvENUE RECON-
CILIATION ACT OF 1189 TO TAXABLE
YEARS BEGINNING ON OR BEFORE
JULY 10, 198$.

(a) GENERAL RULE.—The amendments
made by section 7403 of the Revenue Recon-
cillation Act of 1989 shall apply to—

(1) any requirement to furnish informa-
tion under section 6038A(a) of the Internal
Revenue Code of 1986 (as amended by such
section 7403) if the time for furnishing such
information under such section is after the
date of the enactment of this Act,
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(2) any requirement under such section

6038A(a) to maintain records which were in
existence on or after March 20, 1990,

(3) any requirement to authorize a corpo-
ration to act as a limited agent under sec-
tion 8038A(e)(1) of such Code (as so amend-
ed) 11 the time for authorizing such action is
after the date of the enactment of this Act,
and

(4) any summons Issued after such date of
enactment.
without regard to when the taxable year (to
which the Information, records, authoriza-
tion, or summons relates) began. Such
amendments shall also apply in any case to
which they would apply without regard to
this section.

(b) C0NTINuAn0N OF OLD FAILws.—In
the case of any failure with respect to a tax-
able year beginning on or before July 10,
1989, which first occurs on or before the
date of the enactment of this Act but which
continues after such date of enactment, sec-
tion 6038A(d)(2) of the Internal Revenue
Code of 1986 (as amended by subsection (c)
of such section 7403) shall apply for pur-
poses of determining the amount of the
penalty Imposed for 30•day periods referred
to in such section 6038A(d)(2) which begth
after the date of the enactment of this Act.
SEC. 13315. OTHER REPORTING REQUIREMENTS.

(a) GENgRAL RUIL—8ubpart A of part III
of subchapter A of chapter 61 (relating to
Information concerning persons subject to
special provisions) is amended by Inserting
after section 6038B the following new sec-
tion:
SEC. 6038C.. INFORMATION WITH RESPECT TO FOR-

EIGN CORPORATIONS ENGAGED IN
U.S. BUSINESS.

"(a) REQUIRI:MZNT.—If a foreign corpora-
tion (hereinafter In this section referred to
as the reporting corporation') is engaged in
a trade or business within the United States
at any time during a taxable year—

"(1) such corporation shall furnish (at
such timne and in such manner as the Secre-
tary shall by regulations prescribe) the in-
formation described in subsection (b), and

"(2) such corporation shall maintain (at
the location, in the manner, and to the
extent prescribed in regulations) such
records as may be appropriate to determine
the liability of 8uch corporation for tax
under this title as the Secretary shall by
regulations prescribe (or shall cause another
person to so maintain such records).

"(b) REQUIRED INFoRMATIoN—For pur-
poses of subsection (a), the information de-
scribed in this subsection is—

'(1) the information described in section
6038A(b), and

"(2) such other Information as the Secre-
tary may prescribe by regulations relating
to any item not directly connected with a
transaction for which information is re-
quired under paragraph (1).

"(c) PENAlTY FOR FAILYP.Z To FuIsH IN-
FORMATION OR MAINTAIN RcoRDs.—The pro-
visions of subsection (d) of section 6038A
shall apply to—

"(1) any failure to furnish (within the
timne prescribed by regulations) any infor-
mation described in subsection (b), and

"(2) any failure to maintain (or cause an-
other to maintain) records as requIred by
subsection (a),
in the same manner as if such failure were a
failure to comply with the provisions of sec-
tion 6038A.

'(d) ENPORCEMENT OF REQUESTS ?OR CiB-
TAIN REcoRDs.—

"(1) AGREEMZNT TO TREAT CORPORATION AS

AGENT—The rules of paragraph (3) shall
apply to any transaction between the re-
porting corporation and any related party
who is a foreign person unless such related

October 16, 1990
party agrees (in such manner and at such
timne as the Secretary shall prescribe) to au-
thorize the reporting corporation to act as
8uch related party's limnited agent solely for
purposes of applying sections 7602, 7603,
snd 7604 with respect to any request by the
Secretary to examine records or produce
testlmnony related to any such transaction or
with respect to any summons by the Secre-
tary for such records or testimony. The ap-
pearance of persons or production of
records by reason of the reporting corpora-
tion being such an agent shall not subject
such perons or records to legal process for
any purpose other than determining the
correct treatment under this title of any
transaction between the reporting corpora-
tion and such related party.

"(2) RUL.s WHERE INFORMATION NOT FUR-
NI51ED.—If—

'(A) for purposes of determining the
amount of the reporting corporation's liabil-
ity for tax under this title, the Secretary
Issues a summons to such corporation to
produce (either directly or as an agent for a
related party who is a foreign person) any
records or testimony,

"(B) such summons is not quashed in a
proceeding begun under paragraph (4) of
section 6038A(e) (as made applicable by
paragraph (4) of this subsection) and is not
determined to be invalid in a proceeding
begun under section 7604(b) to enforce such
summons, and

'(C) the reporting corporation does not
substantially comply in a timely manner
with such summons and the Secretary has
sent by certified or registered mail a notice
to such reporting corporation that such re
porting corporation has not so substantially
complied,
the Secretary may apply the rules of para-
graph (3) wIth respect to any transaction or
item to which such summons relates
(whether or not the Secretary begins a pro-
ceeding to enforce such summons). If the re-
porting corporation falls to maintain (or
cause another to maintain) records as re-
quired by subsection (a) and by reason of
that failure, the summons is quashed in a
proceeding described in subparagraph (B) or
the reporting corporation is not able to pro-
vide the records requested in the summons,
the Secretary may apply the rules of para-
graph (3) with respect to any transaction or
item to which the records relate.

'(3) APPLICABLE RUI2S.—If the rules of this
paragraph apply to any transaction or item,
the treatment of such transaction (oP e
amount and treatment of any such em)
shall be determined by the Secretary in the
Secretary's sole discretion from the Secre-
tary's own knowledge or from such informa-
tion as the Secretary may obtain through
testimony or otherwise.

'(4) JUDIcIA.L pRoCEEDINGs—The provi-
sions of section 6038A(e)(4) shall apply with
respect to any summons issued under para-
graph (2)(A); except that subparagraph (D)
of such section shall be applied by substitut-
ing 'transaction or item' for transaction'.

(e) DgrINIfloNs.—For purposes of this
section, the terms related party, foreign
person', and 'records have the respective
meanings given to such terms by section
6038A( c)"

(b) Cotonc ALtNDWEWF5.—
(1) Paragraph (1) of section 6038A(a) is

amended by striking or is a foreign corpo-
ration engaged in trade or business within
the United States".

(2) The table of sections for subpart A of
part III of subchapter A of chapter 61 is
amended by Inserting after the item relat-
ing to section 6038B the following new Item:



October 16, 1990
'Sec. 6038C. Information with respect to

foreign corporations engaged
In U.S. business.'

(C) EVTWTTVE DAm.—The amendments
made by this section shall apply to—

(1) any requirement to furnish Informa-
tion under section 6038C(a) of the Internal
Revenue Code of 1986 (as added by this sec-
tion If the time for furnishing such infor-
maUon under such section is after the date
of the enactment of this Act,

(2) any requirement under such section
8038C(a) to maintain records which were in
existence on or after March 20. 1990.

(3) any requirement to authorize a corpO-
ratAon to act as a limited agent under sec-
tion 8038C(d)(1) of such Code (as so added)
if the time for authorizing such action is
after the date of the enactment of this Act,
and

(4) any summons issued after such date of
enactment,
without regard to when the taxable year (to
which the information, records, authoriza-
tion, or summons relates) began.
SEC. 1331$. STUDY OF SECTION 482.

(a) GE1w. Rut.—The Secretary of the
Treasury or his delegate shall conduct a
study of the application and administration
of 8ection 482 of the Internal Revenue Code
of 1986. Such study shall include exanhina.
tion of—

(1) the effectiveness of the amendments
made by this part in increasing levels of
compliance with such sectIon 482,

(2) use of advanced determination agree-
ments with respect to issues under such sec-
tion 482.

(3) possible legislative or administrative
changes to sslst the Internal Revenue
Service in increasing compliance with such
section 482, and

(4) coordination of the administration of
such section 482 with similar provisions of
foreign tax laws and with domestic nontax
laws.

(b) REPoRT—Not later than March 1,
1992, the Secretary of the Treasury or his
delegate shall submit to the Committee on
Ways and Means of the House of Represent-
atives and the Committee on Finance of the
Senate a report on the study conducted
under subsection (a), together with such
recommendations as he may deem advisable.

PART Ill—EMPLOYER REVERSIONS
SUBPART A—Tm OF Rvsxo,s or

QuAuFxzi PLAN AssETs TO EMPLOYR$
SEC. 13321. INCREASE IN REVERSION TAX.

Section 4980(a) (relating to tax on rever-
sion of qualified plan assets to employer) is
amended by 8triktng '15 percent" and in-
serting '20 percentS'.
SEC. 13322. ADDITIONAL TAX IF NO REPLACEMENT

PLAN.
(a) Is GENERAL—SectiOn 4960 is amended

by adding at the end thereof the following
new suection

"(d) INcizsz IN TAX FOR PAn.URZ TO ES-
TABLISH RIAc7zxT Piii OR IscRzsz BEN-
EflTS.-

"(1) IN oIBAL—Subsection (a) shall be
applied by substituting 50 percent' for '20
percent' with respect to any employer rever-
sion from a qualified plan unless—

"(A) the employer establlshez or main-
tain8 a qualified replacement plan, or

"(B) the plan provide8 benefit Increases
meeting the requirements of paragraph (3).

"(2) QUALIFIED REPLACZMZNT PLkN.—For
purposes of this subsection, the term quali-
fied replacement plan' means & qualified
plan establtshed or maintained by the em-
ployer in connection with a qualified plan
termination (hereinafter referred to a the
'replacement plan) with respect to which
the following requirements are meL

"(A) PARTICIPATION azQuImcgNT.—Sub-
stanUally all of the ftCtive participants in
the terminated plan who remain ft8 employ-
ees of the employer after the termination
are ictive participants in the replacement
plan.

"(B) ASUT WJIS7ZR IZQUIRZMZNT.—
"(1)30 PCENT cusHIow.—A direct transfer

from the termtnAted p%an to the replace-
ment plan is made before ny employer re-
verkon. and the transfer is in an amount
equal to the excess (U any) of—

"(I) 30 percent of the maximum amount
which the employer could receive as an em-
ployer reversion without regard to this sub-
section, over

"(II) the amount determined under clause
(ii).

'(ii) REDuCTION FOR INCREASE IN BENE-
rrrs.—The amount determined under this
clause is an aniount equal to the present
value of the aggregate increases in the non-
forfeitable accrued benefits under the ter.
minated plan of any participants (including
nonactive participants) pursuant to a plan
amendment which—

'(I) is adopted during the 60-day period
ending on the date of termination of the
qualified plan, and

'(II) takes effect Immediately on the ter-
mination date.

"(iii) TREATMENT OF AMOUNT TRAN5-
FR.TffD—In the case of the transfer of any
amount under clause (I)—

"(I) such amount shall not be includible in
the gross income of the employer,

"(II) no deduction shall be allowable with
respect to such transfer, and

"(III) such transfer shall not be treated as
an employer reversion for purposes of this
section.

"(C) ALLOCATION RQUIREMgWrS.—
'(i) IN CENERAL.—In the case of any de-

fined contribution plEn, the portion of the
amount transferred to the replacement plan
under subparagraph (B)(i) is—

"(I) allocated under the plan to the ac
counts of participants in the plan year in
which the transfer occurs, or

'(II) credited to a suspense account and
allocated from such aount to aounts of
participants no less rapidly than ratably
over the 7-plan-year period beginning with
the year of the transfer.

"(U) COORDrNATION WTTH sECtION 415 LII-
TArIoN.—If, by reason of any limitation
under 3ection 415, any amount credited to a
suspense account under clause (iXII) may
not be allocated to a participant before the
close of the 1-year period under such
clause—

"(I) such imount shall be allocated to the
accounts of other particlpant8. and

'(II) if any portion of such &niount may
not be allocated to other participants by
reason of any such limitation, shall be allo
cated to the participant as provided in 8ec-
tion 415.

"(UI) TREATMTWr or DcoMz.—Any Income
on any amount credited to a suzpense ac-
count under clause (iXII) shall be allocated
to accounts of participants no less rftpidly
than ratably over the remainder of the
period determined under such clause (after
application of clause (U)).

(iv) UNALLocAT AMOUNTS AT m1NA-
nON—If any amount credited to a suspense
acxount under clause (iXII) is not allocated
as of the termination date of the plan—

'(I) 8uch amount shall be allocated to the
accounts of participants as of such date.
except that any amount which may not be
allocated by reason of any limitation under
section 415 8hall be allocated to the ac-
counts of other parUcipants, and

"(U) Il any portion of such amount may
not be allocated to other participants under
subcl&use (I) by rea.wn of such limitation.
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such portion shall be treated is an employer
reversion to which this section applies.

"(3) PRO RATA BENETIT INCREAsES.—
"(A) IN cglqgRAL—The requirements of

this paragraph are met if a plan amendment
to the terminMed plan is adopted in connec-
Uon with the termination of the plan which
provides pro rata increases In the nonfor-
feltable accrued benefits of all participants
(including nonctive participants) which

°(i) have an aggregate present value not
less than 25 percent of the maximum
amount which the employer could receive as
an employer reversion without regard to
this subsecUon, and

'(ii) take effect fmznedlately on the termi-
nation date.

"(B) PRo RATA INCREAsE—For purposes of
subparagraph (A), a pro rata increase is an
increase in the present value of the nonfor
feitable accrued benefit of each participant
(including nonactive participants) in an
amount which bears the same ratio to the
aggregate amount determined under sub-
paragraph (A)(i) as-S-

"(i) the present value of such participant's
nonforfeitable accrued benefit (determined
without regard to this subsection), bears to

"(ii) the aggregate present value of non-
forfeitable accrued benefits of the terminat-
ed plan (as so determined).
Notwithstanding the preceding sentence,
the aggregate increases in the nonforfeit-
able accrued benefits of nonactive partici-
pants shall not exceed 40 percent of the ag-
gregate amount determined under subpara-
graph (AXi) by sub6titutlng 'equal to' for
not less than'.

"(4) COORDINATION WITH OTHER PROvI
5ION5.-

"(A) LIMrrArIons.—A benefit may not be
increased under paragraph (2XBXii) or
(3XA), and an amount may not be allocated
to a participant under paragraph (2)(C), Il
such increase or allocation would result n a
failure to meet any requirement under sec-
tion 401(aX4) or 415. -

"(B) ThATMENT A5 EMPLOY CONTRIBU-
TI0N5.—Afly Lncrease in benefits under para-
graph (2XBXii) or (3XA). or any allocation
of any amount (or Income allocable thereto)
to any account under paragraph (2)(C),
shall be treated as an annual benefit or
annual addition for purposes of sectIon 415.

"(C) 10-YEAR PARTICIPATION TtZQUIRE-

Mzwr.—Except M provided by the Secretary.
section 415(b)(5XD) shall not apply to any
increase in benefits by reason of thtS subsec-
tion to the extent that the application of
this subparagraph does not discriminate in
favor of highly compensated employees (as
defined in section 414(q)).

"(5) DKTINITION5 irI) sPECIAL RuI.Es—For
purposes of this subsection—

'(A) NONACTIVt PARTICIPANT—The term
'nonactive participant' means an individual
who—

'(i) is a participant in pay status as of the
termination date,

'(ii) is a beneficiary who has a nonforfeit-
able right to an accrued benefit under the
terminated plan as of the termination date,
or

'(iii) is a participant not described in
clause (i) or (ii)—

"U) who has a nonforfeitable right to an
arued benefit under the terminated plan
as of the termination date, and

"(II) who6e service, which was creditable
under the terminated plan, terminated
durthg the period beginning 3 years before
the termination date and ending with the
date on which the final distribution of
assets occurs.

"(B) Pi8EwT VALtIE.—PreSent value shall
be determined as of the termination date
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and on the same basis as liabilities of the
plan are determined on termination.

"(C) REus.ocAnoN or ncaaasE.—Except
as provided in paragraph 2XC), If any bene-
fit increase is reduced by reason of the last
sentence of paragraph (3XAx11) or para-
graph (4), the amount of such reduction
shall be allocated to the remaining partici-
pants on the same basis as other increases
(and shall be treated as meeting any alloca-
tion requirement of this subsection).

"(D) AGGREGATION or PLANS.—The Secre-
tary may provide that 2 or more plans may
be treated as I plan for purposes of deter-
mining whether there is a qualified replace-
ment plan under Paragraph (2).

'(6) SUBSECTION NOT TO APPLY TO ERTPLOYER
xii IA1cKRUp'rCy.—This subsection shall not
apply to an employer who, as of the termi-
nation date of the qualified plan, is in bank-
ruptcy liquidation under chapter 7 of title
11 of the United States Code or in similar
proceedings under State law."

(b) Ap ENrnmrrs TO EMPLOYEE RETIREMENT
INCOME SECURrrY ACT.—

(I) FIDUCIARY RESPQN5IBfl,JTy..Section
404 of the Employee Retirement Income Se-
curity Act of 1974 (29 U.S.C. 1104) is amend-
ed by adding at the end thereof the follow-
ing new subsection:

'(d)(I) If, in connection with the termina-
tion of a single-employer plan, an employer
elects to establish or maintain a qualified
replacement plan, or to Increase benefits, as
provided under section 4980(d) of the Inter-
nal Revenue Code of 1988. a fiduciary shall
discharge the fiduciary's duties under this
title and title IV in accordance with the fol-
lowing requirements:

"(A) In the case of a fiduciary of the ter
minated plan, any requirement—.

"(i) under section 4980(d)(2xB) of such
Code with respect to the transfer of assets
from the terminated plan to a qualified re-
placement plan, and

"(II) under section 4980(d)(2)(B)(jj) or
4980(dX3) of such Code with respect to any
increase in benefits under the terminated
plan.

'(B) In the case of a fiduciary of a quali-
fied replacement plan, any requirement—

"(i) under section 4980(d)(2XA) of such
Code with respect to participation in the
qualified replacement plan of active partici-
pants in the terulinated plan,

"(II) under section 4980(dX2)(B) of such
Code with respect to the receipt of assets
from the terminated plan, and

"(iii) under section 4980(dX2XC) of such
Code with respect to the, allocation of assets
to participants of the qualified replacement
plan.

"(2) For purposes of this subsection—
"(A) any term used in this subsection

which is also used in section 4980(d) of the
Internal Revenue Code of 1988 shall have
the same meaning as when used in such sec-tion, and

"(5) any reference in this subsection to
the Intei-nal Revenue Code of 1988 shall be
a reference to such Code as in effect on Jan-
uary 1, 1991."

(2) CONFORMING AMENDMENTS.—.
(A) Section 404(a)(1XD) of such Act (29

U.S.C. 1104(aXIXD)) is amended by striking
"or title IV" and inserting "and title IV",

(B) Section 4044d)(1) of such Act (29
U.S.C. 1344(d)(1)) is amended by inserting ",
section 404(d) of this Act, and section
4980(d) of the Intei-nal Revenue Code of
1986 (as in effect on January 1, 1991)" after
'paragraph (3)".

SEC. 13323 EFFECTIVE DATE.
(a) Iii GixIii,.—Except as provided in

subsection (b), the amendments made by
this subpart shsU apply to reversions occur-
ring after September 30, 1990.

(b) EXCKPTION.—The amendments made
by this subpart shall not apply to any rever-
sion after September 30, 1990, if—

(I) in the case of plans subject to title IV
of the Employee Retirement Income Securi-
ty Act of 1974, a notice of intent to termi-
nate under such title was provided to par-
ticipants (or if no participants, to the Pen-
sion Benefit Guaranty Corporation) before
October 1, 1990, Or

(2) in the case of plans subject to title I
(and not to title IV) of such Act, a notice of
intent to reduce future accruals under sec-
tion 204(h) of such Act was provided to par-
ticipants in connection with the termination
before October 1, 1990.

Subpart B—Transfers to Retiree Health
Accounts

SEC. 13325. TRANSFER OF EXCESS PENSION ASSETS
TO RETIREE HEALTH ACCOUNTS.

(a) IN GEN sL.—Part I of subchapter D of
chapter 1 (relatIng to pension, profit-shar-
ing, and stock bonus plans) is amended by
adding at the end thereof the following new
subpart:

"Subpart E—Treatment of Transfers to
Retiree Health Accounts

"Sec. 420. Transfers of excess pension assets
to retIree health accounts.

"SEC 420. TRANSFERS OF EXCESS PENSION ASSETS
TO RETIREE HEALTH ACCOUNTS.

"(a) GENERAL RuLE,—If there is a qualified
transfer of any excess pension assets of a
defined benefit plan (other than a multiem-
ployer plan) to a health benefits account
which is part of such plan—

"(1) a trust which is part of such plan
shall not be treated as falling to meet the
requirements of subsection (a) or (h) of sec-
tion 401 solely by reason of such transfer
(or any other action authorized under this
section),

"(2) no amount shall be includible in the
gross income of the employer maintaining
the plan solely by reason of such transfer,

"(3) such transfer shall not be treated—
"(A) as an employer reversion for pur-

poses of section 4980, or
"(B) as a prohibited transaction for pur-

poses of section 4975, and
'(4) the limitations of subsection (d) shall

apply to such employer.
'b) QUAUrIED TRANsml—For purposes

of this section—
"(1) Iii OENERAI—fle term 'qualified

transfer' means a transfer—
"(A) of excess pension assets of a defined

benefit plan to a health benefits account
which is part of such plan in a taxable year
beginning after December 31, 1990,

"(B) which does not contravene any other
provision of law, and

"(C) with respect to which the plan
meets—

"(i) the use requirements of subsection
(c)(1),

"(II) the vesting requirements of subsec-
tion (c)(2), and

"(lii) the minimum benefit requirements
of subsection (cX3).

"(2) ONLY 1 TRANSFER PER TEAL—
"(A) Iii csiimsz..—No more than 1 transfer

with respect to any plan during a taxable
year may be treated as a qualified transfer

• for purposes of this section.
"(B) ExCEPTION.—A transfer described in

paragraph (4) shall not be taken into ac-
count for purposes of subparagraph (A).

"(3) LIMITATION ON AMOUNT TRANSFERRED.—
The amount of excess pension assets which
may be transferred in a qualified transfer
shall not exceed the amount which is rea-
sonably estimated to be the amount the em-
ployer maintaining the plan will pay
(whether directly or through reimburse-
ment) out of such account during the tax-
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able year of the transfer for qualified cur-
rent retiree health liabilities.

"(4) Spsci RULE FOR 1990.—
"(A) Iii GENZRAL.—SubJeCt to the provi-

sions of subsection (c), a transfer shall be
treated as a qualified transfer if such trans-
fer—

"(i) is made after the close of the taxable
year preceding the employer's first taxable
year beginning after December 31, 1990, and
before the earlier of—

"(I) the due date (including extensions)
for the filing of the- return of tax for such
preceding taxable year, or

"(II) the date such return is filed, and
"(ii) does not exceed the expenditures of

the employer for qualified current retiree
health liabilities for such preceding taxable
year.

"(B) REDUCTION IN DEDrc'rIoxq.—The
amount of the deductions otherwise allow-
able under this chapter to an employer for
the taxable year preceding the employer's
first taxable year beginning after December
31, 1990, shall be reduced by the amount of
any qualified transfer to which this para-
graph applies.

"(C) C00IUINATI0N WITI! REDUCTION
RULE.—.Subsection (e)(I)(B) shall not apply
to a transfer described in subparagraph (A).

"(5) EXPIRATION.—NO transfer in any tax-
able year beginning after December 31,
1995, shall be treated as a qualified transfer.

'(c) REQUIREMENTS OF PLANS TRANsFER-
RING AssETs.—

"(1) USE OF TRANSFERRED ASSETS.—
"(A) IN GENNRAL.—Any assets transferred

to a health benefits account in a qualified
transfer (and any income allocable thereto)
shall be used only to pay qualified current
retiree health liabilities (other than liabil-
ities of key employees not taken into ac-
count under subsection (e)(1)(D)) for the
taxable year of the transfer (whether di-
rectly or through reimbursement).

"(B) AMOUNTs NOT USED TO PAY FOR MEALTH
BENEFITS.—

"(i) IN GENERAL.—Any assets transferred to
a health benefits account in a qualified
transfer (and any income allocable thereto)
which are not used as provided in subpara-
graph (A) shall be transferred out of the ac-
count to the transferor plan.

"(ii) TAX TREATMENT OP AMOUNTS.—Afly
amount transferred out of an account under
clause (i)—

"(I) shall not be includlble in the gross
Income pf the employer for such taxable
year, but

"(II) shall be treated as an employer re-
version for purposes of section 4980 (with-
out regard to subsection (d) thereof).

"(C) ORDERING RULE.—FOr purposes of this
section, any amount paid out of a health
benefits account shall be treated as paid
first out of the assets and income described
in subparagraph (A).

"(2) REQUIREMENTS RELATING TO PENSION
BENEFITS ACCRUING BEFORE TRANSFER.—

"(A) Iii GVIERAZ,,—The requirements of
this paragraph are met if the plan provides
that the accrued pension benefits of any
participant or beneficiary under the plan
become nonforfeitable in the same manner
which would be required if the plan had ter-
minated Immediately before the qualified
transfer (or in the case of a participant who
separated durIng the 1-year period ending
on the date of the transfer, Immediately
before such separation).

"(B) SPEciAi. RULE FOR 1990.—In the case
of a qualified transfer described in subsec-
tion (b)(4), the requirements of this para-
graph are met with respect to any partici-
pant who separated from service during the
taxable year to which such transfer relates
by recomputing such participant's benefits
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as if subparagraph (A) had aplied linmedi- a deduction to the employer for such tax.

ately before such separation. able year with respect to applicable health

"(3) MINIMUM COST REQUIREMENTS.— benefits provided during such taxable year

"(A) IN ci..—The requirements of jf—.

this paragraph are met if each group health "(i) Buch benefits were provided directly

plan or arrangement under which applica by the employer, and
ble health benefits are provided provides "(U) the employer used the cash receipts
that the applicable employer cost for each and' disbursements method of accounting.
taxable year during the benefit mainte-
nance period shall not be less than the For purposes of the preceding sentence, the

higher of the applicable employer costs for
rule of section 419(c)(3)(B) Bhall apply.

each of the 2 taxable years immediately pre-
"(B) REDUCTIONS POE AMOUNTS PBZVIOUSLY

ceding the taxable year of the qualified sET ASIDE.—The amount determined under

transfer.
subparagraph (A) shall be reduced by any

"(B) APPUcABLZ E?LPLOT!B cosr.—For pur-
amount previously contributed to a health

poses of this paragraph, the term 'applic& benefits account or welfare benefit fund (as

ble employer cost' means, with respect to defined In eection 419(e)(1)) to pay for the

any taxable year. the amount determined qualified current retiree health liabilities.

by dividing—
The portion of any reserves remaining as of

"(i) the qualified current retiree health Ii- the clo8e of December 31, 1990, shall be allo•

abilities of the employer for such taxable cated on a pro rata basis to qualified current

year determined— retiree health liabilities.
"(I) without regard to any reduction "(C) APPLIcABLE HZALTH BENEFrrS.—The

under subsection (eX 1)(B), and term 'applicable health benefits' mean

'(II) in the case of a taxable year in which health benefits, or coverage which are pro-
there was no qualified transfer, in the same vided to-'-,
manner as if there had been such a transfer "(i) retired employee8 who, Immediately

at the end of the taxable year. by before the qualified transfer, are entitled to
"(II) the number of individuals to whom receive such benefits upon retirement and

coverage for applicable health benefits was who are entitled to pension benefits under
provided during such taxable year,. the plan, and

•

'(C) ELECTION TO COMPUTE COST SEPARATE "(ii) their spouses and dependents.
LY.—An employer may elect to have this "(D) KEY px.oms iu.—If an em-
paragraph applied separately with respect ployee is a key employee (within the mean-
to individuals eligible for benefits under
title XVIII of the Social Security Act at any

1ñ of eection 416(iXl)) with respect to any

time during the taxable year and with re-
plan year ending in a taxable year, such em-

spect to individuals not so eligible.
pioyee shall not be taken into account in

"(D) Bn,IT MAINTE1ANCE PKRI0D.—FOr
computing qualified current retiree health

purposes of this paragraph, the term 'bene-
liabilities for such taxable year or in calcu-

fit maintenance period' means the 5 taxable lating applicable employer cost under sub-

year period beginning with the taxable year eection (c)(3)(B).

in which the qualified transfer occurs. U a "(2) Excess PZNSION &sszis.—The term

taxable year is in .2 or more overlapping 'excess pension assets' means the excess (if

benefit maintenance periods, this paragraph any) of—
shall be applied by taking into account the "(A) the amount determined under section

hlghe8t applicable employer cost required to 412(c)(7)(A)(ii), over
be provided under subparagraph (A) for "(B) the greater of—
such taxable year. "(i) the amount determined under section

"(d) LIMrrATION5 ON E,PioTEa.—For pur- 412(cX7XA)U), or
poses of this title— "(U) 125 percent of current liability (as de-

"(1) DEDUcTION LIMIIATIONS.—NO deduc- fined in section 412(cX7)(B)).
The determination under this paragraphtion 8hall be allowed—

"(A) for the transfer of any amount to a
health benefits account in a qualified

shall be made as of the most recent valu

icr (or any retransfer to the plan under sub-
ation date of the plan preceding the quall•

section (c)(1)(B)),
fied transfer.

"(B) for qualified current retiree health li-
HALTB BzNfl8 Accoulrr.—The term

abilities paid out of the as8ets (and income)
"health benefits account" means an account

described in subsection (cXl), or
established and maintained under eection

"(C) for any amounts to which subpara- 401(h).

graph (B) does not apply and which are paid COORDIIIATIO!' WITH 8CflO1' 42.—Ifl

for qualified current retiree health liabil- the case of a qualified transfer to a health

sties for the taxable year to the extent such benefits account—
amounts are not greater than the excess (if

"(A) any asaets transferred in a plan year

any) of—
after the valuation date for such year (and

'(i) the amount determined under sub- any income allocable thereto) shall, for pur-

paragraph (A) (and income allocable there- poses of section 412(cX7), be treated R8

to), over
assets in the plan as of the valuation date

"(U) the amount determined under 8ub- for the followIng year, and

paragraph (B). '(B) the plan shall be treated as having a

"(2) No comrBt1TIO1IS £u.owzD.—An em- net experience loss under section

ployer may not contribute after December
412(bX2)(BXiV) for the first plan year after

81, 1990, any amount to a health benefits the plan year in which such traI'Efer occurs
account or welfare benefit fund as defined in n amount equal to the aniount of such

in section 419(e)(1)) with rEspect to quail• transfer (reduced by any amounts trans-
tied current retiree health liabilities for ferred back to the pension plan under Bub-

which transferred assets are required to be section (cX1(B)). except that iuch secUon

used under subsection (cXl). shall be applied to such aniount by substi-

"(c) DP1NiTIOI AsD SpcuL Rm.rs.—For tutlng '10 plan years' for '5 plan years."

purposes of this eection— (b) CONFORMING A!DiIzNT.—8ection
'(1) QUAi.XYIED cvRRzlrr RZTUXZ HtAITB U- 401(h) th amended by inserting", nd sub-

ABnmEs.—For purposes of this section— ject to the provisions of section 420" after

'(A) IN GvZRAL.—The term 'qualified cur• "8ecretary".
rent retiree health liabilities' means, with (c) EmcTtvZ DATt.—The amendments

respect to any taxable year, the aggregate made by this section shall apply to transfers

amounts (including administrative cx- in taxable years beginning after December

penaes) which would have been allowable as 31, 1990;

1110279
C. 932L APPLICATION OF ERISA TO TR4NSFER

OF EXCESS PENSION ASSETS TO RE-
TIREE HEALTH ACCOUNTS.

(a) EXCLUSIVE BENEFIT REQUIREMEN'L—

Section 403(e)(1) of the Employee Retire-
ment Income Security Act of 1974 (29 U.S.C.
1103(cXl)) is amended by inserting ', or
under section 420 of the Internal Revenue
Code of 1986 (as in effect on January 1,
1991)" after 'insured plans)".

(b) FIDUcIARY DIrrIES.—Section 404(a)(1)
of such Act (29 U.S.C. 1104(aXl)) is amend-
ed by Inserting "and subject to section 420
of the Internal Revenue Code of 1986 (as in
effect on January 1, 1991)," after "4044,".

(c) EXEMPTIONS FROM PROHIBITED TRA'5-
ACTI0N5.—Section 408(b) of such Act (29
U.S.C. 1108(b)) is amended by adding at the
end thereof the following new paragraph:

'(13) Any transfer in a taxable year begin-
ning before January 1, 1996. of excess pen-
sion assets from a defined benefit plan to a
retiree health account in a qualified trans
fer permitted under section 420 of the Inter-
nal Revenue Code of 1986 (as in effect on
JanuarY 1. 1991)."

(d) FUNDING LIMI'rATIoNS.-Section 302 of
such Act (29 U.S.C. 1082) is amended by re-
designating subsection (g) as subsection (h)
and by adding at the end thereof the follow-
Ing new subsection:

"(g) QUALIFIED TR.MIS?ERS TO HEALTH BEN-

vrr Accowrrs.—For purposes of this sec-
tion. in the cue of a qualified transfer (as
defined in eection 420 of the Internal Reve-

nue Code of 1986)—
"(1.) any assets transferreI in a plan year

after the valuation date for such year (and
any income allocable thereto) shall, for pur-
poses of subsection (c)(7). be treated as
assets in the plan as of the valuation date
for the followIng year, and

"(2) the plan shall be treated as having a
net experience loss under subsection
(bx2)(B)(iv) for the first plan year after the
plan year in which such transfer occurs in
an amount equal to the amount of such
transfer (reduced by any amounts trans-
f erred back to the plan under section
420(c)( 1XB) of such Code), except that such
Subsection shall be applied to such amount
by ub8titutlng '10 plan years' for '5 plan
yearS."

(e) NOTICE RzQUtRMEN't5.—
(1) IN oNzRAL.—Section 101 of such Act

(29 U.S.C. 1021) is amended by redesignat-
Ing subsection (e) as subsection (f) and by
Inserting after subsection (d) the following
new Bubsection

"(e) NOTICI or TRANsFER or ExcEsS PEN-
SI Oil ASSEDS TO HZALTU BZNEFiT5 AC-

COUNTS.-
"(1) Norici TO PAJITIcIPANTS.—NOt later

than60 days before the date of a qualified
tr*nsfer by an employee pension benefit
plan of excess pension assets to a health
benefits account, the administrator of the
plan shall notify (in such manner as the
Secretary may prescribe) each participant
and beneficiary under the plan of such
transfer. Such notice shall include thforma-
Lion with respect to ,the amount of excess
pension assets, the portion to be trans-
ferred, the amount of health benefits liabil-
ities to be funded with the assets trans-
ferred, and the amount of pension benefits
of the participant which will be vested iin
mediately after the transfer.

"(2) NOTICE TO SECRETARIES, ADMINISTRA

TOB., MID LOYE ORGANIZATIONS.
"(A) Iii GENERAL—Not later than 60 days

bef ore the date of any qualified transfer by
n employee pension benefit plan of excess
pension assets to a health benefits account,
the employer maintaining the plan from
which the transfer is made shall provide the
Secretary, the 8ecretary of the Treasury,
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the administrator, and each employee orga-
nization representing participants in the
plan a written notice of such transfer. A
copy of any such notice shall be available
for inspection In the principal office of the
administrator.

"(B) INro1u(TIow RELATING To TRANSFER.—
8uch notice shall Identify the plan from
which the transfer Is made, the amount of
the transfer, a detailed accounting of assets
projected to be held by the plan Immediate-
ly before and Immediately after the trans-
fer, and the current ilabilitles under the
plan at the time of the transfer.

"(C) AUThoRITY FOR ADDITIONAL REPORTING
RKQUTRZSSKMS.—The Secretary may pre-
scribe such additional reporting require-
ments as may be necessary to carry out the
purposes of this section.

"(3) Dsrnirrioiqs.—'. purposes of para-
graph (1), any term used In such paragraph
which Is also used In section 420 of the In-
ternal Revenue Code of 1988 (as In effect on
January 1. 1991) shall have the same mean-
ing as when used In such section."

(2) PENALTIES.—
(A) Section 502(c)(1) of such Act (29

US.C. 1132(cXl)) is amended by Inserting
'or section 101(e)(1)" after "section 608".

(B) Section 502(cX3) of such Act (29
U.S.C. 1132(c)(3)) is amended—

(I) by inserting "or who falls to meet the
requirements of section 101(e)(2) with re-
spect to any person" after "beneficiary" the
first place it appears, and

(II) by Inserting "or to such person" after
"beneficiary" the second place it appears.

(f) Errac'rzvs DATR.—The amendments
made by this section shall apply to qualified
transfers under section 420 of the Internal
Revenue Code of 1988 made after the date
of the enactment of this Act.

PART IV—CORpOl PROVISIONS
SEC. 13331. RECOGNITION OP GAIN BY DISTRIBUT-

ING CORPORATION IN CERTAiN SEC.
'!'ION 355 TRANSACTIONS.

(a) Omipiw. Ruts.—.Sectlon 355 (relating
to distribution of stock and securities of a
controlled corporation) is amended by strik-
ing subsection (c) and Inserting the follow-
ing new subsections:

"(c) Ts.xABIUI-y or CoapORAriow ow DIs-
TRIBt1TION.—

"(1) 1w GENERAL—ExCept as provided In
paragraph (2), no gain or loss shall be recog-
nized to a corporation on any distribution to
which this section (or so much of section
358 as relates to this section) appiles and
which is not in pursuance of a plan of reor-ganization.

"(2) DIsTaIsrrrIoN or A XCIATED PRoPER-

"(A) 1w GENERAL—If——
"(1' in a distribution referred to In para-

graph (1), the corporation distributes prop-
erty Other than qualified property, and

"(II) the fair market value of such proper-
ty exceeds Its adjusted basis (In the hands
of the distributing corporation),
then gain shall be recognized to the distrib-
uting.corporatlon as if such property were
sold to the distributee at Its fair market
value.

'(B) Qywrrm PR0PERTY.—For purposes
of subparagraph (A), the term 'qualified
property' means any stock or securities In
the controlled corporation.

"(C) Tanmrx or UAEILITIES.—If any
property distributed In the distribution re-
ferred to In Paragraph (1) is subject to a II-
ability or the shareholder assumes a ilabil-
Ity of the distributing corporation In con-
nection with the distribution, then, for pur-
poses of subparagraph (A), the fair market
value of such property shall be treated as
not less than the amount of such liability.

"(3) COORDINATION WITh ssc'rlows 311 AND
•338(a).—Sectionj 311 and 336(a) shall not
apply to any distribution referred to In
paragraph (1).

"(d) RECOGNITION or OAIN ON CERTAIN
DISTRIBUTIONS OP STOCK OR Szcuamss IN
CoNTRoum CoRPORATION.—

0(j) Ia GENERAL—In the case of a disquali-
fied distribution, any stock or securities in
the controlled corporation shall not be
treated as qualified property for purposes of
subsection (c)(2) of this section or section
861(cX2).

"(2) DIsQUAliFIED DISTRIBUTI0N.—For pur-
poses of this subsection, the term 'disquall-
f led distribution' means any distribution to
which this section (or so much of section
358 as relates to this section) applies if, Im-
mediately after the distribution—

"(A) any person holds disqualified stock in
the distributing corporation which consti-
tutes a 50-percent or greater Interest In such
corporation, or

"(B) any person holds disqualified stock In
the controlled corporation (or, if stock of
more than 1 controlled corporation is dis-
tributed, In any controlled corporation)
which constitutes a 50-percent or greater In-
terest In such corporation.

"(3) Dxsqn.arnm, sTocK.—For purposes of
this subsection, the term 'disqualified stock'
means—

"(A) any stock In the distributing corpora-
tion acquired by purchase after October 9,
1990, and during the 5-year period ending
on the date of the distribution, and

"(B) any stock In any controlled corpora-
tion—

"(I) acquired by purchase after October 9,
1990, and during the 5-year period ending
on the date of the distribution, or

"(ii) received In the distribution to the
extent attributable to distributions on stock
described in subparagraph (A).

"(4) S0-pacza'r OR GREATER INTEREST.—For
purposes of this subsection, the term '50-
percent or greater Interest' means stock pos-
sessing at least 50 percent of the total com-
bined voting power of all classes of stock en-
titled to vote or at least 50 percent of the
total value of shares of all classes of stock.

"(5) AGGREGATION RULES.—
"(A) Ia aENmaz.—For purposes of this

subsection, a person and all persons related
to such person (within the meaning of
267(b) or 707(b)<1)) shall be treated as one
person. For purpose. of the preceding sen-
tence, sections 267(b) and 707(bXl) shall be
applied by substituting '10 percent' for '50
percent' each place it appears.

"(B) PERSONS ACTING PURSUANT TO PlANS OR
ARRANGEMENTS.—1f two or more persons act
pursuant to a plan or arrangement with re-
spect to acquisitions of stock in the distrib-
uting corporation or controlled corporation,
such persons shall be treated as one person
for purposes of this subsection.

"(8) PuBcnAsL—For purposes of this sub-
section—

"(A) Ia GENERAL—Except as otherwise pro-
vided In this paragraph, the term 'purchase'
means any acquisition but only If—

"(I) the basis of the property acquired In
the hands of the acquirer is not determined
(I) In whole or In part by reference to the
adjusted basis of such property In the bands
of the person from whom acquired, or (II)
under section 10 14(s),

"(II) except as provided In regulations, the
property is not acquired In an exchange to
which section 351. 3.54, 355, or 358 applies,
and

"(iii) the property is not acquires In any
other transaction described In regulations.

"(B) CERTAIN $51 EXCHANGES TREATED AS
PVRCHASES.—The term 'purchase' includes
any acquisition of stock In an exchange to

October 16, 19.90

Which sectIon 351 applies to the extent such
stock is acquired In exchange for—

"(I) any cash or cash item,
"(ii) any marketable security, or
"(lii) any debt of the transferor.
"(C) CARRYOVER BASIS TRANSACTIONS—If—
"(I) any person acquires stock from an-

other person who acquired such stock by
• purchase (as determined under this para-
graph with regard to this subparagraph),
and

"(ii) the adjusted basis of such stock in
the hands of such acquirer is determined in
whole or in part by reference to the adjust-
ed basis of such stock in the hands of such
other person,
such acquirer shall be treated as having ac-
Quired such stock by purchase on the date it
was so acquired by such other person.

"(7) SPECIAL RULE WHERE SUBSTANTIAL DIM-
INUTION OP RIsK.—

"(A) IN GENERAL—If this paragraph ap-
plies to any stock for any period, the run-
ning of the 5-year period set forth in sub-
paragraph (A) or (B)(i) of paragraph (3)
(whichever applies) shall be suspended
during such period.

"(B) Srocx TO WHICH SUSPENSION Al'-
PuEs.—This paragraph applies to any stock
for any period during which the holder's
risk of loss with respect to such stock is (di-
rectly Or Indirectly) substantially dimin-
ished by—

"(I) an option,
"(ii) a short sale,
"(Ill) any special class of stock,
"(iv) any device limiting risk from any

portion of the activities of the corporation,
or

"(v) any other device or transaction.
"(8) ATTRIBUTION FROM ENTITLES.—
"(A) Ia cxwssal,.—Paragraph (2) of section

318(a) shall apply in determining whether a
person holds stock in any corporation (de-
termined by substituting '10 percent' for '50
percent' in subparagraph (C) of such para-
graph (2)).

"(B) Dszrczn PURChASE avin—If—
"(I) any person acquires by purchase an

Interest In any entity, and
"(II) Such person Is treated under subpara-

graph (A) as holding any stock by reason of
holding such interest,
such stock shall be treated as acquired by
purchase by such person on the date of the
purchase of the interest in such entity.

"(9) RsculAnoNs.—The Secretary shall
prescribe such regulations as may be neces-
sary to carry out the purposes of this sub-
section, Including regulations to prevent the
avoidance of the purposes of this subsection
through the use of related persons, pass-
thru entities, options, or other arrange-
ments."

(b) TECHNICAL AMENDMEN'rs.—Subsection
(c) of section 361 is amended by adding at
the end thereof the following new para-
graph:

"(5) Caoss Rss'ERZNcE.—
"For prevision providing for recognition of

gain in certain distribution., sectIon 355(d)".
(c) EFFECTIVE DArz—
(1) Ia GENUAL.—The amendments made

by this section shall apply to distributions
after October 9, 1990.

(2) Tasasmoiiai. auias.—For purposes of
subparagraph, (A) and (BXi) of section
355d)3) of the Internal Revenue Code of
1986 (as amended by subsection (a)), an ac-
quisition shall be treated as occurring on or
before October 9, 1990 If—

(A) such acquisition is pursuant to a writ-
ten binding contract in effect on October 9,
1990, and at all time, thereafter before such
acquisition,

(B) such acquisition is pursuant to a
tender or exchange offer filed with the Se-
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curities and Exchange Commission on or
before October 9, 1990, or

(C) such acquisition Is pursuant to an
offer—

(i) the material term8 of which were de-
scribed In a written public announcement on
or before October 9, 1990,

(ii) which was the subject of a prior filing
with the Securities and Exchange Commis-
sion, and

(iii) which is subsequently filed with the
8ecurlties and Exchange Commission before
January 1, 1991.
SEC. 13332. MODIFICATIONS TO REGULATIONS

ISSUED UNDER SECTION 305(c).

(a) GENERAL Rtni.—Subsection (c) of sec-
tion 305 (relating to certain transactions
treated as distributions) is amended by
adding at the end thereof the following new
sentence: "Regulations prescribed under the
preceding sentence shall provide that—

"(1) where the Issuer of stock is required
to redeem the stock at a specified time or
the holder of stock has the Option to require
the Issuer to redeem the stock, a redemption
premlun resulting from such requirement
or Option shall be treated as reasonable only
if the aznount of such premium does not
exceed the amount determined under the
principles of section 1273(a)(3),

"(2) a redemption premium shall not fall
to be treated as a distribution (Or series of
distributions) merely because the stock is
callable, and

"(3) in any case in which a redemption
premIun is treated as a distribution (Or
series of distributions), such premium shall
be taken into account under principles simi-
lar to the principles of section 1272(a)."

(b) EmcrIvE DAIt.—
(1) IN GENERAL.—Except as provided in

paragraph (2), the amendment made by sub-
section (a) shall apply to stock Issued after
October 9, 1990.

(2) ExcErrIoN.—The amendment made by
subsection (a) shall not apply to any stock
Issued after October 9, 1990, if—.

(A) such stock is Issued pursuant to a writ-
ten binding contract in effect on October 9,
1990, and at all times thereafter before such
Isuance, or

(B) such stock is Issued pursuant to a reg.
istration or offering statement filed on or
before October 9, 1990, with a Federal or
State agency regulating the offering or sale
of securities and such stock is Issued before
the date 90 days after the date of such
filing.
SEC. 13333. MODIFICATIONS TO SECTION 1060.

(a) EmcT or ALLOCATION AGiz1.fls.—
Subsection (a) of section 1060 (relating to
8pecial allocation rules for certain asset allo-
cations) is amended by adding at the end
thereof the following new sentence: "If in
connection with an applicable asset acquisi-
tion, the transferee and transferor agree in
writing as to the allocation of any consider-
ation, or as to the fair market value of any
of the assets, such agreement shall be bind-
ing on both the transferee and transferor
unless the Secretary determines that such
allocation (or fair market value) is not ap-
propriate."

(b) INpOR1.jJTION REQUIRED IN CAsE OP CER-
TAIN TR.&N5FERS 0? INTEREST IN EwrrnEs.—

(1) Ii GENERAL.—Section 1060 is amended
by redesignating subsection (e) as subsec-
tion (f) and by tnserting after subsection (d)
the following new subsection:

"(e) INFORMATION REQUIRED Il CAsE OP
CERTAIN TRAN5FKRS 07 INTERESTS IN ENTI.
TIES.-

"(1) Ii GENERAL.—If—
"(A) a person who is a 10-percent owner

with respect to any entity transfel-8 an in•
terest in such entity, and

"(B) in connection with such transfer..
such owner (or a related person) enters into
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an employment contract, covenant not to
compete, royalty or lease agreement, or
other agreement with the transferee,
such owner and the transferee shall, at such
time and in such manner as the Secretary
may prescribe, furnish such information as
the Secretary may require,

"(2) 10-PERcENT OWNEL—FOr purposes of
this subsection—

"(A) IN GENERAL.—The term '10-percent
owner' means, with respect to any entity,
any person who holds 10 percent or more
(by value) of the interests in such entity im-
mediately before the transfer.

"(B) CoNsmucTivE oWNESHIp,—SeCtion
318 shall apply in determining ownership of
stock in a corporation, Similar principles
shall apply in determining the ownership of
interests in any other entity.

"(3) Rz.rj PsoN.—For purposes of
this subsection, the term 'related person'
means any person who Is related (within the
meaning of section 267(b) or 707(b)(1)) to
the 10-percent owner."

(2) TFCHNICM AMENDMENT.—Clause (x) of
section 6724(d)(1)(B) is amended by striking
"section 1060(b)", and Inserting "subsection
(b) or (e) of section 1060".

(c) INFORMATION REQUIRED IN SECTION
338(h)(10) TRItN5ACTI0N5.—Paragraph (10)
of section 338 Is amended by adding at the
end thereof the following new subpara-
graph:

"(C) INroTIoN REQtTIRZD TO BE FUR-
NISBEI) To TH SEcRETARY.—Under regula-
tions, where an election is made under sub-
paragraph (A), the purchasing corporation
and the common parent of the selling con-
8olidated group shall, at such times and in
such manner as may be provided in regula-
tions, furnish to the Secretary the following
Information:

"(i) The amount allocated under subsec-
tion (b)(5) to goodwill or going concern
value.

"(ii) Any modification of the amount de-
scribed in clause (i).

"(ii) Any other Information as the Secre-
tary deems necessary to carry out the provi-
sions of this paragraph."

(d) EmcrIvE DATE.—
(1) IN GENERAL—Except as provided in

paragraph (2), the amendments made by
this section shall apply to acquisitions after
October 9, 1990.

(2) BINDING CONTRACT !XCEPTI0N.—The
amendments made by this section shall not
apply to any acquisition pursuant to a writ-
ten binding contract in effect on October 9.
1990, and at all times thereafter before such
acquisition.
SEC. 13334. MODIFICATION TO CORPORATION

EQUITY REDUCrION LIMITATIONS ON
NET OPERATING LOSS CARRYBACKS

(a) REP!AL 07 ExCzpnON FOR AcUIsI-
TION5 07 STmsIDIuuEs.—Clause (ii) of sec-
tion 172(m)(3)(B) (relating to exceptions) is
amended to read as follows:

"(ii) ExcEPTI0N.—The term 'major stock
acquisition' does not include a qualified
stock purchase (within the meaning of sec-
tion 338) to which an election under section
338 applies."

(b) Emcrivr DA.—
(1) 1w on!EluL.—Except as provided in

paragraph (2). the amendment made by sub-
section (a) shall apply to acquisitions after
October 9, 1990,

(2) BINDING CONTRACT !XCEPTI0N.—The
amendment made by subsection (a) shall
not apply to any acquisition pursuant to a
written binding contract in effect on Octo-
ber 9, 1990, and at all times thereafter
before such acquisition.
SEC. 13335. ISSUANCE OF DEBT OR STOCK I?4 SATIS-

FACTION OF INDEBTEDNESS.
(a) IsuMcc 07 D INsTRUMENT.—
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(1) Subsection (e) of section 108 (relating

to general rules for discharge of indebted-
ness) is amended by adding at the end
thereof the following new paragraph:

"(11) INDEBTEDNESS 5ATI5PIED BY ISSUANCE
07 DEBT INSTRUMENT.—

(A) IN oigt.—For purposes of deter-
mining income of a debtor from discharge of
indebtedness, If a debtor Issues a debt in-
strument in satisfaction of indebtedness.
such debtor shall be treated as having satis.
fied the indebtedness with an amount of
money equal to the Issue price of such debt
instrument.

(B) IssuE PRICE.—For purposes of subpara-
graph (A), the Issue price of any debt tnstru-
ment shall be determined under sections
1273 and 1274. For purposes of the preced-
ing sentence, section 1273(b)(4) shall be ap-
plied by reducing the stated redemption
price of any Instrument by the portion of
such stated redemption price which is treat.
ed aa interest for purposes of this chapter."

(2) Subsection (a) of section 1275 Is
amended by striking paragraph (4) and re-
designating paragraph (5) as paragraph (4).

(b) LIMITATION ON STOCK FOR DT EXCEP-
TION.—

(1) IN GENZRAL.—Subparagraph (B) of sec-
tion 108(e)(10) is amended to read as fol-
lows:

"(B) ExcepTIoN FOR CERTAIN sTOCK IN
TITLE 11 CA5S AND IN5OLVNT DEBTORS.—

"(i) IN GENERAL.—Subparagraph (A) shall
not apply to any transfer of stock of the
debtor (other than disqualified stock)—

"(I) by a debtor in a title 11 case, or
"(II) by any other debtor but only to the

extent such debtor is tnsolvent,
"(ii) DI5QUh.LIFIED 5TOCK.—For purposes of

clause (i), the term 'disqualified stock'
means any stock with a stated redemption
price If—

"(I) such stock has a fixed redemption
date,

"(II) the Issuer of such stock has the right
to redeem such stock at one or more times.
or

"(III) the holder of such stock has the
right to require its redemption at one or
more time."

(2) CONFORMING ADMEN'r.—Paragraph
(8) of section 108(e) is amended by adding at
the end thereof the following new sentence:
"Any stock which is disqualified stock (as
defined in paragraph (10)(B)(ii)) shall not
be treated as stock for purposes of this para-
graph."

(c) Emc'riv DATE.—
(1) IN GPNERAL.—Except as provided in

paragraph (2). the amendments made by
this section shall apply to debt tnstruments
Issued, and stock transferred, after October
9, 1990, in satisfaction of any indebtedness.

(2) ExcEIoNs.—The amendments made
by this section shall not apply to any debt
Instrument Issued, or stock transferred, in
satisfaction of any indebtedness If such Issu-
ance or transfer (as the case may be)—

(A) is in a title 11 or similar ca.se (as de.
fined in section 368(aX3)(A) of the Internal
Revenue Code of 1986) which was filed on
or before October 9, 1990.

(B) is pursuant to a written binding con-
tract in effect on October 9, 1990, and at all
time8 thereafter before such Issuance or
transfer,

(C) pursuant to a tender or exchange
offer filed with the Securities and Exchange
Commission on or before October 9, 1990, or

(D) such acquisition is pursuant to an
offer—

(i) the material terms of which were de-
scribed in a written public announcement on
or before Ortober?, 1990,
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(II) which waa the subject of a prior filing

With the Securities and Exchange Commis-
sion, and

(iii) which is subsequently filed with the
Securities and Exchange Commission before
January 1, 1991.

PART V—EMPLOYMENT TAX
PROVISIONS

8E 13341. COVERAGE OF CERTAIN STATE AND
LOCAL EMPLOYEES UNDER SOCIAL

• SECURITY.
(a) EMPLOYMENT UNDER OASDI.—Para-

gmph (7) of section 210(a) of the Social Se-
eurity Act (42 U.S.C. 410(a)(7)) is amended—

(1) by striking "or" at the end of subpara-
grnph(D);

(2) by striking the semicolon at the end of
subparagraph (E) and inerting ", or"; and

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

"(F) service in the employ of a State
(other than the District of Columbia,
Guam, or American Samoa), of any political
subdivision thereof, or of any instrumentali-
ty of any one or more of the foregoing
which is whIly owned thereby, by an indi-
vidual who is not a member of a retirement
system (as defined in section 218bX4)) of
such State, political subdivision, or instru-
mentality, except that the provisions of this
subparagraph shall not be applicable to
service perlormed—

'(i) by an individual who is employed to
relieve such individual from unemployment;

'(li) in a hospital, home, or other instltu-
tion by a patient or inmate thereof;

"(iii) by any individual as an employee
serving on a temporary basis in case of fire,
storm, snow, earthquake, flood, or other
similar emergency;

"(iv) by an election official or election
worker If the remuneration pald in a calen-
dar year for 8uch service is less than $100;
or

"(v) by an employee in a position compen-
sated solely on a fee basis which is treated
pursuant to section 211(c)(2)(E) as a trade
or business for purposes of inclusion of such
fees in net earnings from self-employment,".

(b) EMPLOYMENT UNDER FICA.—Paragraph
(7) of section 3121(b) of the Internal Reve-
nue Code of 1986 is amended—

(1) by striking "or" at the end of subpara-
graph(D);

(2) by striking the semicolon at the end of
subparagraph (E) and inserting ", or"; and

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

"(F) service in the employ of a State
(other than the District of Columbia,
Guam, or American Samoa), of any political
subdivision thereof, or of any instrunientali-
ty of any one or more of the foregoing
which is wholly owned thereby, by an indi-
vidual who is not a member of a retirement
system (as defined in section 218(b)(4) of
the Social Security Act) of such State, polit-
ical subdivision, or Instrumentality, except
that the provisions of this 8ubparagraph
shall not be applicable to service per-
formed—

"(1) by an individual who is employed to
relieve øuch individual from unemployment;

"(ii) in a hospital, home, or other Institu-
tion by a patient or thinate thereof;

"(iii) by any individual as an emp'oyee
eervlng on a temporary basis in case of fire.
storm, Bnow. earthquake, flood, or other
milar emergency;

"(iv) by an election official or election
worker If the remuneration paid In calen-
dar year for such service is 1es than $100;
or

"(v) by an employee in a po8ition cornpen-
sated solely on a fee basis which is treated
pursuant to section 1402(cX2)(E) aa a tr&de
or buslne.ss for purpoea of lnc1usion of such
fees In net earnings from sell-employment.".

CONGRESSIONAL RECORD — HOUSE
Cc) MANDATORY EXCLUSION 0? CZRTAfl EM-

PLoYS io STAT! AGRzMnITs.—8ection
218(c)(6) of the Social Security Act (42
U.S.C. 418(cX6)) is amended—

(1) by striking "and" at the end of gub-
paragraph (D);

(2) by striking the period at the end of
subparagraph (E) and inaerting in lieu
thereof ", and"; and

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

"(F) service described in section
210(aX7)(F) which is included as 'employ-
ment' under section 210(a).".

(d) EnwTIvz DATL—Tbe amendments
made by this section shall apply with re-
apect to service performed after December
31, 1990.
SEC. 13342. EXTENSION OF 8URTAX ON UNEMPLOY.

MEN? TAX.

(a) GENERAL Rm.—Subsection (a) of eec-
tion 3301 (relating to rate of unemployment
ax) is amended by atriklng paragraphs (1)
and (2) and Inserting the following:

"(1) 6.2 percent In. the case of calendar
years before 1996, or

"(2) 6.0 percent in tile case of calendar
year 1996 and each calendar thereafter,".

(b) EmcTIv DA1.—The amendments
made by øubaection (a) shall apply to calen-
dar years after 1990.
SEC. 13343. DEPOSITS OF PAYROLL TA)LES.

(a) IN Gri..—Subsection (g) of section
6302 is amended to read as follow

"(g) DEPOsITS OP Socw. SEcVRITY TAXZS
Aim Wzmagu INcoME TAxrs.—If, under
regulations prescribed by the Secretary, a
person is required to make deposits of taxe8
Imposed by chapters 21 and 24 on the basis
of eighth-month periods, such person shall
make deposits of such taxes on the 1st
banking day after any day on which such
person has $100,000 or more of such taxes
for deposit.".

(b) TEcmiIcAL A Dr.—Paragraph (2)
of section 7632(b) of the Revenue Reconcili-
ation Act of 1989 is hereby repealed.

(c) Emcnvs DArE.—The amendments
made by this section 8hall apply to amounts
required to be deposited after December 31,
1990.

PART V1—MISCLLANEOUS
PROVISIONS

SEC. 133ô1. SPECIAL RULES WHERE GRANTOR OF
TRUST IS A FOREIGN PERSON.

(a) IN GzN1u..—Section 672 (relating to
definitions and rules) is amended by adding
at the end thereof the following new subsec.
ti on:

'(f) SPECIAL Rtnz Wit GrroR Is FOR-
EIGN PERSON.—

"(1) IN GENERAL—If---
"(A) but for this subsection, a foreign

person would be treat.ed as the owner of any
portion of a tnist, and

"(B) such trust ha8 a beneficiary who is a
United State8 person,
such beneficiary shall be treated as the
grantor of 8uch portion to the extent øuch
beneficiary has made transfers of property
by gift (directly or indirectly) to auth for-
eign person. For purposes of the preceding
sentence, any gift shall not be taken into ac-
count to the extent 8uch gift would be ex-
c1uded from taxable gifts under 8ection
.5O3(b).

"(2) RwuI.ATIoNs.—The Secretary thall
prescribe such regulations as may be neces-
gary to carry out the purposes of this sub-
ection."
(b) EmcrrvE DArx.—The aniendments

made by this section shall apply to.—
(1) any trust created after the date of the

enactment of Uth Act, and
(2) any portion of a tru8t crested on or

before such date whIch. 13 attrIbutable to
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amounts contributed to the trust after such
date.
SEC. 13352. RETURN REQUIREMEN'T WHERE CASH

RECEIVED IN TRADE OR BUSINESS.

(a) CERTAIN MONTrARY INSTRUMENTSTiiz As CASH.—Subsectlon (d) of section
60501 (relatIng to returnn relating to cash
received in trade or business) Is amended to
read as follows:

"(d) CASH INCLUDES F0Rn0N CURRENCY
AND CTRTAn MONETARY INsrRuMzTs.—For
purposes of this Sect 'on, the term 'cash' in-
c1udes—

"(1) foreign currency, and
"(2) to the extent provided in regulations

prescribed by the Secretary, any monetary
Instrument (whether or not in bearer form)
with a face amount of not more than
$10,000.
Paragraph (2) 8hall not apply to any check
drawn on the account of the writer in a fi-
nancial Institution referred to in subsection
(c)(1XB)."

(b) INcRzAs fl PALTY FOR LYITEIrrI0NAL
D1suoAiw or REPORTING RuIREMEwT.—
Paragraph (2) of section 6721(e) (relating to
penalty for intentional disregard) is amend•
ed—

(1) by Inserting "60501," after "6050H," in
subparagraph (A),

(2) by 8trlklng "or" at the end of subpara-
graph (A),

(3) by 8triking "and" at the end of sub-
paragraph (B) and Inserting "or", and

(4) by Inserting after 8ubparagraph (B)
the following new subparagraph:

"(C) in the caae of a return required to be
filed under section 60501(a) with respect to
any tr8nsaction (or related transactions),
the greater of—

"(i) $25,000, or
"(ii) the amount of cash (within the mean•

Ing of 8ection 60501(d)) received in such
transaction (or related trLnsactions) to the
extent the amount of such cash does not
exceed $100000, and".

(c) CLAIPICATION 0? APPLICATION 0? Pio-
visioi PROHIBiTiNG EVASION TECHNIQUES.—
The heading of subsection (f) of section
60501 is amended to read as follows:

"(f) STRUCTURXnG TRANSACTIONS TO EVADE
RF2ORTING REQUIREMZNT5 PROHIBITED.—".

(d) Srvxy.—The Secretary of the Treas-
ury or his delegate shall conduct a study on
the operation of section 60501 of the Inter-
nal Revenue Code of 1986. Such study shall
include an examination of—

(1) the extent of compliance with the pro-
visions of øuch section,

(2) the effectiveness of the penalties in en-
surtng compliance with the provisions of
Such section,

(3) methods to increase compliance with
the provisions of such section and ways
Form 8300 could be shnplifled, and

(4) approprIate methods to increase the
usefulness and avallabuity of information
øubmltted under the provisions of such sec•
tion.
Not later than March 31, 1991, the Secre-
tary shall submit to the Committee on Ways
and Mean8 of th House of Representatives
and the Committee on Finance of the
Senate a report on the study conducted
under ttth gubsection, together with such
reconunendation8 as he may deem .dvIsable.

(e) ErTEcTIv DATES.—
(1) The amendments made by øubsections

() and (b) thaU apply to amounts received
alter the date of the enactment of this Act.

(2) The amendment made by uubsecton
(c) ahall take effect on the date of the en
actment of thia Act.

(3) Not later than June 1, 1991, the Secre
t*ry of the Treabury or his delegate chall
prescribe regu1ations under 8ection
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60501(dX2) of the Internal Revenue Code of will finally eliminate the unfair differ- their appetite for Oovernment spend-
1988 (as amended by thiS iectlon). ential which causes rural hospita]s to Ing. What is wrong with putting the

The CHAIRMAN. Under the rule, be paid less for the same servicea than Federal Government on a spending
the gentleman from flliflois (Mr. R0s urban hospitals. We cannot assure diet that will press for reducing waste
ThNKowsKl) will be recognized for 30 every rural hospital that this budget and encourage efficiency?
minutes. and a Member opposed will assure its survival, but this budget I believe the American people want
be recognized for 30 minutes. gives them real hope for the future. and deserve that we as their Congress-

The gentleman from Texas (M Mr. Speaker, I am convinced that men Implement means to live within
Azciu) will be recognized In OpPOSi the only way we can make a real dent our income; but the Democrats have
tion. in the budget deficit ts to take bold carefully attempted to seduce Amen-

Mr. ROSTENXOWSKI. Mr. Chair steps. It won't be easy, and it Will cans into believing that the Rosten-
man, I yield 2 mInutes to the gentle quire us all to make some tough deCi- kowaki proposal cuts the deficit Just
man from Texas (Mr. PICKLE). sions, but this Nation faces no more by taxing the rich. They masquerade

(Mr. PICKLE asked and was given important problem than reducing the behind a tax the rich mask, attempt-
permission to revise and extend his re- deficit. This situation scares the ad- ing to deceive the working people in
marks.) ministration. It scares the Congress.

Mr. PICKLE. Mr. Chairman, for the But we must do something to deal
America. Behind that mask, the stark

first time in many years this Congress with it.
reality exists that they raise tax rates,

is being asked to. do something mean- I strongly urge passage of this alter-
not just for the rich, but on all faml-

ingful about our Nation's budget defi- native and this budget package, lies with joint incomes over $19,000. a

cit and national debt. Along with the that we can go to conference with the year. They cut the personal tax ex-
President, we have resolved to make a other body and work out a compro- emption on every person, child and
$500 billion reduction in the deficit inise that both Houses will agree to a4Ult.

over 5 years. This measure before us and that the President will sign. Their plan Is without a doubt a hit
tonight will accomplish that purpose. . Mr. Chairman, all America is looking Ofl all single and family households. I

In the midst of all of the controversy at us today and the country expects suggest that all Americans examine
surrounding these budget delibera- action. A no vote means no budget. the table printed by the Democrats
tions, this bill is a clear declaration of That is the long and the short of it. themselves to support their tax on low

our firm intention to make meaningful We must do the responsible thing. income and middle income working
reductions in spending as well as raise America is already mad at us and they Americans. I do not call that a good
necessary revenue in order to. achieve are going to be madder than an old deal for working Americans.
our goal. wet hen if we do not do something President Bush has said that it you

As one of its goals, this bill intends today, and I think they are disgusted raise the rates on the higher income
that the burden of deficit reduction with what they see on television now, people, soon they will work down to
will be borne in a fair and equitable Mr. Chairman, America expects us the lower income people. I do not
manner among taxpayers. In order to to pass a budget. We have that respon- think he realized that soon" was
accomplish that goal and also to sibility and we must act at this time. "now" in the Democrat package.
ensure the progressivity of the tax Mr. ARCHER. Mr. Chairman, I yield Mr. Chairman, the great irony in all
system, the plan contains a number of myself such time as I may consume. this is that the American people are
provisions aimed at allocating a larger (Mr. ARCHER asked and Was given not calling for tax increases. They
share of deficit reduction to this Na- permission to revise and extend his re-

. want us to cut spending, and the pem-
tion's wealthiest taxpayers. These in- marks.) ocrat leadership responds by refusing
dude measures to burst the bubble, Mr. ARCHER. Mr. Chairman. even to allow a vote on the Republican
raise the Individual mthlmum tax from In opposition to the amendment, but I spending reduction' a'ternative, with
21 to 25 percent, and to Impose a 10- . would like to begin by thanking the no new tax burden on working Amen-
percent surtax on indlvlduas with tax- committee chairman, the gentleman cans.
able incomes over $1 million. By from Illinois [Mr. RO5TENX0WSKI) and
adopting these measures, we are en- his Democrat colleagues for putting 0 1810
suring those taxpayers most able to this amendment before the HoUse Are they really that afraid to give
contribute in our effort to reduce the today.
Federal budget, deficit will do so. You see, I voted for the the Members of this body a choice? As

It also should be noted that this bill summit agreement because I felt that a matter of fact, I guess they should

does not include any increase in gaso- it was the best bipartisan budget we be, because the Democratic alternative

line or petroleum taxes—even on home could hope for in this Chamber. I took actually massively increases spending

heating oil. This bill does not Impose a tremendous amount of criticism back over the next 5 years—$570 billion in-

any limitation on itemized deductions. home, more than on any issue in my crease in entitlement spending, $180

It does not extend the Medicare hospi- career in the Congress; but thanks O billion tncrese in nondefense discre-

tal Insurance tax to additional State this amendment,.I feel completely . tionary, spending. That is a $750 bil-

and local government workers. dicated. This alternative is actually faf' lion increase in spending over the next

Most Important of all, the bill e- worse than anything I could ever have 5 years while at the same time they in-

duces the Medicare Program by only bnaglned. It is a textbook example of. creases American workers' taxes and

$43 billion, Instead of the $60 billion Democrat economic philosophy, fees by some $180 billion.

cut originally proposed in the budget Forget. spending restraint. Just, say, When this process started, I, was

summit agreement. This measure will "yes" to taxes. truly hopeful we could achieve a bi-
protect Medicare beneficiaries by The Rostenkowski amendment calls partisan solution to the awful deficit
keeping monthly premiums low and' for some $180 billion of new taxes and problems plaguing this Nation. But
limiting the increase in the deductible. fees, borne mostly by middle income that Is not very likely at th1 tIme.
At most, the reduction in payments to families, because the Democrats refuse. Here we go again, tax and spend. I
providers will reduce the rate Of to do what the American people want, urge a no vote.
growth in a program which Is growing and that is cut spending. Mr. Chairman, I reserve the balance
faster than any other portion of our The Republicans were not even per- of my time.'
Federal budget. It Is not inappropriate mitted to offer an alternative because The CHAIRMAN. The gentleman
for us to consider measures to control the Democrats demanded that it in. from Texas (Mr. Aiciwit) has con-
these costs. dude massive new taxes on the work- sumed 5 'mInutes.

It Is also important to point out that Ing people of America. We refused to Mr... ROSTENKOWSKI. Mr. Chair-
this measure continues to offer special do that. man, I yield 2 minutes to the distili-

assistance for rural hospitals. Over the The Democrats once again, Mr. guished gentleman from Maryland
., years of this budget plan, Medicate Chairman, have been unable to curb (Mr. Cuwis].
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(Mr. CARDIN asked and was given

permission to revise and extend his re-
marks.)

Mr. CARDIN. Mr. Chairman, I want
to thank my chairman, the gentleman
from Illinois, for yielding me this time.

Make no mistake about it, a vote for
ths particlar amendment, the vote for
reconciliation is a vote whether we are
serious about reducing the deficit of
this country.

It is not popular to vote for new
taxes, it is not popular to vote for
spending cuts. But we need to do it. I
first want to congratulate the chair-
man of the Committee on Ways and
Means, the gentleman from Illinois
(Mr. RosTiKoWsKx), for he was the
one who really got us on this path
with the "Rosti challenge." It was the
first effort made to make us serious
about reducing the deficit. The Demo-
crats have brought forward a specific
program; the Republicans have not.
Ours is a specific program that incor-
porates many of the principles that I
think the American people support.

We do not hit the Social Security re-
cipients; we should not, we have pro-
tected that. We have taken the Social
Security trust fund off the Gramm-
Rudrnan calculation. That is where it
should be.

But we really speak to the issue of
fairness.

I think that is the most important
part about the Democratic alternative.

We speak to the Medicare system
and proper cuts. Yes, there are cuts in
Medicare, some $40 billion. But we
speak to the principle that the elderly
should not have to pay more than 25
percent of the cost of the program.

We are able to maintain that in the
Democratic alternative.

We speak to how we should pay for
the deficit, that aU Americans should
contribute their fair share, that the
wealthy should not be left off but
should be paying about the same per-
centage as everyone else. The Demo-
cratic alternative speaks to that.

Mr. Chairman, the alternative we
have before us speaks to the Issue of
fairness but, most Importantly, speaks
to the Issue of deal with the deficit of
this Nation.

The American people expect action.
We have the opportunity today to do
that by voting for this amendment
and voting for the Reconciliation Act.

Mr. ARCHER. Mr. Chairman, I yield
5 mInutes to the distinguished Repub-
itcan leader of the House, the gentle-
man from Illinois (Mr. Micimi.

(Mr. MICHEL asked and was given
permission to revise and extend his re-
marks.)

Mr. MICHEL. Mr. Chairman and my
colleagues, I rise in strong opposition
to the proposal offered by my good
friend, the distinguished chairman of
the Committee on Ways and Means,
the gentleman from Illinois (Mr. Ros-
TENK0w5KI). The cold facts of politics
put us on different sides of this Issue,
but my feelings of personal affection
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for him and my admiration for his
ability remain as warm as ever.

What I have to say today is not di-
rected at him. Instead, it is directed at
a certain mood, an atmosphere that
recently has been created by many of
those in the majority. We cannot un-
derstand how really bad this proposal
is unless we understand it in the con-
text of that atmosphere.

In the last few weeks we have heard
once again the ugly sound of economic
McCarthyism. It bellows forth from
the fever swamps of the left. It is the
savage cry of class warfare.

To ordinary, middle-class Americans,
that sound must be one of the most
terrifying in the world. It is the sound
of the liberals with their hands once
again on the tac rates.

As the line from the horror movie
goes, "Taxpayers, be afraid, be very
afraid."

Let us Just examine the most devast-
ing tax increase contained in the pack-
age. The Democratic proposal reduces
the tax benefits of the personal ex-
emption by removing indexing for in-
flation. This will increase taxes on ev-
eryone except the wealthiest 1 million
taxpayers in the country. This Demo-
cratic proposal brings back bracket
creep with a vengeance, $5 billion, $6
billion, $7 billion.

Prior to the enactment fo the 1981
tax reduction bill, every taxpayer was
subject to ever-increasing taxes
through inflation. We stopped this in
1980, when we started indexing per-
sonal exemptions and tax brackets. By
reversing this policy, Democrats would
now return us to the silent rate in-
creases for everyone.

The liberals have been telling us
how much they want to sock it to the
rich. It turns out their definition of
rich is everyone who voted against
Carter, Mondale, and Dukakis.

The policy of simply taxing the rich
will not create one new Job. But a policy
that encourages savings and the accu-
mulation of capital to invest in new
enterpreneurial pursuits does create
new Jobs.

That is what we ought to be talking
about here today.

And on the Issue of fairness, the
populists have been having a field day
with their hot rhetoric, but when you
cut through the well-orchestrated
propaganda themes of the liberal
Democrats, they are In fact simply
calling for the redistributon of wealth.

Well, you cannot continuauy redis-
tribute wealth If those who create it in
the first place, with the sweat of their
brows, are turned off from doing so be-
cause of bad tax policy.

Now, let me repeat a little bit of
commonsense wisdom that aU the
deep thinkers in Washington appear
to have forgotten:

The problem with the Federal def i-
cit is not that the American people
have been taxed too little but that
those who run the Congress have been
spending too much. It has been said
that taxes are what we pay for civil-
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ized society. I agree. But excessive
taxes are what the taxpayers pay for
irresponsible congressional spending.

In the war against the deficit, the
first strike, swift and hard, should be
made against spending. That is the
Republican way of doing things.

We tried compromise, and it failed.
Both parties failed. Both leaderships
failed. It is, in my view, a tragedy for
this institution that the compromise
could not be accepted.

So here we are with the stark con-
trast of party division unmistakably
before us.

No Members on our side of the aisle
should even consider voting for this
plan. it is to budget deficit plans what
Bart Simpson is to scholarship.

I would urge Members to vote down
this proposition.



Mt. STUODS. Mr. Chairman, I nse an strong
support of the Democratic alternative to the
budget reconciliation bill.

The Democratic plan will cut $500 billion off
the deficit in 5 yeaas It is not painless, but it iS
fairer by far than any of the other proposals
that have been made. The alternatives to it
are inaction—which Is irresponsible—or huge
cuts in Medicare and Social Security—which
are unconscionable.

Unlike the so-called "budget summit" pro-
posal endorsed by the President and which I
voted against, the Democratic bill does not
raise the taxes of middle income people and
let the wealthy off scot-free; it does not cut
Medicare and let the Pentagon off scot-free; it
does not tax gasoline and heating oil, and let
the oil industry off scot-free.

Instead, it places the primary burden of re-
ducing the deficit on those who received the
greatest benefits from the misplaced priorities
and misgwded policies of the past decade.
Under this plan, that primary burden Is placed
on those making more than $200,000 a year;
under the summit proposal, that burden fell
most harshly on older Americans and families
making between $20,000 and $30,000 a year.

Is this a perfect proposal? Of course not.
The fact Is that our budget situation Is so bad
that there are no easy answers, no painless
solutions. But if we're ever doing to dig our-
selves out of the economic hole we're in,
we've got to begin by cutting the deficit

It is obvious from the events of the past few
weeks that the President has neither the cour-
age nor a plan, to reduce the deficit fairly or
responsibly. Those representing the Presi-
dent's party in this House were offered a
chance to develop their own proposal, and
the maonty looked deep down into their own
souls and came up with nothing.

Let us not forget that the President and the
Republicans entered the budget negotiations
months ago with a proposal to reduce the
taxes of the rich, cut Medicare and Social Se-
cunty by $120 billion, and leave defense
spending alone.

In other words, they have been asking us all
year to respond to the mistakes of the past
decade by making those mistakes all over
again.

Well, I think the American people deserve
better than that Older Americans deserve
more dignity and security than that Taxpayers
deserve more fairness than that And our chil-
dren deserve more backbone and vision from
their leaders than that

A vote for the Democratic proposal is a
vote to end once and for all the trickle-down,
voodoo economic, supply-side, Reagan-Bush-
Quayle-Sununu, let'them-eat-cake, help the
big guy and to heck with the little guy arro-
gance that has bankrupted ow country and
led us through a decade of self-indulgence to
the brink of economic catastrophe.

A vote for the Democratic plan Is a vote
that says no to policies that have resulted in
the largest transfer of wealth from poor and
middle-income families to the rich in the histo-
ry of our Nation.

A vote for the Democratic plan Is a vote to
end the gutless dithering and blithering both in
the White House and on Capitol Hill that has
transformed America from the world's largest
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creditor to the world's largest debtor In less
than a decade.

Finally, a vote for this bill is a vole to take
the first step back horn economic collapse
and the at step toward economic recovery.

Our vole today mmts the beginning of what
must be a lorlg4enn struggle to reverse the
mistakes of the past 10 years; to reclaim our
Nation's independence from foreign creditors;
to reinvest in our Nation's fxer, to restore
opthVsm to our yeung and peace of mind to
our old; and to recreate throughout our
system of government the basic sense of de-
cency and fair Iay that has long character-
hed American democracy.

If we truly want a kinder, gentler Americs;
not to mention a more soleent and equitable
Americs; we must adopt the Democratic
budget plan today.

Mr. KANJORSKI. Mr. Chairman, It has cer
tainly taken a long time, and we we not out of
the woods yet by any stretch of the wnagina-
tion, but at last we are finally operating in a
more sensible and responsible manner here
today.

We have finally slammed the door on the
misconceived budget summit approach to
solving ott deficit problems. Rather than
being presented with a take-it-or-leave-it
package that gouges senior oltizens, the un-
employed, and low and middle income work-
ing families, we have before us a proposal
that individual Members of Congress have had
a hand in drafting.

While we still quarrel over specific hems In
this new plan, and while I am sure that this
plan is not exactly what any one of us would
have drafted on our own, it is nevertheless a
proposal developed by the Congress and not
by an oligarchy of the President and congres-
sional leadership.

No less important, Mr. Chairman, the op-
tions we have before us today offer us a
much clearer choice on one of the most fun-
damental philosophical questions before this
country. Are we going to continue the failed
policies of the 1980s—the failed policies
under which the wealthy have been given a
free ride, the failed policies under which this
Government has told the richest Americans
that they have no obligation to fairly share in
the burdens of addressing the needs of their
fellow citizens and the nation, the failed p011-
cies under which the gap between the wealthi-
est and the poorest has become a yawning
chasm into which middle income citizens are
fast disappearing?

Or, are we Instead going to finally stand up
and say enough is enough? The cold, hard
truth Is that in the 1980's we lost sight of what
this country Is supported to be all about.
Somehow too many people forgot some of
the most important principles we we sup-
posed to represent as a nation and as a soci-
ety.

Today, however, we have the opportunity to
restore some balance to the system. We have
the opportunity to tell the American people
that things do not have to continue on this
way.

Mr. Chairman, once we put aside all of the
numbers we have been debating, we ultimate-
' come down to confronting one basic philo-
sophical question. It Is a question we have put
off answering for too long, but at least It is not
too late.

I know how I wIll answer the question. I plan
to vote for the Democratic alternative to the
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budget. It Is fal, It gets the b done, and It
ims us away from the disastrous path our
Nation is careening down.

Having said that, however, I must point
out to my colleagues, and particularly to the
American people, that we are all living in a
fool's paradise It we think they any ci these
budget packages are really going to bring the
defloit d as much as they suggest They
simply cannot, and they will not

N these pages we based on fundamen-
tally flawed economic assumptions about what
as going to happen next year and over the
next 5 years. They are based on unrealistically
optimistic assumptions about interest rates,
unemployment, and the future of our econo-
my.

I am convinced that ow economic problems
are more serious than either the President or
the leadership have acknowledged, and that
none of the proposals which have been made
will actually reduce the deficit as much as
they claim.

I predict that in less than a year we will be
back where we are today considering further
legislation to cut the deficit because the re-
cession we are now entering has played
havoc with our economic assumptions.

The President and the budget summiteers
predict that budget cuts of this magnitude will
reduce inflation from 5.2 percent in 1990 to
4.6 percent in 1991 and 2.8 percent in 1995.
They further predict that the nterest rate on
91-day Treasury bills will drop from 7.7 per-
cent this year to 72 percent next year and 4.2
percent In 1995, and that real GNP growth will
be .7 percent in 1990, 1.3 percent in 1991
and 3.5 percent in 1995.

I have a nice piece of swamptand in Florida
I would like to sell to anyone who believes
these predictions are accurate.

One only has to look at the impact of the
recent increase in energy prices to recognize
that these assumptions are unrealistic. If the
August inflation figures are any Indicator, next
year's inflation rate will sour to double digits,
not go down.

Unemployment is also expected to increase
as the recession deepens. This will further in-
crease spending, decrease revenues, and in-
crease the deficit.

The consensus of a blue chip group of pri-
vate sector economists is that these econom-
ic assumptions for 1995 underestimate infla-
tion by 40 percent, underestimate Treasury In-
terest rates by 62 percent, and overestimate
real GNP growth by 35 percent

We are kidding ourselves and misleading
the American public if we do not make it crys-
tal clear that the economic assumptions un-
derpinning all these proposals are what we
hope will happen, but not necessarily what is
lIkely to happen. The data of the private
sector economists suggests that these wishes
will not become reality.

Nonetheless, the fact that this and other
budget packages are based on rosy estimates
of our economic situation should not paralyze
us. Our deficit problems are so great that we
must stat work on them today. Every day we
delay acting only costs us hundreds of mil-
lions of dollars in additional interest costs.
Furthermore, even for the Federal Govern-
ment. $500 billion an deficit reduction is real
money.

I outlined the package I would have pre-
ferred to have voted for on October 4, 1990,
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when we considered the first budget summit
package. My package would have cut foreign
aid and unnecessary subsidy programs more,
and would not have cut Medicare or unem-
ployment benefits. My package would have
Imposed taxes on the windfall profits of the
multinational oil companies, Instead of middle-
class taxpayers.

The Democratic alternative package we
consider today does not adopt all of the rec-
ommendations $ made on October 4, 1990.
But It does adopt many of these recommen-
dations and It is. a substantial improvement
over the first summit package prepared by the
President and the leadership.

Among the major improvements of the
Democratic package over the earlier package
are:

The new Democratic package eliminates
the major increase in Medicare premiums con-
tained in the President's original budget pack-
age. It also reduces by two-thirds the increase
In the Medicare deductible. As a result, this
package, unlike the one the President urged
us to adopt a week ago, has the support of
the National CommIttee to Preserve Social
Security and Medicare, the National Council of
Senior Citizens, the Seniors CoalItiOn, and the
Save Our Secunty Coalition. The American
Association of Retired Persons calls this "a
fair and effective proposal."

The new Democratic package eliminates
the 2-week waiting period for unemployment
benefits contained in the President's endorsed
budget package. A 2-week wait would have
been a cruel trick to play on the families of
American workers when we are heading Into a
recession.

The new Democratic package eliminates
the regressIve 12-cent-per-gallon Increases in
the gas tax and the 2-cent-per-gallon tax on
home heating oil contained In the President's
original summit package. These tax Increases
would have hit low and middle Income families
hardest

The new package increases taxes primarily
on those who have an ability to pay, rather
than on average working families. The Presi-
dent's original package would have turned the
tax code upside down. Low and middle
Income taxpayers would have born the brunt
of the tax Increase under the President's
package, while the affluent would have es-
caped vIrtually scot-free. The following chart
demonstrates how much more progressive the
new Democratic alternative Is than either the
President's original budget package or the
plan adopted by the Senate Finance Commit-
tee:

PERCENT C1WIGES IN FEDERAL TAXES BY INCOME
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The new Democratic package eliminates a

loophole In the existing Tax Code known as
"the bubble" which enables taxpayers earning
over $150,000 to pay a lower effective tax
rate than taxpayers earnIng under $150,000.
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The new Democratic package reduces the
Increase In taxes on alcohOlic beverages,
which are also regressive.

The new Democratic package targets cap-
ital gains tax relief to middle-income families
and small businesses. Every taxpayer would
be allowed a lifetime exclusion of 50 percent
of the first $200,000 In capital gains on farms,
homes, and small businesses. In other words,
If an individual purchased a home, farm or
email business for $50,000 and later sold it for
$250,000—a 500-percent increase—they
would pay taxes on only $100,000 of their
capital gain, instead of the full $200,000
again. In addition, In order to encourage in-
vestment In our economy, taxpayers would be
allowed to exclude the first $1,000 in capital
gains on stock they earned each year. The
President's original plan would have targeted
capital gains tax relief to the richest 2 percent
of Americans, the Democratic alternative tar-
gets It to average families, farmers, and small
businesses.

Mr. Chairman, like most Americans, I wish it
was possible to adopt a budget package
which did not raise any new revenues. Unfor-
tunately, our deficit problem is so serious
today that It is simply not possible to achieve
this level of deficit reduction without either
revenue Increases or cuts in programs like
Social Security which the American people do
not want

Some of my constituents have asked me,
"Why can't we cut foreign aid?" I believe we
can cut foreign aid, I have voted to cut foreign
aid, and I have led the effort in the Congress
to eliminate the duplicative and unnecessary
foreign aid bureaucracy known as the National
Endowment for Democracy.

The simple fact is that the President has re-
peatedly asked the Congress to Increase,
rather than decrease, spending for foreign aid.
Most recently he asked us to forgive over $7
billion In loans to Egypt Even more important-
ly, however, even If we eliminated all foreign
aid spending that would only reduce the defi-
cit by about one-fifth of the apount of this al-
ternative package. Foreign aid can and should
be cut, but It is still only a drop In the bucket
of what we must ctit.

Mr. Chairman, the message of the lest sev-
eral weeks Is clear. The American people are
mad, they are disgusted that the Congress
and the President cannot get their acts to-
gether and solve this problem, and they are
losing faith In their system of government

Frankly, they have a right to be upset They
have a right to be angry at a President who
goes off campaigning when he should be here
In WashIngton using his leadership to help
forge a budget agreement

They have a right to be angry at at Presi-
dent who professes to be for a balanced
budget but who, along with his predecessor,
failed for more than 10 straIght years to actu-
ally send a balanced budget to the Congress,
and who failed to send his proposed budget
to the Congress on time.

They also have a right to be angry at a
Congress which allowed Itself to be bamboo-
zled into turnIng over Its constitutional respon-
sibilities to a secret group of budget summi-
teers. That Is why the President's budget
summit failed, why its recommendations were
rejected by the Congress and the public.

Theyhave a right to be angry at a Congress
which does not act on appropriations bills on
time. Witfie the House passed 10 of the 13
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regular appropriations bills more than 3

months before the start of the new fiscal year,
the Senate had not passed any by that date
and even by The start of the fiscal year it had
only passed 4 of the 13 bills.

They have a right to be angry at a President
who continues to rely on "blue smoke and
mirror" accounting gimmicks and who
changes his position on the budget more
often than he changes his clothes.

They have a rigbt to be angry at a Congress
that seems to be endlessly tied up In partisan
wrangling that fails to confront our problems
head on.

They have a right to be angry at a President
who continues to press for tax cuts for the af-
fluent while substantially raiêing taxes for
working families and slashing Medicare by $60
billion.

They have a right to be angry at a President
who wastes millions of dollars by ordenng a
foolish weekend shutdown of the Federal
Government.

They have a right to be angry at House Re-
publicans who cannot decide what they are
for. They will not support the President's
budget. They will not support the Democratic
alternative, and they cannot agree on their
own proposal to reduce the deficit by $500 bil-
lion over 5 years. They are the "Abominable
No Men" who are against everything and for
nothing. Even the Senate Republicans were
able to draft a budget package.

But Mr. Chairman, the American people are
not interested in playing, "The Blame Game."
They want a budget and a deficit reduction
package, and they want them now.

They deserve a budget, and they deserve it
now, and that is why I will support this pack-
age. Even though It is not perfect, and even
though it does not do everything I would like,
it is nonetheless, vastly fairer than any of the
alternatives and it deserves our support.

Mr. Chairman, we live In a democracy and
the process of democracy requires compro-
mise. Even more Importantly, however, Ii re-
quires that we govern.

We cannot stick our heads in the sand. We
cannot ignore what others want We cannot
shirk our responsibilities. We must exercise
leadership. We must make the tough choices.
We must compromise, and we must govern.
This is true for both the President and the
Congress.

This bill makes those choices and lives up
to those responsibilities. It may not be perfect
but it is by far the best proposal we have seen
all year.

It deserves our support so that we can put
an end to the chaos which has surrounded
our budget process.

Mr. GREEN of New York Mr. Chairman, I

rise today to express my deep concern that
the proposed Rostenkowski II budget reconcil-
Iation package fails to do the job that we, in
Congress, had hoped to do. The package
does make the necessary Federal deficit cuts,
but It does so at the expense of those least
able to foot the bill.

To begin with, a significant yet lithe-noticed
provision of the Rostenkowski package would
drop the indexing of "brackets"—the point at
which one moves from the 0-percent bracket
to the 15-percent bracket, from the 15-percent
bracket to the 28-percent bracket, et-cetera—
for 1 year. Under Indexing, the brackets are
adjusted upward each year by an amount



October 16, 1990
— to the Increase In the Consumer Price
index. The prapose us to prevent lower income
households horn being thrust by leltation iso
the 1 5-percent bracket Intended for niddie
.xxme taxpayars and simitaly to prevent
moderate income taxpayers from being tivust
into the brackets Intended tar higher macme
•mayers.

Dropping the indexing of brackets. epon st
glance, might be thought to eliminate worlung
peoples tax cushion against Inflation only for
1 year. In tact, It does much mare than that.
indeed. perhaps the most egreous element
of dropping bracket indexing is its pemia-
ne,. Like the suspension of a coal-of-living-
adjustment (COLAI increase, the effect ev-
erleeting. If a senior dtczen, far example, failed
to receive his 5 percent COLA this year, even
though his living costs increased by 5 percent,
next year, When the COLA wos restaned. his
total income still would remain below )the ad-
us1ed inflationary level. Silillarty even il index-
ing should be restored a year from now, the
brackets would forever be some 5 percent
below where they should be. Although the
Rostenkowski plan is bliled as a "soak the
rich" program. its suspension of irxiaió,g of
the brackets is aimed straight at low and mod-
erate income taxpayers forever.

Once the Democratic Party starts down the.
primrose path of omitting indexing, the days of
indexing are dearly nurithered. (biousty. the
Democrats would love to etintinate indexing
and allow inflation to raise taxes idthout their
having tO vote for it.

Equally disconcerting to me is the Rosten-
'kowsin plan's failure to include a Federal tax
increase on gasoline pnces paid at the pump.
For 10 years, I have supported such an in-
crease for a variety of reasons. Fist, an in-
crease in the. Federal tax on gasoline would
be good energy conservation pdticy. The cur-
rent situation in the Middle East demonstrates
iust how isporlant It is for the United States
to have in place an energy conservation
policy. Higher gasoline prices will discourage
people from taking unnecessary road trips and
will encourage them instead to drive their cars
prudently. Although an increase in the Federal
gas tax is only a partial solution to our preb-
lam. it is a step in the right direction. Second,
an increase in the Federal tax on gasoline is
good environmental policy. Fewer automobles
spewing fewer pollutants into ow air means
cleaner au.

It is for those reason, Mr. Chairman, that I
regretfully must oppose the Rostenkowski II
budget reconciliation package.

Mrs. LLOYD. Mr. Chairman, I rise in favor of
the alternative offered by Chairman RositN-
KOWSKI on behalf of the Ways and Means
Committee, to the Omnibus Reconciliation

Thés legislation is necessary to implement
the savings in direct spending programs and
reverje increases called for by the President
and congressional leaders contained in the
budget resolution recently adopted by tie
House and Senate. The total dollar amounts
for spending reductions and revem.'e in-
creases have already been agreed upon—Its
now our ob to see that the burden of deficit
reduction is distributed as fairly and eqiitably
as possible among all Americans. I eiiort
the Rostenkowski alterna*re. as a aiibstiMe

the tax and Medicare provisions of the bill,
because it fits this criteria.
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I know this agreement Is not perfect, but I

feel the process should move forward. If we
do not enact a responsible deficit reduction
package, the consences will be far worse
for the Nation. Across-the-board spending
cuts are once again looming on the horizon
and will occur should a sound deficit reduction
package not be put in place.

Equity and fairness are the hallmarks of the
Rostenkowski atternative. It provides substan-
tive deficit reduction, $500 billion over the
next 5 year , but dos so in a fair manner—
particularly to middle income Americans. It
provides a good stimulus for economic growth
and significantly improves on the budget-
summit agreement in marry ways.

The Medicare deductible increase S re-
duced by almost two-thirds, from $28 billion to
$10 billion—keeping faith with older ar'd do-
abled Americans.

Several, revenue provisions are dropped en-
tirely. including the increase in the gas tax, the
new tax on petroteum fuels, the extension of
the Medicare payroll tax to additional State
and local government employees, the Ilmita-
ben on itemized deductions, the increase in
railroad tier H taxes and the 2 week waiting
period for unemployment benefits.

Provisions are provided designed to raise
revenue in a more progressive manner. Includ-
ing elimination of the bubble In the Tax Code,
creation of a 10-percent surtax on income
above $1 million, increases in the minimum
tax rate and in the amount of salary subject to
the Medicare payroll tax, and a 1-year delay in
tax Indexation.

A limited tax bleak for capital gains is pro-
vided. allowing taxpayers to exclude up to
$100.000 in capital gains over their lifetime.

The earned income tax credit for the work-
rng poor is increased—the refundable tax
credit presently available to low-income work-
ing families rtt dependent ctw&en.

The Rostenhiowald alternative represents
tax fairness and real deficit reduction and will
move our Nation toward a solid, growth-orient-
ed economic track. It is a comprehensive and
responsible package which provides savings
and Investment incentives to the small busi-
nessmen. I arme sid small irvestors who
are the backbone of our economy. Its enact-
ment will be a major step forward for our
Nation, restoring fairness to øi Tax Code and
confidence abroad.

lurge its adoption-
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Mr. GEPHARDT. Mr. Chairman, I
think today Is a very Important day
and I think this vote Is a very impor-
tant vote. This Is a vote on which we
can begin to turn the corner on the
deficit problem that has bedeviled our
country in the last 10 years, and espe-
cially in the last 12 months. It is a day
when we can begin to rebuild the trust
of the American people that we as an

Institution, as Representatives, have
the ability to address this problem
head-on and do something about it
that is solid, do something about it
that is fair, do something about it that
is right.

The change began 5 months ago
when our President said that we
needed a budget summit. I admire
what he said. It took courage.

He said the problem cannot be
solved by inaction.

He said we need an agreement that
will erase this problem for 5 years to
come, and he said that we need to
work together to get rid of the prob-
lem. We are not going to grow our way
out of it. It is not going to evaporate
because of some supply side theory.
We have got to get together to do
something about it.

.Then in July, he said there have to
be spending cuts, tax revenue in-
creases, growth initiatives, and en-
forcement measures to make it stick.
That waa hard for the President to do.
He had to go back on his "read my
llps" statement at the Republican
Convention, but he did, I am sure, be-
cause he belleved It waa the right
thing for the country to do.

The bipartisan leadership, Republi-
can and Democrat, said, 'We agree.
We ought to do all of those things to
solve the deficit problem."

So the question tonight is not
whether we need a plan of $500 bil-
ion, not whether there will be spend-
ing cuts and revenue increases. The
question is, who will pay?

I waa at home over the weekend.
People were angry about the budget
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suinniit deal. One man came up to me
and he said, "Here we go again. We in
the middle class pay and the rteh
play."

Another woman came up to me and
she said, "You know, we are going to
have to pay the beer tax and the ciga-
rette tax and the gasoline tax, and you
are here to tell me that people who
earn $200,000 a year aren't going to
have a larger increase in their taxes?"

You bet people are angry. The
middle class Is angry, and it is not
envy. It is not class warfare. In this
great country, everybody has always
believed that if you work hard you can
get ahead, but they have also believed
that everybody has got to pay their
fair share.

Jack Kennedy said it right when he
said, 'To those to whom much is
given, much Is expected." The Ameri-
can people believe that, and the plan
that Chairman RosTNKowsKI has
given us enacts that. It says that
people at the top should have the
highest rate. Does that not make
sense? Is that not just common sense,
that people at the top shou'd have the
highest rate?

His plan says that millionaires,
people who have a million dollars in
taxable income after the itemized de-
ductions are taken out and after all
the adjustments, should have a 10-per-
cent surtax. That just adds another
2½ percent to their overall rate. I
think it makes sense.

So tonight, Mr. Chairman and ladies
and gentlemen, we have a chance to do
what is right, to do a $500 billion pack-
age, to make it a fair package that
asks everybody in proportion to what
they made to pay what they can and
shou'd pay.

I had a friend of mine call me the
other day, in fact yesterday, one of the
wealthiest people in the country. You
would all know his name. He said,
"DIcK, I am embarrassed that you are
not asking me and those like me to
pay my fair share. I am ready to do
it.,,

The Rostenkowski plan asks him to
do it. He should be asked to do it, and
I ask for your vote tonight for what is
right and fair and solid and will put
this country in the right direction.
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Mr. ROSTENKOWSKJ. Mr. Chair-
man, it is with great pleasure that I
rise in strong support of the Ways and
Means Democratic alternative. In the
months and years that I have been
campaigning to Increase revenues as
part of a serious deficit reduction plan,
I have stressed the need for tough de-
cisions that would inevitably be pain-
ful for everyone concerned.

And I have acknowledged that our
political system has always been very
reticent about embracing policies that
will impose new burdens on our con-
stituents. Unfortunately, too many of
us have believed the pollsters' warning
that higher taxes are the political kiss
of death. Today, we finally have an
opportunity to shatter that myth and
be honest with the American people—
and with ourselves.

We have a chance to escape from
the budget swamp and move forward.

When I unveiled the Rostenkowski
challenge in March of this year, I sug-
gested that a $500 billion deficit reduc-
tion over 5 years was an appropriate
goal. Today, to both my delight and
surprise, we are on the verge of chiev-
ing that goal. Today's debate Is about
who will pay.

When I first put forth my plan. I
emphasized the need for shared sacri-
fice. Fairness demands that everyone
who can afford to make a contribution
to deficit reduction be required to do
so. The wealthy, who have more,
should appropriately be asked to con-
tribute more. These time-honored
principles are contained in the amend-
ment we are presenting today.

When I outlined my priorities last
March, I stressed the need to protect
the structure of our tax system and
avoid making any specific group a
target. I warned that it would be
wrong to ask specific geographic areas
to be the designated scapegoats In this
debate. The plan we are now debating
has a national impact.

It is both credible and responsible—
fully achieving the $194 billion in defi-
cit reduction that the Committee on
Ways and Means was assigned. Achiev-
ing this goal was not easy. Achieving it
in a fair fashion was a major chal-
lenge. But we have met that challenge.

Last March, I suggested a reversal of
the political philosophy that drove too
many of our decisions during the
1980's. We borrowed excessively to fi-
nance the Government and decided to
let our children pay the bills later.
Our legacy to the next gezeration Is
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nothing less than a niultibilhlon-dollar
iou.

What we are doing today Is getting
our house In order, putting ourselves
in a position where we can Invest in
the future rather than Lighting over
how to pay for the past. Our vote
today Is an Important first step toward
reordering our priorities.

I participated In the budget summit
earlier this year and view It as a par-
Usi success. It set credible goals, but
achieved them with such harsh policy
choices that this Rouse could not
accept them. Clearly, equity was a
major victim of the SWfllflIt agree-
ment. It simply asked low- and middle-
Income taxpayers—and Medicare bene-
ficlarles—to pay too much.

Today, equity and fairness make a
comeback. And regular order makes a
comeback as well. For when we em-
brace this Democratic alternative, we
are telling the Nation that we
again ready, however belatedly, tO
govern—responsibly and fairly,

We are saying. to the millions of
Americans who hold their Govern-
ment In disrepute that we hear them.
that we are ready to do our jOb 84
their elected representatives.

At last, we will reclaim our right—
and responsibility—to govern. We W'
provide the honesty that our constitu-
ents expect and demand of us.

As both policy and procedure, the
Democratic alternative stands head
and shoulders above aw other option.
It reduces the deficit, but does so in a
way that Is fair, particularly to middle-
income Americans.

-I reluctantly supported the budget
summit agreement. But I enthuslasti-
cally back this Proposal. It is better In
so many ways.

It eliminates the 2-week waiting
period for unemployment benefits.
Our need to balance the budget does
not give us the right to pick on people
who are already down.

Our alternative reduces the added
burden on Medicare beneficiaries by
$17 billion, so that they are not asked
to carry an unfair share of the load.

It eliminates the gasoline and petro-
leum tax Increases that would have
been onerous to those Americans who
depend on their automobiles and heat
their homes with oil.

It drops the proposed limits on item-
Ized deductions that would have Im-
posed restrictions on millions of Amer-
Icans In some States, while having no
Impact on those who live elsewhere.

And It provides new incentives for
-middle-Income Americans that will en-
courage savings and Investment.

Our alternative accomplishes all this
while also msaklng our tax system
more progressive. We have returned to
a basic principle of tax fairness—that
people should be taxed accord1ng
their ability to pay. Simply stated,
that means that high-Income people
should pay more than low-income
people do.

Let us be absolutely clear about
What has occurred. During the last

decade, incomes of the rich nd
famous soared while those of low- and
middle-Income people stagnated. Oov-
•ernnient policy encouraged this trend
rather than correcting It. That Is not
my Idea of the appropriate role for ft
government that Is supposed to serve
all the people.

In developing the Democratic alter-
native, we have again proven that It Is
possible to do well while doing good.
Our plan represents good policy—and
good policy Is good politics.

Our alternative Is bold, but it is fair
enough to win broad public accept
ance. That Is why It is so popular with
the American people. And that is why
it deserves support from all of us—on
both sides of the aisle.

i got into politics nearly four dec-
ades ago because I wanted to help
create a better America for my con-
stituents and for the next generation.
I believe that a respons1bl Govern-
inent can be a strong positive force In
our society.

Passing this amendment sends a
clear message. It says that Govern-
inent will be a positive force for re-
sponsible budgeting and fair taxation.

it says that we can reduce the deft-
cit. Increase fairness, and restore con-
fidence In the International financial
community.

it says that our children will Inherit
something more than the enormous
debts of the current generation.

Approval of our alternative will be a
proud moment for this Rouse. We will
be able to look the American people
squarely In the eye and say that we
have governed responsibly and fIr1y.

And to each other we can at long
last say that we have done our jobs.

I urge all my colleagues to give
strong support to the Democratic al-
ternative.

.0 1930
The CHAIRMAN. The question is on

the amendments en bloc offered by
the gentleman from Illinois LMr. Ros-
'Yñowl. -'.

The question was taken; and the
Chairman announced that the ayes
appeared to have it.

RECOBDeD von
ARCHER. . C1IIIRRU.

demand a recorded vote.
A recorded vote was ordered.
The vote was taken by electronic

device, and there were—ayes 238, noes
192, not voting 3, as fOllows

.llloll No. 4741
£Y—238

aenan -Bonlor asote
Ilexandee Bcrl
Anderson Boucher eflt
Mdrews Boxer Coleman (TX)Bm 0011105
Aspin Browder Cent.
Atkins Brown (CA) conjeta
AuCoin Bruce Cooper

Beiletleoll Bust5Ulflt$ Coyne
Bennett B'Tofl C,cmett
Berman Cardin
BeVIU Carper Davis

aoggo Usso

Derrick

Dingeft
Dizon
Decneftyey
Durbin
Dwyer

-Dyma.Il7at
Edwards (CA)
Engel
Engh
£rdrelch
Espy

Pascell

Feighan
PIch
Flake
F.IPPO
FOgUetta
Ford (MI)
Joed (TN)
Prank
Poet
Qejiienson
Oeithardt
Gibbons

Qo
Gordon
Gray
Ousrini
Hall (OH)
miiton
Harris
Hatcher
Hawkins
Hayes (IL)
Refner
Hertel
Hdagisnd

Horton
Royer
Ruckaby
Hughes
Butto
Jacobs
Jenkins
Johnson (SI))Jot.nj (NC)
Jontz
EanjorskiKa
Eastemneler
Kennedy
Ei11y
ElIclee

*nnunzio
pplegate
Ai'cht
Armey

Ballenger
Barnard
Bartlett
Barton
Bateman
Bentley
Bereuter
Blibras
Bwnkls
Bluleya
Brooinfleld
Brown (CO)
Buechnet'
Bunning
Burton
Ca1IDJB
Ceipbell (CA)
Campbell (CO)han
Cobb
Coleman (MO)
Cosotost
Condit
couhlin
Courter

KIe(*
Kosisnayer
jrwice
Lancaster
I*ntcs
Leach (IA)

Lehman (FL)
I..,tn (Ml)
I.etne (CA)
Lewis (OA)LIIII
Lloyd
Lowey (WY)
Lukén. Thomas
Manton
Markey
MarUnra

MSVTOUIeS
MuzolI
McCoekey
McCurdY
McDermott
McGrath
McHugh
McMullen (MD)
McNulty
Mlume
Miller (CA)
wineta
Mink
Moakley
MoflnrtMoll
Montgomery
Moody
Morella
Morrison (CT)
M,uek
Murphy
Murtha
Nagle
Watcher
Neal (MA)
Neal (NC)
Nelson
NowaksW
Oberstar
Obey
Olin
OrUs
Owens (NT)
Owens (UT)
Panetta
Parker
Payne (NJ)
Payne (VA)
Pease
Peleet
penny
Perkins
Plckett
Pickle

NO—l92
Cox
Craig
Crane
Dannemeyer
DeIAY
DeWine
Dickinson
Dornan (CA)
Douglas
Denier
Duncan
Dyson
Edwards (OK)erson
Pawefl
Fields
Prensel
Owilegly
0*110
Osydos
GekasOfl
OUlmor
Oilman
Gingrich
OooiUlng
Oust
Oradison
Orandy
Grant
Green
Ounderson

Pilot
Rahall
Range)
Ray
IUchardsofl

Rose
Roetenkowski
Rowland (OA)
Roybal
Russo
Sabo
Sawyer
Scheuer
Schroeder
Schumer
Serrano
SharP
Sikoraki

Skagga
BkeItOO
Slattery
Slaughter (NY)
Smith (FL)
Smith (IA)
Smith (VT)
Solarz
Sprfttt
Staggers
Stark
Stenhohn
Stokes
Stedds
Swift
Synar
Tallon
Tanner
Thomas (OA)
Turret
Torricelli
Towns
Trailer
UdaU
Unsoeld
valentine
vento
Viacloaky
volkmer
Waigren
Washington
watkins
Waxman
Weiss
Wheat
Whitten
Williams
Wilson
Wise
Wolpe
wyden
'Yates

•

Rail (TX)
Hammertchiflldt
Hancock
Hansen
Rasteit
Hayes (LA)
EefleY
Henry
Herger
Riler
Holloway
Hopkins
Houghton
Hubbard
Bunter
Hyde
Inhofe
Ireland
James
Johnson (CT)
Jones (GA)
Kasich
Kolbe
Holier
Kyl
Lagomarslno
Laughlin
Loath (TX)
Lent
l.ewla(CA)
Lewis (FL)
Llghttoot



NOT VOTING—3
Brennan Rowland (CT) Thomas (CA)

01956
So the amendments en bloc were

agreed to.
The result of the vote was an-

nounced as above recorded.

02000
The CHAIRMAN. It is now in order

to consider the amendments en bloc
offered by the gentleman from Call-
fornia (Mr. PAiETrA).
AMENDMENTS El! BLOC OFYERD BY MR. PAKLT1A

Mr. PANETrA. Mr. Chairman, I
offer amendments en bloc.

The CHAIRMAN. The Clerk will
designate the amendments en bloc.

The text of the amendments en bloc
Is as follows:

Amendments en bloc offered by Mr. PA-
ItETTA: Strike the following provisions of the
bill (and redesignate accordingly):

Subtitle D of title I.
Subtitle E of title II.
Section 3008 of title III.
Section 3101. 3102(a), and 3111 of title III.
Paragraph8 (5) through (11) of section

320 1(a).
Subtitle D of title In.
Subtitle E of title III.
Section 4521 of title IV.
Subtitle E of title V.
Subtitle F of title V.
Section 7104 of title VII.
SectIon 7105 of title VU.
Section 7106 of title VU.
Subtitle C of title VII.
Subtitle A, section 9121, 9122, and 9123 of

Bubtitle B, Bubtitles D and E, and section
9502 of subtitle F of title IX.,

Subtitle F of title XII.
Sections 13322(b) and 13326 of title XIII.
Section 9501(b) of title IX Is amended by

Inserting after paragraph (2) the folIowthg
Fees and charges asaeased pursuant to this
8ectlon shall be in addition to any other fees
and charges the Environmental Protection
Agency collects but for the enactment of
this 8eCtion.

Title IX Is amended by inserting before
Bubtitle B the followtng

• Subtitle A—Sen.. Of The House O
RepreatntaUve.

SEC. 9001. SENSE OF THE HOUSE OF REPRESENTh-
TI YES.

It Is the sense of the House of Representa-
tives that, if any Senate axnendnient to H.R.
5835 provIdes for any increase in motor fuel
excise taxes or aviation taxes that would be
deposited in the Highway Trust Fund or
Aviation Trust Fund, respectively, then the
managers on the part ofthe House for the
conference on the reconciliation bill should
consider provisions which ensure that a
amount equal to the estimated tax pay-
ments from any such increases enacted shall
be made available in the fiscal year collect-
ed for highway and aviation purposes, re-
spectively. Such provisions may include pro-
visions similar to those included in the rec-
onciliation submission of the Committee on
Public Works and Transportation, dated Oc-
tobér 12, 1990, to the Committee on the
Budget.

At the end of the table of contents of title
XII, add the follo*ing
SUBTITLE H—HtxMsu RESOURCE AIIENDMENT5

Sect 12701. Short title; amendment of Social
Security Act.

• PART 1—CHILD SUPPORT NPORCEMENT
Sec. 12711. Extension of IRS intercept for

non-AFDC families.
Sec. 12712. Extension of Commission on

Interstate Child Support.
PART 2—UNLOYMT COMPENSATION

Sec. 12721. "Reed Act" provisions made per-
• manent.

Sec. 12722. Prohibition against collateral es-
toppel.

PART 3—5UPPIZMZN'rAL SECURITY INCOME
Sec. 12731. Exclusion from income and re-

sources of victims' compensa-
tion payments.

Sec. 12732. AttaInment of age 65 not to
• serve as basis for termination

of elIglbillty under section
1619b).

Sec. 12733. Exclusion from Income of tin-
pairment-related work ex-
penses.

Sec. 12134. Treatment of royalties and
honoraria a earned income.

Sec. 12735. CertaIn State relocation and as-
• slstance excluded from 881

Income and resources.
Sec. 12736. Evaluation of child's disability

by pediatrician or other quali-
fied specialist.

Sec 12737. ReImbursement for vocational
reh&billtation services fur-
nished during certain months
of nonpayment of Bupplemen-
tal 8ecurlty Income benefits.

PART 4—AID TO FAMILIZS WITH DEPENDENT
CHILDREN

Sec. 12741. Optional monthyly reporting
and retrospective budgeting.

Sec. 12142. Children receiving foster care
maintenance payments or
adoption assistance payments
not treated aa member of
family unit for purposes of de-
termining eligibility for, or
amount of,IFDC benefit.

Sec. 12743. 1ImInRtlon of term "legal
guardian",

Sec. 12744. Reporting of child abuse and ne-
• glect.

Sec. 12745. Disclosure of Information about
AFDC applicants nd recipi-
enta authorized for purposes
directly connected to State
fo6ter care and adoption assist-
ance programs.

Sec. 12746. Repatriation.
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Sec. 12747. Technical amendments to Na-

tional Commission on Chil-
dren.

PART 5—CHILD WflJAEZ AND FOSTER CARE

Sec. 12751. Accounting for administrative
costs. -

Sec. 12752. Section 427 triennial reviews.
Sec. 12753. Extension of services under the

independent living program.
SuBTIrI. I—OLD-AGE, SuRvIvoRs, AND

DISABurf INSuRANcE
Sec. 12801. Continuation of disability bene-

fits during appeal.
Sec. 12802. Repeal of Special disability

standard for widows and wid-
owers.

Sec. 12803. Dependency requirements appli-
cable to a child adopted by a
surviving spouse.

Sec. 12804. Entitlement to benefits of
deemed spouse and legal
Spouse.

Sec. 12805. Representative payee reforms.
Sec. 12806. Fees for representation of claim-

ants in administrative proceed-
ings.

Sec. 12807. Notice requirements.
Sec. 12808. Applicability of administrative

res judlcata related noUce re-
quirements.

Sect 12809. Telephone access to the Social
Security Administration.

Sec. 12810. Vocational rehabilitation demon-
stration projects.

Sec. 12811. Exemption of certain aliens, re-
ceiving amnesty under the Tin-
migration and Nationality Act,
from prosecution for misre-
porting of earnings or misuse
of social security account num-
bers of social security cards.

Sec. 12812. Reduction of amount of wages
needed to earn a year of cover-
age applicable in determining
special minimum prtmary in-
surance amount.

Sec. 12813. Elimination of eligibility for ret-
roactive benefits for certain in-
dividuals eligible for reduced
benefits.

Sec. 12814. Charging of earnings of corpo-
rate directors.

Sec. 12815. Collection of employee social se-
curity and railroad retirement
taxes on taxable group-term
life insurance provided to retir-
ees.

Sec; 12816. Consolidation of old methods of
computing primary Insurance
amounts.

Sec. 12817. Suspension of dependent's bene-
fits when the worker Is in an
extended period of eligibility.

Sec. 12818. Tier 1 railroad retirement tax
rates explicitly determined by
reference to social security
taxes.

Sec. 12819. Transfer to railroad retirement
account.

Sec. 12820. MIscellaneous technical correc-
tions.

suBrrrLr 3—MIS ELLMEOU5 AND TECHNICAL
£MViDMENT$ EZLATING TO THE MEDXCARE
PROGRAM

PART 1—NO COST PROVISIONS
Sec. 12901. Patient self-determination.
Sec. 12902. Miscellaneous and technical pro-

visions relating to part A.
Sec. 12903. Miscellaneous and technical pro-

visions relating to part B.
Sec. 12904. Provisions relating to health

maintenance organizations.
Sec. 12905. Standards for medicare supple-

mental Insurance.
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L!vlngston Quillen
Long Ravenel
Lowery (CA) Regula
Lukens, Donald Rhodes
Machtley Ridge
Madigan }Unaldo
Marlenee Ritter
MarUn (IL) Roberta
Martin (NY) Robtnson
McCandless Rogers
McCoilum R.ohrabacher
MeCrery
McDsde Roth
McEwen Roukema
McMiUan (NC) Salki
Meyers Sangrnelster
Michel Sarpalhis
Miller (OH) Savage
MiUer (wA) Saxton
Moorhead Schaefer
Morrtson (wA) Schiff
Myers Schneider
Nielson Schuette
Oxley Schuize
Packard Sensenbrenner
Paflone Shaw
Parrs Shays
Psahayan Shumwsy
Patterson Shuster
Paxon Skeen
Petri Slaughter (vA)
Porter Smith (NE)
Pursefl Smith (NJ)

Smith (TX)
Smith. Denny

(OR)
Smith. Robert

(NH)
Smith. Robert

(OR)
Snowe
Solomon
Spence
Stallings
8tangelnd8an
Stump
Sundqulst
Tauke
Tauzln
Taylor
Thomaa (WY)
Traflcant
Upton
vander Jagt
Vucariovich
waiverwh
weber
weldon
Whittaker
wolf
wylie
Yatron
Young (AK)
Young (FL)
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Sec. 12906. Prevention of unnecessary pro-

scribing of controlled sub-
stances.

Sec. 12907. Miscellaneous and technical Pro-
visions relating to part A and
part B.

PART 2—MEDICARE INITIATIVES
Sec. 12911. PPS-exempt hospital adjust-

ment.
Sec. 12912. Hospital physician education re-

coupment.
Sec. 12913. University-afflllated nursing

education programs.
Sec. 12914. CommunIty health centers and

rural health clinics.
Sec. 12915. Payment for crnas.
Sec. 12916. Partial hospitalization services

In community mental health
centers.

Sec. 12917. Rural blood laboratories.
Sec. 12918. Psychology services for Inpa-

tients.
Sec. 12919. End stage renal disease rates.
Sec. 12920. Sell-administration of erythro-

poietin (epo).
Sec. 12921. Part A premium.
Sec. 12922. RadIology services.
Sec. 12923. Expansion of hospice benefit.
Sec. 12924. Coverage of screening mAmmog-

raphy.
PART 3—MEDICARE PROGRAM COST

REDUCTIONS
Sec. 12931. Reduction In payments for phy-

sicians' services.
Sec. 12932. Interpretation of EKGs.
Sec. 12933. Coverage for seatllfts.
Sec. 12934. Reduction In payments for

TENS devices.
At the end of title XII, add the following:

Subtitle H—Human Resourer Amendments
SEC. 12701. SHORT TITLE; AMKNDMNT OF SOCIAL

SECURITY ACT.

(a) Saowr Tn'iz.—ThIs subtitle may be
cited as the "Human Resource Amendments
of 1990".

(b) AasrmMzIrr 0? Socw. SEccarrY Acr.—
Except as otherwise expressly provided,
wherever in this subtitle an amendment or
repeal is expressed in terms of an amend-
ment to, or repeal of, a section or other pro-
vision, the reference shall be considered to
be made to a section or other provision of
the Social Security Act.

PART 1—CHILD SUPPORT
ENFORCEMENT

SEC. 12711. EXTENSION OF fits INTERCEPT FOR
T4ON-APDC FAMILIES.

(a) Au'rnoan'y OP STATES To REQUEST
WITHHOLDING op Fmgiw. TAX Re,uins
PROM PESSONS Owixo P*s'r Dux Cim.o SUP-
PORT.—Sectiofl 464(aX2XB) (42 U.S.C.
664(aX2)(B)) is amended by strIking "Janu-
ary 1, 1991" and inserting "January 10,
1996".

(b) WrnmouINo OP FEDERAL T*x Rgrmms
*im Couzc'rIoN oP*s'r DUE CHILD SUPPORT
ON Basir op DISABLED Cien.n o, Airy Aoa,
AND 0? SpousAL SUPPoRT INCLUDED no
CHILD SUPPORT ORsaa.—.Section 464(c) (42
U.S.C. 664(c)) is amended—

(1) in paragraph (2), by striking "minor
child." and inserting "qualified child (or a
qualified child and the parent with whom
the child'is living if the same support order
includes support for the child and the
parent)."; and

(2) by adding at the end the following:
"(3) For purposes of paragraph (2), the

term qualified child' means a child—
"(A) who Is a m1nor or
"(BXi) who, while a minor, was deter-

mined to be disabled under title II or XVI;
and

"(ii) for whom an order of support Is In
force.".

(c) EFFECTIVE DATE.—The amendments
made by subsection (b) shall take effect on
January 1, 1991.

CONGRESSIONAL RECORD — HOUSE
SEC. 12712. EXTENSION OF (X)MMISSION ON INTER.

STATE CHIU) SUPPORT.
(a) RssuTH0RIzATI0N.—Section 126 of the

Family Support Act of 1988 (42 U.S.C. 666
note) is amended—

(1) In subsection (d)—
(A) In paragraph (1), by strIking "1990"

and InsertIng "1991"; and
(B) In paragraph (2), by strIking "1991"

and Inserting '1992";
(2) In subsection (e), by adding at the end

the following:
"(5)(A) Individuals may be appointed to

serve the Commission without regard to the
provisions of title 5 that govern appoint-
ments in the competitive service, without
regard to the competitive service, and with-
out regard to the classification system In
chapter 53 of title 5, United States Code.
The chairman of the Commission may fix
the compensation of the Executive Director
at a rate that shall not exceed the maxi-
mum rate of the basic pay payable under
GS-18 of the General Schedule as contained
in title 5, United States Code.

"(B) The Executive Director may appoint
and fix the compensation of such additional
personnel as the Executive Director consid-
ers necessary to carry out the duties of the
Commission. Such personnel may be ap-
pointed without regard to the provisions of
title 5, UnIted States Code, governing ap-
pointments in the competitive service, and
may be paid without regard to the provi-
sions of chapter 51 and subchapter III of
chapter 53 of such title relating to cla.ssifi-
cation and General Schedule pay rates.

"(C) On the request of the chairman, the
head of any Federal department or agency
may detail, on a reimbursable basis, any of
the personnel of such agency to the Com-
mission to assist the Commission in carrying
out its duties under this section without
regard to section 3341 of title 5, United
States Code."; and

(3) in subsection (fXl), by strIking "1991"
and inserting '1992".

(b) Evrsc'rivs DA'rx.—The amendments
made by subsection (a) shall take effect on
the date of the enactment of this Act.

PART 2—UNEMPLOYMENT
COMPENSATION

SEC. 12721. AMOUNTS TRANSFERRED TO STATE UN.
EMPLOYMENT COMPENSATION PRO-
GRAM ACCOUNTS.

(a) ALLOCATION 0? AMoUN'rs.—Pars.gral3h
(2) of section 903(a) (42 U.S.C. 1103(a)(2)) is
amended to read as follows:

"(2) Each State's share of the funds to be
transferred under this subsection as of any
October 1—

"(A) shall be determined by the Secretary
of Labor and certLfied by such Secretary to
the Secretary of the Treasury before such
date, and

"(B) shall bear the same ratio to the total
amount to be so transferred as—

"(i) the amount of wages subject to tax
under section 3301 of the Internal Revenue
Code of 1986 during the preceding calendar
year which are determined by the Secretary
of Labor to be attributable to the State,
bears to

"(II) the total amount of wages subject to
such tax during such year."

Ib) Uss op TRA3ISFERsED AM0UriTs.—Para-
graph (2) of sectIon 903(c) (42 U.S.C.
1103(c)(2)) is amended—

(1) by striking 'and" at the end of sub-
paragraph (C), and

(2) by striking so much of such paragraph
as follows subparagraph (C) and inserting
the following

"(DXI) the appropriation law limits the
total amount which may be obligated under
such appropriation at any time to an
amount which does not exoeed. at any such
time, the amount by which—
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"(I) the aggregate of the amounts trans-

ferred to the account of such State pursu'
ant to subsections (a) and (b), exceeds

"(II) the aggregate of the anlounts used
by the State pursuant to this subsection and
charged against the amounts transferred to
the account of such State, and

"(ii) for purposes of clause (i), amounts
used by a State for administration shall be
chargeable against transferred amounts at
the exact time the obligation is entered
into, and

'(E) the use of the money is accounted for
In accordance with standards established by
the Secretary of Labor."

(c) EFFEcTIvE DATE—The amendments
made by this section shall apply to fiscal
years beginning after the date of the enact-
ment of this Act.
SEC. 12722. PROHIBITION AGAINST COLLATERAL

ES1'OPPEL
(a) IN GFJOESAL.—Section 3304(a) of the In-

ternal Revenue Code of 1986 is amended—
(1) by striking out "and' at the end of

paragraph (17);
(2) by redesignating paragraph (18) as

paragraph (19): and
(3) by Inserting after paragraph (17) the

following new paragraph:
"(18) no finding of fact or law, judgment,

conclusion, or final order made with respect
to a claim for unemployment compensation
benefits pursuant to the State's unemploy-
ment compensation law may be conclusive
or binding or used as evidence in any sepa-
rate or subsequent action or proceeding in
another forum, except proceedings under
the State's unemployment compensation
law, regardless of whether the prior action
was between the same or related parties or
Involved the same facts."

(b) Emc.-rivs DATE.—
(1) IN GENERaL—Except as provided in

paragraph (2), the amendments made by
subsection (a) shall take effect on October
1. 1991.

(2) SPEcIAL am.s.—In the case of any State
the legislature of which has not been in ses-
sion for at least 30 calendar days (whether
or not successive) between the date of the
enactment of this Act and October 1, 1991,
such amendments shall take effect 30 mien-
dar days after the first day on which such
legislature is In session on or after October
1, 1991.

PART 3—SUPPLEMENTAL SECURITY
INCOME

SEC. 12731. EXCLUSION FROM INCOME AND RE-
SOURCES OF VICTIMS' COMPENSA-
TiON PAYMENTS.

(a) ExcLusioN PRou INCOML—Section
1612(b) (42 U.S.C. 1382a(b)) is amended—

(1) by striking "and" at the end of para-
graph (15);

(2) by striking the period at the end of
paragraph (16) and inserting "; and"; and

(3) by adding at the end the following:.
"(17) any amount received from a fund es-

tablished by a State to aid victims of
crime.".

(b) EXCLUSION PRoM REsOuRcEs.—Section
1613(a) (42 U.S.C. 1382b(a)) is amended—

(1) by striking "and" at the end of para-
graph (7):

(2) by striking the period at the end of
paragraph (8) and inserting "; and": and

(3) by adding at the end the following:
"(9XA) any amount received from a fund

established by a State to aid victims of
crime, to the extent that the recipient dem-
onstrates that such amount was paid as
compensation for expenses Incurred or
losses suffered as a result of a crime: and

"(B) any amount received from a fund de-
scribed in subparagraph (A) that is not ex-
cluded by reason of subparagraph (A) and Is
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unexpended, for the 9-month period b1n-
nine after the month In which received.".

(C) VIcTIMS C0MPESSATSON Awsan Nor Rz
QVtRES To Ba ATES as Co,iumow orRz-
CEIVING BLI!.r1r5—SectiOn 1631(a) (42
U.S.C. 1383a)) is amended by adding it the
end the following:

"(9) Benefits under this title shall not be
denied to any Individual solely by reason of
the refusal of the Individual to accept an
amount offered as compensation for a crime
of which the Individual was a victim.".

(d) TECTIYE DATL—The amendments
made by this section shall take effect for
months beginnIng 6 or more months after
the date of the enactment of this Act.
SEC. 12732. ATTAINMENT OF AGE 65 NOT TO SERVE

AS RASIS FOR TERMINATION OF ELi-
GIRU.1TY UNDER SECTION lsINb).

(a) IN OEIWL.—Sectlon 1619(b) (42
U.S.C. 1392h(b)) Is amended by striking
"under age 65".

(b) pzcTxvx -DATL—The amendments
made by subsection (a) shall apply with re-
spect to benefits payable for months begin-
ning 6 or more months alter the date of the
enactment of this Act.
SEC. 1273a EXCLUSION FROM INCOME OF IMPAIR-

• MENT-BELATED WORK EXPENSES.

(a) IN GENEIw...—Sectlon 1612(bX4XBXII)
(42 U.S.C. 1382a(bX4)(B)(tI)) Is amended by
striking "(for purposes of determining the
amount of his or her benefits under this
title and of determining his or her eligibility
for such benefits for consecutive months of
eligibility after the Initial month of such eli-
gibility)".

(b) Emcrivz Dara.—The amendment
made by subsection (a) shall apply to bene-
fits payable for calendar months beginning
after the date of the enactment of this Act.
SEC 12731. TREATMENT OP ROYALTIES AND HONG-

RARLA AS EARNED INCOME.

(a) IN Gssuax—Sectlon 1812(a) (42
U.S.C. 1382a(a)) is amended—

(1) In paragraph (1)—
(A) by striking "and" at. the end of sub-

paragraph (C); and
(B) by adding at the end the following:
"(E) any royalty earned from sell-employ-

ment in a trade or business, or by an Individ-
ual in connection with any publication of
the work of the Individual, and that portion
of any honorarium which Is received for
services rendered and"; and

(2) In paragraph (2XF) by Inserting "not
described In paragraph (1XE)" before the
period.

(b EFFEcTIvE DATL—The amendments
made by this section shall apply with re-
spect to benefits for calendar months begin-
ning 17 or more months after the date of
the enactment of this Act.
SEC. 12735. CERTAIN STATE RELOCATION ASSIST-

ANCE EXCLUDED FROM 881 INCOME
AND RESOURCES.

(a) Excx.usIoN FROM 1wawL—Sectlon
1612(b) (42 U.S.C. 1382a(b)), as amended by
section 12731(a) of this Act, is amended—

(1) by striking "and" at the end of para-
graph (16); -

(2) by striking the period at the end of
paragraph (17) and Inserting a semicolon;
and

(3) by inserUng after paragraph (17) the
following:

"(18) relocatIon assistance provided by a
State or local government to such Individual
(or such spouse), comparable to amistance
provided under title II of the Unl.forxn Relo-
cation Assistance and Real Property Acqul-
altiona Policies Act of 1910 which Is subject
to the treatment required by sectIon 218 of
such Act.".

(b) Excwsxoi FRoM RESOURom.—SectlOn
16134a) (42 U.S.C. 1382b(aJ), as amended by
sectIon 12131(b) of this Act, Is amended—

(1) by striking "and" at the end of para-
v'aph (7);

(2) by striking the period at the end of
paragraph (8) and Inserting a semicolon;
and

(3) by inserting after paragraph (8) the
following:

"(9) relocation assistance provided by a
State or local government to such Individual
(or such spouse), comparable to assistance
provided under title II of the Uniform Relo-
cation Assistance and Real Property Acqui-
sitions Policies Act of 1910 whIch is subject
to the treatment required by section 216 oX
such Act.".

(c) ErvscTIvs DATE.—The amendments
made by this section shall apply to benefits
payable for months beginning 6 or more cal-
endar months after the date of the enact-
ment of this Act
SEC. 11736. EVALUATION OF CHILD'S DISABIUTY

BY PEDIATRICIAN OR OTHER QUALI-
FIED SPEC1AUST.

(a) IN OENEItAL.—Sectlon 1614(aX3) (42
U.S.C. 1382c(aX3)) Is amended by adding at
the end the following:

"(H) In making any determination under
this title with respect to the disability of a
child who has not attained the age of 18
pears, the Secretary shall make reasonable
efforts to ensure that a qualified pedlatri-
clan or other Individual who specialIzes In a
field of medicine appropriate to the disabil-
ity of the child (as determined by the Secre-
tary) evaluates the child.".

(b) EFFEcTIVE DATL—The amendment
made by subsection (a) shall apply to deter-
minations made 6 or more months alter the
date of the enactment of this Act.
SEC. 12737. REiMBURSEMENT FOR VOCATiONAL RE-

HJ.BFLTrATT0N SERVICES RNlSHED
DURING CERTAIN MONTHS OP NON-
PAYMENT OP SUPPLEMENTAL SECU.
arry Ugx)ME BENEFITS.

(a) IN GlxRAL.—8ectlon 1815 (42 U.S.C.
1382d) Is amended by adding at the end the
following:

"(e) The Secretary may reimburse the
State agency described In subsection (d) for
the costs described therein Incurred In the
provision of rehabilitation services—

"(1) for any month for which an individ-
ual received—

"(A) benefits under section 1611;
"(B) assistance pursuant to section

1619(b): or
"(C) a federally administered State sup-

plementary payment under section 1616:
and

"(2) for any month before the 13th con-
secutIve month for which an Individual, for
a reason other than cessation of disability
or blindness, was Ineligible for—

"(A) benefits under sectIon 1611;
"(B) federally administered State supple-

mentary payments under any agreement en-
tered Into under sectIon 1616(a);

"(C) benefits under section 1619' and
"(D) federally administered State supple-

mentary payments under any agreement en-
tered Into under section 212(b) of Public
Law 93-66.".

(b) EFFECTIVE DAs'E.—The amendment
made by subsection (a) shall take effect on
the date of the enactment of this Act and
shall apply to claims for reimbursement
pending on or alter such date.

PART 4—AID TO FAMILIES WITH
DEPENDENT CHILDREN

SEC. 11741. Of"TIOf4AL MONTHLY REPORTING AND
SZTRO8PECTIVE BUDGETING.

(a,) Orrioi*a Moirrss.y Rss'ORTmc.—SeC-
Lion 402(a)(14) (42 U.S.C. 602(a)t14)) Is
amended-

(1) by striking "with respect to" and all
that follows through "(A) provide" and
insert "provide, at the option of the State
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and with respect to such category or catego-
vies as the State may select and Identify In
Its State plan (A)":

(2) by striking "(with the prior approval
of the Secretary In recent work history and
earned Income cases)"; and

(3) by striking "upon a determination"
and all that follows through "paragraph".

(b) OPTIonAL RmosrnVE BuDGrINO.—
Section 403(aXl3) (42 U.S.C. 602(aRl3)) Is
amended by striking all that precedes sub-
paragraph (A) and Inserting the following:

"(13) at the option of the State, but only
with respect to any one or more categories
of families required to report monthly to
the State agency pursuant to paragraph
(14). provide that—".

(c) Erracriv Darr.—The amendments
made by this section shall take effect with
respect to reports pertaining to, or aid pay-
able for, months beginning In or after Octo-
ber 1990.
SEC. 12742. CHILDREN RECEIVING FOSTER CARE

MAINTENANCE OR ADOPTiON ASSIST-
AlICE PAYMENTS NOT TREATED AS
MEMBER OF FAMILY UNtT FOR FUR-
POSES OF DETERMINING ELIGIBILITY
FOR, OR AMOUNT OF, AFDC BENEFIT.

(a) Iii OENERAL.—Part A of title IV (42
U.S.C. 601 et seq.) Is amended by Inserting
after sectIon 408 the following:
SEC. 418. EXW!SION FROM AFDC UNIT OF CHILD

FOR WHOM FEDERAL, STATE, OR
LOCAL FOSTER CARE MAINTENANCE
OR ADOPTION ASSiSTANCE PAYMENTS
ARE MADE.

"Notwithstanding any other provision of
this title, a child with respect to whom
foster care maintenance payments or adop-
tion assistance payments are made under
part E or under State or local law shall not.
for the period for which such payments are
made, be regarded as a member of a family
for purposes of determining the amount of
benefits of the family under this part, and
the Income and resources of such child shall
be excluded from the income and resources
of a family under this part unless, In the
case of a child with respect to whom adop-
tIon assistance payments are so made, such
exclusion would reduce the benefits of the
family under this part.".

(b) CoNFoRMING Rn'w..—SectIOn 478 (42
U.S.C. 678) Is hereby repealed.

(C) Errxcvivx DATL—The amendment
made by subsection (a) and the repeal made
by subsection (b) shall take effect on the
first day of the 7th calendar month begin-
ning after the date of the enactment of this
Act
SEC. 12743 AMINATION OP TREM 'LEGAL CUAWD-

IAN".
(a) IN Gawxaai..—SeCtlon 402(aX39) (42

U.S.C. 6O2(a)(39)) Is amended—
(1) by striking "or legal guardian"; and
(2) by striking" or legal guardians".
(b) EpTscTiVE D*it.—The amendments

made by subsection (a) shall take effect on
the date of the enactment of this Act
SEC. 1374*. REPORTING OP CHILD ABUSE AND NE-

GLECT.
(a) CoI*cERNTNG APDC ArPucAl*TS sD Rs-vIyI.-
(1) IN GKNERAL.—SeCtIon 402(aXl6) (42

uSC. 602(aXl.6)) Is amended to read as fol-

"(16) provide that the State agency will—
"(A) report to an appropriate agency or

official, known or suspected Instances of
physical or mental Injury, sexual abuse or
exploitation, or negligent treatment or mal-
treatment of a child receiving aid under this
part by a person who Is responsible for the
child's welfare under circumstances which
Indicate that the child's health or welfare is
threatened thereby; and
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"(fl) provide such Information with re-

spect to a situation described in subpara-
graph (A) aa the State agency may have;".

(2) Cowroiixc A)aNDMElcrs.—8ection
402a)(9) (42 U.8.C. 602(a)(9)) Is amended—

(A) in subparagraph (C), by striking
"and"; md

(B) by Inserting ", and (E) reporting and
providing information pursuant to para-
graph (16) to appropriate authorities with
respect to known or suspected child abuse
or neglect" before the 1st semicolon.

(b) CoNCERNING RECIPIENTS 0? FosTER
CAni on ADorrIoN Ass

(1) IN GENXRAL.—8ection 471(aX9) (42
U.8.C. 671(aX9)) 13 amended to read as fol-
lows:

"(9) provides that the State agency will—
°(A) report to an appropriate agency or

official, known or suspected Instances of
physical or mental Injury, sexual abuse or
exploitation, or negligent treatment or mal-
treatment of a child receiving aid under
part B or this partby a person who Is re-
8pOnsible for the child's welfare under cir-
cumstances which Indicate that the child's
health or welfare Is threatened thereby; and

"(B) provide such Information with re-
pect to a situation described In subpara-
graph (A) as the State agency may have;".

(2), CONFORU!NG AMKNDMZNT5.—Section
402(aX8) (42 U.S.C. 602(a)(8)) Is amended—

(A) In subparagraph (C), by striking
"and": and

(B) by Inserting 0, and (E) reporting and
providing Information pursuant to para-
graph (9) to appropriate authorities with re-
spect to known or suspected child abuse or
neglect" before the 1st semIcolon.

(c) EFp'EcrIvE DAm.—The amendments
made by thIs section shall take effect on the
date of the enactment of thIs Act.
SEC. 1274& DISCLOSURE OF INFORMATION ABOUT

AFDC APPLICANTS AND RECIPIENTS
AUTHORIZED FOR PURPOSES DIRECT.
LY CONNECTED TO STATE POSTER
CARE AND ADOPTION ASSISTANCE
PROGRAMS

(a) IN G&..—8ection 402(aX9)(A) (42
U.8.C. 602(a)(9)A)) Is amended by striking
"or D" and Inserting ", D.or E".

(b) EYTEcrIvE DAn.—The amendment
made by subsection (a) shall take effect on
the date of the enactment of this Act.
SEC. I274 REPATRIATION.

(a) Ii. Gri..—8ection 1113 (42 U.S.C.
1313) Is amended—

(1) in subsection (d), by striking "on or
after October 1, 1989" and InsertIng "after
September O, 1991"; and

(2) by adding at the end the followlnr
'(e)(1) The 8ecretary may accept on

behalf of the United States gUts, in cash or
in kind, for use in carrying out the program
established under this section. Gifts in the
form of cash sha]1 be credited to the appro-
priation account from which this program Is
tunded and shall remain available until ex-
pended.

"(2) Oifts accepted under paragraph (1)
shall be available for obligation or other use
by the United States only to the extent and
in the amounts provided in appropriation
Acts ".

(b) mcriv Dn.—The amendments
made by subsection (a) shall take effect on
the date of the enactment of thIs Act.
SEC. 12717. TECHNICAL AMENDMENTS TO NATION.

AL COMMISSION ON ChILDREN.
Section 1139 (42 U.8.C. 1320b-9) Is amend-

ed-
(1) in subsection (d)—
(A) by striklig "March 31, 1991" and in-

serting "September 1, 1990"; and
(B) by striking "September 30, l99O' and

Inserting "March 31, 1991"; and
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(2) in 5ubsection (eX4)(B), by atrtklng

"September 30, 1990" and inserting 'March
31, 1991".

- PART 5—CHILD WELFARE AND
FOSTER CARE

SEC. 12751. ACCOUNTING FOR ADMINISTRATIVE
COS7

(a) RECLAssITIcATToN.—Section 474(a)(3)
(42 U.S.C.. 674) Is amended by Inserting
'provision of child placement erv1ces and"

after "proper and efficient".,
(b) Emcrivz DAn.—The amendment

made by subsection (a) shall take effect on
the date of the enactment of thIs Act.
SEC. 12752. SECTION 427 TRIENNIAL REVIEWS

(a) AaiIn7Jm TO Swrzoi. 10406 or
OBRA 1989.—Section 10406 of the Omnibus
Budget Reconciliation Act of 1989 (42 U.S.C.
627 note) Is amended—

(1) by strIking "1991" and Inserting
"1992";

(2) by striking "1990" and Inserting
"1991": and

(3) in the section headIng, by striking
"1990" and Inserting "1991".

(b) C0NP0IUUNG AJLENDMKNT.—The item
relating to section 10406 in the table of con-
tents appearing Immediately after section
10000 of such Act Is amended by striking
"1990" and Inserting "1991".
SEC. 12753. KXTEN8ION OF SERVICES UNDER THE

INDEPENDENT LIVI?4G PROGRAM.
(a) AUrB0BITY or STArES TO INCREAsE

MAxruM AG! or PA1ncipA1r8 IN DEPEND
fliT LIVING INITIATIVES PROGRAMs TO NOT
Mo 'FRAN 21.—8ection 477(a)(2)(C) (42
U.S.C. 677(a)(2)(C)) Is amended by striking
"end of the 6-month period beginning on
the date of the discontinuance of such pay.
ments or care" az4 Inserting "child has at-
tained the age of 21 years".

(b) Emcrzvz DA.—The amendment
made by 8ubsection (a) Shall apply to pay-
ments made under part E of title IV of the
Social 8ecuilty Act for fIscal years begin-
ning with or after fIscal year 1991.

Subtitle I—Old-Age, SurvIvors, and Disability
Inuranee

8EC. 12801. CONTINUATION OF DISABILITY BENE.
FITS DURING APPEAL.

Subsection (g) of section 223 of the Social
8ecuilty Act (42 U.S.C. 423(g)) Is amended—

(1) in paragraph (iXi), by Inserting "or"
after "heazing,", and by striking "pending,
or (Ui) June 1991." and Inserting "pending.";
and

(2) by striking paragraph (3).
SEC. 1*802. REPEAL OF SPECIAL DISABILITY

STANDARD FOR WIDOWS AND WIDOW-
ER&

(a) lic GiIix..—8ection 223(dX2) of the
Social 8ecurfty Act (42 U.S.C. 423(d)(2)) Is
amended—

(1) in 8ubparagraph (A), by striking
"(except a widow, surviving divorced wife,
widower, or surviving divorced husband for
purposes of section 202(e) or (f))";

(2) by striking subparagraph (B); and
(3) by redeslgnating subparagraph (C) as

subparagraph (B).
(b) CONFORMING AIWcDMZNTS.—
(1)The third sentence of section 216(i)U)

of such Act (42 U.8.C. 416(iXl)) Is amended
by striking °(2XC)" and Inserting "(2XB)".

(2) 8ection 223(fX1XB) of such Act (42
U.8.C. 423(fXlXB)) Is amended to read as
follows:

"(B) the individual is now able to engage
in subtantlal gainful activity; or';.

(3) SectIon 223(fX2XAXU) of such Act (42
U.8.C. 423fX2XAXU)) Is amended to read aa
follow -

"(U) the individual Is now able to engage
in substantial gainful activity, or".

(4) 8ection 223(fX3) of such Act (42 U.S.C.
423(fX3)) t amended by striking "there-

October 16, 1990
fore—" and all that follows and Inserting
"therefore the Individual Is able to engage
-in substantial gainful activity; or".

(5) 8ection 223(f) of such Act Is further
amended, in the matter following paragraph
(4), by striking "(or gainful activity in the
case of a widow, surviving divorced wife,
widower, or surviving divorced husband)"
each place it appears.

(c) TRANSITIONAL Rux.Es RELATING TO MED-
ICAID MTh MEDICARE .IGIBIUTY.—

(1) DETERMINATION OF MEDICAID !LIGIBIL-
irv.—8ection 1634(d) of such Act (42 U.S.C.
1383c(d)) Is amended—

(A) by redesignating paragraphs (1) and
(2) as subparagraphs (A) and (B), respective-
ly:

(B) by striking "(d) If any person—" and
Inserting "(d)(1) ThIs subsection applies
with respect to any person who—";

(C) in subparagraph (A) (as redesignated),
by striking "as required" and all that fol-
lows through "but not entitled" and Insert
ing 'being then not entitled";

(D) in subparagraph (B) as redesignated),
by striking the comma at the end and in.
serting a period; and

(E) by 8trlklng "such person shall" and all
that follows and Inserting the following new
paragraph:

"(2) For purposes of title XIX, each
person with respect to whom thIs subsection
applies—

"(A) shall be deemed to be a recipient of
supplemental security income benefits
under this title If such person received such
a benefit for the month before the month in
which such person began to receive a bene-
fit described in paragraph (1XA), and

"(B) shall be deemed to be a recipient of
State supplementary payments of the type
referred t. in section 1616(a) of thIs Act (or
payments of the type described in section
212(a) of Public Law 93-66) which are paid
by the Secretary under an agreement re-
ferred to in such section 1618(a) (or in sec-
tion 212(b) of Public Law 93-88) If such
person received such a payment for the
month before the month in which such
person began to receive a benefit described
in paragraph (1)(A)
for so long a such person (i) would be eligi-
ble for such supplemental secuilty income
benefits, or such State supplementary pay-
ments, in the absence of benefits described
in paragraph (1)(A), and (U) Is not entitled
to hospital Insurance benefits under part A
of title XVIII.".

(2) INCLU5I0N 0? aIONTES OF SSI ZUGIBIL-
ITY WITHIN 5-MONTH DISABILITY WAITING
PERIOD AND 24-aio MEDICARE WAITING
PERIOD.—

(A) WiDow's BzriiS BASED ON DISABIL-
x'ry.—Section 202(e)(5) of the Social 8ecuil-
ty Act (42 U.S.C. 402(eX5)) Is amended—

(i) in subparagraph (B), by 8triklng '(i)"
and "(Li)" and inserting "(I)" and "(H)", re-
spectively;

(U) by redeslgnatlng 8ubparagraphs (A)
and (B) as clauses (i) and (U), respectively;

(ill) by Inserting "(A)" after "(5)"; and
(iv) by adding at the end the following

new subparagraph:
"(B) For purposes of paragraph (1XF)(i),

each month in the period commencing with
the first month for which such widow or
surviving divorced wife Is first eligible for
supplemental 8ecullty income benefits
under title XVI, or State supplementary
payments of the type referred to in section
1616(a) (or payments of the type described
in aection 212(a) of Public Law 93-66) which
are paid by the 8ecret.ary under an agree-
ment referi-ed to in section 1616(a) (or in
aection 213(b) of Public Law 93-66), 8hall be
included as one of the months of such wait-
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ing period for which the requirements of t section 21a) of Publià Law 93-66) whIch (A) by leserting "(I)" titer "(h)(1XA)"
subparagraph (A) have been met.", are paid by the Secretary under an agree- and

(B) Winowsas smin'a aa oa a1aaai- meat referred to In such section 1616(a) (or (B) by striking 'If such courts" In the
.rry.—Sect4on 20'2(f)(6) of such Mi, (42 In section 212(b) of Public Law 93-66), for second sentence and Inserting the following:
U.&C. 402(f)(6)) Is amended— the month for which all requirements of "(Ii) If such courts" and

Ii) In subparagraph (B), by striking "(I)" .ragraph (1) for entitlement to benefIts (2) in subparagraph (B)—
and "(II)" and Inserting "(I)" and "(U)", To- under this subsection (other than being (A) by IneerUng "(I)" alter "(B)";
spectively; a disability) ire met.". (B) by striking "The provisions of the pre-

(II) by redesignathig subp&ragraphs (A) (e) EFFSCTIU DATL— ceding sentence" in the second sentence and
and (B) as clauses (1) and (II), respectively; (1) ii ensssai..—The amendments made Inseiting the following:

(III) by Inserting "(A)" alter "(6)"; and by this section (other than paragraphs (1) "(II) The peovislons of clause (I)";
(lv) by adding at the end the loflowing (C)) shall apply (C) by striking "(I) if another" In the'P- ' with respect to monthly Insurance benef Its second sentence and all that follows
"(B) For purposes of paragraph (1', for mantha alter December' 1990 for which through "or (flY';

each month in the period commencing with apphcatloos are 'filed on or after January 1, (D) by striking 'The entitlement" in the
the first month for which such widower or 1991, or are pndlng on such date. The third sentence and Inserting the followlng
surviving divorced husband is first eligible amendments made by subsection (c)(1) shall "(ill) The entitlement";for supplemental security Income benefits ,. with respect to medical assistance () by striking "subsection (b), (C), (e), (f),
under title XVI, or State supplementary provided after December 1990. The amend- or (gY' in the third sentence and insertingpayments of the type referred to In section menlo made by subsection (cX2)(C) shall 'subsection (b) or (c)',
1618(a) (or payments of the type described
in section 212(a) of Public Law 9346) whIch

apply with respect to items and services fur- (F) by striking "wife, widow, husband, or

are paid by the Secretary under an agree nished alter December 1990. widower" the first place ft appears in the
ment referred to in section 1616(a) (or in (2) APPLIcATION IEQUEREJTS TON omTAIN third sentence and Inserting "wife or hus-
lection 212(b) of Public Law 93-66), shall be INDIVIDUALS ON w!fl'IT 1OLLS.—Ifl the case band";
Included as one of the months of such of any individual who— (0) by striking "(I) in which" in the third
Ing period for which the requirements of (A) Is entitled to disability Insurance bone- sentence and all that follows through "in
subparagraph (A) have been met". fiti under sectIon 223 of the Social Security which such applicant entered" and Inserting

(C) MEDICARe BVrEFITS.—Section 226(eX 1) Act for December 1990 or iseilgible for sup- "in which such person enters";
of such Act (42, U.S.C. 426(eX 1)) is amend- plemental security income benefits under (H) by striking "For purposes" In the

et— title XVI of such Act, or State supplement,a- fourth sentence and Inserting the following:
(I) by redesignatlng subpaza,grapha (A) ry payments of the type referred to in 5cc- "(iv) For purposes";

and (B,) as clauses (I) and (II), respectively; LIon 1616(a) of such Act (or payments of the
(ii) by Inserting "(Ar' after "(cxl)'!; and' type described in section 212(a) of Public
(ill) by adding at the end the following Law 93-68) which are paid by the Secretary

new subparagraph: ' under an agreement referred to in such icc-
"(B) For purposes of subsection Lion 1616(a) (or In 'section 212(b) of Public

(b)(2)(AX111), each month in the period corn- Law 93-66), for January 1191,
mencing with the first, month for which an B) applied for widow's or widower's lnsur-
IndivIdual is first eligible for supplemental ance benefits under subsection (e) Or (I) of
security Income benefits under title' XVI, or sectIon 202 of the Social Security Act during
State supplementary payments of the type 1990,' and
referred to in section 1618(a) of this Act (or (C) is not entitled to such benefits under
payments of the type described in section such subsection (e) or (f) fOr any month on
212(a) of Public Law 93-66) which are paid the basis of such application by reason of
by the Secretary under an agreement re- the definition of disability under section
ferred to in sectIon 1616(a) (or in section 223(d)(2XB) of the Social Security Act (as in
212(b) of Public Law 93-66), shall be luclud- effect Immediately before the date of the
ed as one of the 24 months for which such enactment of this Act), and would have
individual must have been entitled to been so entitled for such month on the basis
widow's or widower's insurance benefits on of such application lithe amendments made
the basis of disability 'in order to become en- by this section had been applied with re-
titled to hospital Insurance benefits on that spect to such application,
basl&".

(d) DEEHED Dis*snai-r
for purposes of determining such individ-
ual's entitlement to such benefits under

ENTITLEMENT TO WiDow's AMD WIDOWER'S subsection (e) or (f) of sectIon 202 of the
InsukAirce Bnirrs roe WIDows AND Win- Social Security Act for months after Decem-

(1) WiDow's INSURANCE SEN—IS —Section
ber 1990, the requirement of paragraph

202(e) of such Act (42 U.S.C. 402(e)) 'Is (1MCXI) of such subsection shall be deemed
to have been metamended by adding at the end the following

new paragraph Sec. 12803, DEPENDENCY REQUIR MENU APPUCA-

"(9) An individual shall be deemed to be iLE TO A O1ThD ADOPI'ED DY A SVL

under a disability for purposes of paragraph . SPOUSE.

(1XBX11) 11 such individual is eligible for (a) 1w OeNERAL.—Section 216(e) of the
supplemental security Income benefits 8odl Security Act (42 US.C. 416(e)) Is

under title xvi. or' State supplementary amended In the second sentence—
payments of the type referred to in section (1) by striking "at the time of such indi-
'1816(a) (or payments of the type described vidual's death living in such individual's
In section 212(a) of Public Law 93-66) which household" and Inserting "either living with
are paid by the Secretary under an agree- or receiving at least one-half of his support
ment referred to In section 1616(a) (or in from such Individual at the time of such in-
section 212(b) of Public Law 93-66), for .dividusl' death" and
month for which all requirements of p (2) by striking"; except" and all that fol-
graph (1) for entitlement to benefits under lows and Inserting a period.
this subsection (other than being under a (b) Errscrrvc DA'ra.—The amendments
disability) are met", '

' made by this section shall apply with re-
(3) Wwowsa's rassusw azrs.—Sec- spect to benefits payable for months after

tlon 202(f) of such Act (42 U.S.C. 402(f))' is December 1990, but only on the basis of ap-
amended by adding at the end the following pIlcatlons filed after December 31, 1990.
new paragraph: , ' Sec. 12054. ENTITLEMENT TO 9ENEPITh OF DEEMED

"(9) An Individual shall be deemed to. be ' SPOUSE AND LEGAL SPOUSE.
under a disability for purposes of paragraph (a) COSflINUER ENTITLEMENT OF Dxn
(1MB XII) if such Individual Is eligible for Spousa DmPxrz ENTITLEMENT 0? LacaL
supplemental security income benefits SPougL--Sectión 216(hXl) of the Social Se-
under title XVI, or State supplementary curity Act (42 U.SC. ,416(hMl)) Is amend-
payments of the type referred to in section ed—
1616(a) (or payments of the type described (1) in subparagraph (A)—

and
(I) by strIking "(1)" and "(U)" in the

fourth sentence and Inserting "(I)" and
"(fl)", respectively.

(b) TREATMENT OF DIVORCE EN THE CONTEXT
OF INVALID MA&axAcz.—SectlOn
216(hX1XBX1) of such Act (as amended by
subsection (a)) Is further amended—

(1) by striking. "where under subsection
(b), (C), (f), or () such applicant Is not the
wife, widow, husband,.or widower of such in-
dividual" and Inserting "where under sub-
section (b), (c), Cd), (f), or () such applicant
Is not the wile, divorced wife, widow, surviv-
ing divorced wife, husband, divorced 'hus-
band, widower, or surviving divorced hus-
band of such Individual";

(2) by striking "and such applicant" and
all that follows through "files the applica-
tion,";

(3) by striking "subsections (b), (c), (f),
and (g)" and inserting "sUbsectIons (b), (c),
(d), (f), and (g)"; and

(4) by adding at the end the following new
sentences: "Notwithstanding the preceding
sentence, In the case of any person who
would be deemed under the preceding sen-
tence a wife, widow, husband, or widower of
the insured individual, such marriage shall
not be deemed to be a valid marriage unless
the applicant and the Insured individual
were living in the same household at the
time of the death of the insured individual
or (If the Insured Individual' Is living) at the
time the applicant files the application. A
marriage that Is deemed to be a valid mar-
riage by reason of the preceding sentence
shall continue to be deemed a valid mar-
riage 11 the Insured individual and the
person entitled to benefits as the 'wife or
husband of the Insured individual are no
longer living in the same household at the
time of: the death of such insured individ-
uaL",

(C) TREATMENT or Mui.nnz ENTITLEMENTS
Usum Tee Farsn.v M*xiuini.—Sectlon
203(aX3) of such Act (42 U,&C. 403(a)(3)) Is
amended by adding after subparagraph (C)
the following' new subparagraph:

"(D) In any case in which—
"(I) two or more IndivIduals are entitled to

monthly benefits for the same month as a
spouse under subsection (b) or (c) of section
203, or as a surviving spouse under subsec-
tion (e). (í), (g) of sectIon 202,
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•(Ii) at least one of such Individuals Is en-

titled by reason of subparagraph (A)(ii) or
(B) of section 216(hXl), and

"(iiD such entitlements are based on the
wages and 8elf-employment Income of the
same Insured lndiv1dua,
the benefit of the entitled individual whose
entitlement is based en a valid marriage (as
determined without regard to subpara.
graphs (AXii) and (B) of section 216(h)(1))
to such Insured Individual Bhall, for such
month and all months thereafter, be deter-
mined without regard to this subsection,
and the benefits of all other Individuajs who
are entitled, for such month or any month
thereafter, to monthly benefits under ec
tion 202 based on the wages and self-em-
ployment Income of such Insured individual
shall be determined as if such entitled Indi-
vidual were not entitled to benefits for such
month.".

(d) CONPORMING AMENDMENt—Section
203(aR6) of such Act (42 US.C. 403aR6 is
amended by Inserting "(3)(D)," after
"(3)(C),".

e) EFFECTIVE DATL—
(1) IN GKNEB.AL—The amendments made

by this section shall apply with respect to
benelits for months after December 1990.

(2) TEEMINATED BENEFIcIARIEs AND DI.
vORC 5P0USEs—.In the case of mdi.
viduaLs whose benefits under title II of the
Social Security Act have been terminated
under section 216(hXl)(B) of such Act
before Jantiry 1. 1991. or who would be en-
titled to benefits under such title for any
month after December 1990 as a divorced
spouse or surviving dlvorcej spouse solely
by reason of the amendments made by this
8ection, the amendments made by this .
tion shall apply only with respect to bene-
fits for which application is filed with the
Secretary of Health and Human Services
after December 31, 1990.
SEC. IZS6. REPRESENTATIVE PAYEE REFORMS.

(a) IMpRov(g1qrs IN RFPRESINTATTVZ
PAYEE SLEcTxoiq RPCRUITMZNT j7()(.

(1) AIYTHORITY FOR CERTIFICATION 0? PAY-
MZNTS TO REpRESNTAflVZ PAYIIS—

(A) Ttmz Ix—Section 205(jX1) of the
Social Security Act (42 U.S.C. 405j is
amended to rea1 as follows:

"RPRSENtATIV PAYEES
"(J)(1) Ii the Secretary determines that

the Interest of any individual under this
title would be served thereby, certification
of payment of such Individual's benefit
under this title may be made, regardless of
the legal competency or Incompetency of
the Individual, either for direct payment to
the individual, or for his or her use and ben-
efit, to another individual or organization
with respect to whom the requirements of
paragraph (2) have been met (hereinafter in
this subsection referred to as the individ-
ual's 'representative payee'). If the Secre-
tary or a court of competent Jurisdiction de.
termines that a representative payee has
misused any Individual's benefit pald to
Buch representative payee pursiant to this
Bubsection or section 1631(aX2), the Secre-
tary shall promptly revoke certification for
payment of benefits to such representative
payee pursuant to this subsection and certi-
fy payment to an alternate representative
payee oi to the Individual.".

(B) Timz xvi.—
(i) Ii GENERAL—Section 1631(a)(2XA) of

Buch Act (42 U.S.C. 1383(aR2XA)) is amend-
ed to rea1 as follows:

"(2) PERSONS TO WHOM PAYME!TS MAY Z
XADL—

"(A) AUTHORITY TO MAKE PAYMNT8.—
"(i) PAYMENTS TO LIOIBLK IflDWIDUAI.8.—

Payments of the benefit of &ny individual
may be made to any Buch individual or to

the eligible 5pouse (if any) of such IndfVd.
ual or partly to each.

(li) PAYMENTS TO RZPBESZNTATIVE
PAY!zS.—

'(I) IN ozERA1..—Upon a determination by
the 8ecretary that the interest of such indi
vidual would be served thereby, or in the
case of any individual or eligible spouse re-
ferred to in section 1611(eX3XA), such pay-
ments shall be made, regardless of the legal
competency or Incompetency of the individ-
ual or eligible spouse, to another individual
who, or to a qualified organization (as de-
fined in subparagraph (DXii)) which, is in-
terested in or concerned with the welfare of
8uch individual and with respect to whom
the requirements of subparagraph (B) have
been met (in this paragraph referred to as
such individual's 'representative payee') for
the use and benefit of the individual or eli-
gible spouse.

"(II) MISUSE OF PAYMrrS.—If the Secre.
tary or a court of competent Jurisdiction de-
termines th&t the representative payee of
an individual or eligible spouse has misused
any benefits which have been paid to the
representative payee pursuant to subclause
(I) or 8ection 205(j)(1), the Secretary shall
promptly terminate payment of benefits to
the representative payee pursuant to this
subparagraph, and provide for payment of
benefits to the individual or eligible spouse
or to an alternative representative payee of
the individual or eligible spouse.".

(II) Coiponj&uo AMKNDMNT5.—5ection
1631(a)(2)(C) of such Act (42 U.S.C.
1383(aX2)(C)) is amended—

(I) in clause (i), by striking "a person
other than the Individual or spouse entitled
to such payment" and Inserting "represent-
ative payee of an individual or spouse";

(II) in clauses (Ii), (iii), and (iv), by strik-
ing other person to whom such payment is
made" each place it appears and Inserting
"representative payee"; and

(HI) in clause (v)—
(aa) by striking "person receiving payS

ments on behalf of another" and Inserting
"representative payee"; and

(bb) by striking "person receiving such
payments" and inserting "representative
payee".

(2) PROCEDURE FOR 8LZCTING RXPRZSNTA-
TIVE PATEES.—

(A) IN
(i) Ttmz n—Section 205(JX2) of such Act

(42 U.S C. 405(j)(2)) is amended to read as
follows:

"(2XA) Any certification made under
paragraph (1) for payment of benefits to an
individual's representative payee shall be
made on the basis of—

'(i) an investigation by the Secretary of
the person to serve as representative payee,
which shall be conducted in a1vance of such
certification and shall, to the extent practi.
cable, include a face-to-face interview with
the person to serve as representative payee.
and

"(II) a1equate evidence that such certifica
tion is in the interest of such individual (as
determined by the Secretary in regulations).

"(B)(i) As part of the investigation re-
ferred to in subparagraph (AXi), the Secre-
tary shall—

"(I) require the person beLng investigated
to Bubmit documented proof of the identity
of such person, unlesa Information estab.
Ushing such identity has been submitted
with an application for benefits under this
title or title XVI.,

"(II) verily such person's 8ocial security
socount number (or employer identification
number),

(III) determine whether such person has
been convicted of violation of section 208
or 1632, and
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'(IV) determine whether certification of

payment of benefits to such person has
been revoked pursuant to this subsection or
payment of benefits to such person has
been terminated pursuant to 8eCtion
1631(aX2XA)(IJXII) by reason of misuse of
fund8 pald as benefits under this title or
title XVI.

"UI) The Secretary shall establish and
maintaIn 2 centralized files, which shall be
updated periodically and which shall be in a
form which renders them readily retrievable
by each servicing office of the Social Securi-
ty Administration. Such files shall consist
of—

"(I) a list of the names and social security
account numbers (or employer identifica-
tion numbers) of all persons with respect to
whom certificatIon of payment of benefits
has been revoked on or after January 1,
1991, pursuant to this subsection, or with re-
spect to whom payment of benefits has been
terminated on or after such date pursuant
to 8ection 1631(a)(2), by reason of misuse of
fund8 pald as benefits under this title or
title XVI, and

"(II) a list of the names and social 8ecuri-
ty account numbers (or employer identifica-
tion numbers) of all persons who have been
convicted of a violation of section 208.
1107(a), 1128B, or 1632.

"(CXi) Benefits of an individual may not
be certified for payment to any other
person pursuant to this subsection if—

"(I) such person has previously been con-
victed as described in subparagraph
(B)(i)(III),

"(II) except as provided in clause (ii), cer-
tification of payment of benefits to such
person under this subsection has previously
been revoked as described in subparagraph
(B)(iXIV), or payment of benefits to such
person pursuant to 8ection 1631(a)(2)(AXiI)
has previously been terminated as described
in section 1631(a)(2XB)(iiXI)(dd), or

"(III) except as provided in clause (iii).
such person is a creditor of such individual
who provides such individual with goods or
services for consideration.

"Ui) The Secretary shall prescribe regula-
tions under which the Secretary may grant
exemptions to any person from the provi-
sions of clatise (iXIl) on a case-by-case basis
if such exemption is in the best interest of
the individual whose benefits would be paid
to such person pursuant to this subsection.

"(iii) Clause U)111) shall not apply with
respect to any person who is a creditor re-
ferred to therein if such creditor Is—

"(I) ft relative of such individual if such
relative resides in the household of such in-
dividual,

"(II) a legal guardian or legal representa-
tive of such individual,

"(HI) a facility that is licensed or certified
as a care facility under the law of a State or
a political subdivision of a State.

'(IV) a person who is an administrator,
owner, or employee of a facility referred to
in subclause 111 if such individual resides
in such facility, and the certification of pay-
ment to such facility or such person is made
only after good falth efforts have been
made by the local 8ervlcing office of the
Social Security Administration to locate an
alternative representative payee to whom
such certification of payment would serve
the best interests of such individual, or

"(V) an individual who is determined by
the Secretary, on the basis of written find-
ings and under procedures which the Secre-
tary shall prescribe by regulation, to be ac-
ceptable to 8erve as a representative payee.

(iv) The procedures referred to in clause
(IJiXV) shall require the individual who will
serve as representative payee to establis), to
the satisfaction of the Secretary, that—
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"(I) such Individual poses no risk to the

beneficiary,
'(II) the financial relationship of such In-

dividual to the beneficiary poses no substan-
tial conflict of interest, and

"(III) no other more suitable representa-
tive payee can be found.

"(D)(i) Subject to clause (ii), if the Secre-
tary makes a determination described In the
first sentence of paragraph (1) with respect
to any Individual's benefit and determines
that direct payment of the benefit to the In-
dividual would cause substantial harm to
the Individual, the Secretary may defer (in
the case of initial entitlement) or suspend
(in the case of existing entitlement) direct
payment of such benefit to the Individual,
until such time a.s the selection of a repre-
sentative payee is made pursuant to this
subsection.

'(iiXI) Except as provided in subclause
(II), any deferral or suspension of direct
payment of a benefit pursuant to clause (i)
shall be for a period of not more than 1
month.

(II) Subelause (I) shall not apply in any
case En which the individual is, as of the
date of the Secretarys determination, legal-
ly incompetent or under the age of 15.

'(lii) Payment pursuant to this subsection
of any benefits which are deferred or sus-
pended pending the selection of a represent-
ative payee shall be made to the individual
or the representative payee as a single sum
or over such period of time as the Secretary
determines is in the best interest of the indi-
vidual entitled to such benefits.

"(E)(i) Any individual who is dissatisfied
with a determination by the Secretary to
certify payment of such individuals benefit
to a representative payee under paragraph
(1) or with the designation of a particular
person to serve as representative payee shall
be entitled to a hearing by the Secretary to
the same extent as is provided in subsection
(b), and to Judicial review of the Secretary's
final decision as is provided in subsection
(g).

(ii) In advance of the certification of pay-
ment of an individual's benefit to a repre-
sentative payee under paragraph (1). the
Secretary shall provide written notice of the
Secretary's Initial determination to certify
such payment. Such notice shall be provid-
ed to such individual, except that, if such in-
dividual— -

(I) is under the age of 15.
'(II is an unemancipated minor under

the age of 18. or
(III) is legally incompetent,

then such notice shall be provided solely to
the legal guardian or legal representative of
such individual.

'(iii) Any such notice shall be clearly writ-
ten in language that is easily understs.nd-
able to the reader, shall identify the person
to be designated as such individuals repre-
sentative payee, and shall explain to the
reader the right under clause (i) of such in-
dividual or such individuals legal guardian
or legal representative—

"(I) to appeal a determination that a rep-
resentative payee is necessary for 8uch indi-
vidual,

(II) to appeal the desigiation of a par-
ticular person to serve as the representative
payee of such individual, and

(III) to review the evidence upon which
such desigiatIon is based and submit addi-
tional evidence.'.

(ii) TITLE xvi.—Section 1631a)(2)(B) of
such Act (42 U.S.C. 1383(aX2XB)) is amend-
ed to read as follows:

"(B) 5z12cTI0N 07 REPRtSENThTIVZ
PAYS.—

'(i) BASIS 7oR sL!cT1oN.—Any provision
made under subparagraph (A) for payment
of benefits to the representative payee of an
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individual or eligible spouse shall be made
on the basis of—

'(I) an investigation by the Secretary of
the person to serve u representative payee.
which shall be conducted before such pay-
ment. and shall, to the extent practicable,
include a face-to-face interview with the
person; and

'(II) adequate evidence that such pay-
ment is in the interest of the individual or
eligible spouse (as determined by the Secre-
tary in regulations).

(ii) ELEMENTS OF THE INVESTIGATION.—
"(1) IN GENERAL.—AS part of the investiga-

tion referred to in clause (i)(I), the Secre-
tary shall—

(aa) require the person being investigat-
ed to submit documented proof of the iden-
tity of such person, un'ess information es-
tablishing such identity was submitted with
an application for benefits under title II or
this title:

(bb) verily the social security account
number (or employer identification number)
of such person;

(cc) determine whether such person has
been convicted of a violation of section 208
or 1632: and

'(dd) determine whether payment of ben-
efits to such person has been terminated
pursuant to subparagraph (A)(ii)(II), and
whether certilication of payment of benefits
to such person has been revoked pursuant
to section 205j), by reason of misuse of
funds paid as benefits under title II or this
title.

'(II) MAINTETANCE OF R.EC0RDB.—The Sec-
retary shall establish and maintain 2 cen-
tralized files. each of Which shall be updat-
ed periodically and which shall be in a form
which makes such files readily retrievable
by each servicing office of the Social Securi-
ty Administration, containing—

'(aa) a list of the names and social securi-
ty account numbers (or employer identifica-
tion numbers) of all persons with respect to
whom payment of benefits has been termi-
nated on or after January 1. 1991. pursuant
to subparagraph (AXiiXII), or with respect
to whom certification of payment of bene-
fits has been revoked on or after such date
pursuant to section 205j), by reason of
misuse of funds paid as benefits under title
II or this title; and

(bb) a list of the names and social securi-
ty account numbers (or employer identifica-
tion numbers) of all persons who have been
convicted of a violation of section 208,
1107(a), 1128B, or 1632.

"(iii) DX5QUALIncATI0Ns.—Benefit.s of an
individual may not be paid to any other
person pursuant to subparagraph (A)(ii) if—

'(I) such person has previously been con-
victed as described in clause (ii)(I)(cc);

(II) except as provided in clause (iv). pay-
ment of benefits to such person pursuant to
subparagraph (AXii) has previously been
terminated as described in clause (ll)(I)(dd),
or certification of payment of benefits to
such person under eection 2 15(j) has previ-
ously been revoked as described in section
215(J)(2)(BXi)(IV); or

(UI) except as provided in clause (v),
such person is a creditor of the individual
who provides the individual with goods or
services for consideration.

'(iv) REGULATORY ZXflIPfloNs.—The Sec-
retary shall prescribe regulations under
which the Secretary may grant an exemp-
tion from clause (IiiXII) to any person on a
case-by-case basis If such exemption would
be in the best interest of the individual or
eligible spouse who8e benefits under this
title would be paid to such person pursuant
to subparagraph (AX ii).

"(v) ExMP'rIoNs FOR CERTAIN CRZDITOR5.—
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(I) IN GENIRIL—CauSe (IiiXIII) shall not

apply to any person who is a creditor of the
individual if the creditor is—

'(aa) a relative of the individual if such
relative resides in the household of such in.
dividual:

'(bb) a legal guardian or legal representa-
tive of the individual;

(cc) * facility that is 1hensed or certified
as a care facility under the law of a State or
a political subdivision of a State;

'(dd) a person who is an administrator,
owner, or emp1oee of a facility referred to
in clause (cc) if the individual resides in the
facility, and the payment of benefits under
this title to the facility or the person is
made only after good faith efforts have
been made by the local servidng office of
the Social Security Administration to locate
an alternative representatAve payee to
whom the payment of such benefits would
serve the best interests of the individual; or

(ee) an individual who is determined by
the Secretary, on the basis of written find-
ins and under procedures which the Secre-
tary shall prescribe by regulation. to be ac-
ceptable to serve as a representative payee.

(II) PROCEDURES APPLICABLE TO EXEMPTION
07 CERTAIN CREDITORS BY sECRETARY OF HH5.—
The procedures referred to in subclause
(I)(ee) shall require the individual who will
serve as representative payee to establish, to
the satisfaction of the Secretary. that—

'(aa) such individual poses no risk to the
beneficiary:

(bb) the financial relationship of such in-
dividual to the beneficiary poses no substan-
tial conflict of interest: and

"(cc) no other more suitable representa-
tive payee can be found.

(vi) DErRRAL 07 PAYMENTS IN CERTAIN
CA5S.—

(I) IN GNERAL.—Subject to subclause UI),
if the Secretary makes a determination de-
scribed in subparagraph (A)(ii)(I) with re-
spect to any individual's benefit and deter-
mines that direct payment of the benefit to
the individual would cause substantial harm
to the individual. the Secretary may defer
(in the case of initial entitlement) or sus-
pend (in the case of existing entitlement)
direct payment of such benefit to the indi-
vidual, until such time as the selection of a
representative payee is made pursuant to
this subparagraph.

(II) MAXIMUM DEFZRRAL PERIOD.—
'(aa) In G!:NERAL.—Except as provided in

subdivision (bb), any deferral or suspension
of direct payment of a benefit pursuant to
subclau.se (I) shall be for a period of not
more than 1 month.

'(bb) ExcxoNs.—Subdivision (aa) shall
not apply in any case in which the individ-
ual or eligible spouse Is, as of the date of the
Secretary's determination. legally incompe-
tent or under the age 15 years.

'(vii) RESUMPTION 07 PAYMIKTS.—PaYment
pursuant to this subparagraph of any bene-
fits which are deferred or suspended pend-
ing th& selection of a representative payee
shall be made—

'(I) to the representative payee upon such
selection; and

"(II) as a single payment, or over such
period as the Secretary determines is in the
best interests of the individual entitled to
such benefits.

"(viii) ADWINISTRATIVE AND JUDICIAL
REVIEW.—

"(I) IN GE,ItRAL—Any individual who is
dissatisfied with a determination by the Sec-
retary under subparagraph (A)(ii) to pay
such individual8 benefits under this title to
a representative payee. or with the selection
of a particular person to be the representa-
tive payee of the individual, shall be enti-
tled to a hearing by th Secretary. and to
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judicial review of the Secretary's final deci-
sion, to the same extent as Is provided In
subsection (C).

"(II) Noncs P0 PRECEDS FIRST PAYMENT TO
REPRESENTaTIVE PAYE&—Bef ore the first pay-
ment of an Individual's benefit to a repre-
sentative payee under subparagraph (AJ(&i),
the Secretary shall provide written notice of
the Secretary's Initial determination to so
make the payment. Such notice shall be
provided to—

"(aa) the legal guardian or legal repre-
sentative of the IndivIdual, 11 the Individual
has not attained the age of 15 years, Is an
unemancipated minor who has not attained
the age of 18 years, or Is legally incompe-
tent; or

"(bb) the Individual, In any other case,
"(Ifl) C0N'rzirrs op NOTIcE.—Any notice re-

ferred to in subclause (II) shall be clearly
written In language that is easily under-
standable to the reader, identify the person
selected to be the representative payee of
the individual, and explain to the rcader the
right under subclause (1) of the individual
or the legal guardian or legal representative
of the Indlvldual—

aa) to appeal a determination that a
representative payee Is necessary for the in-
dlvldual;

"(bb) to appeal the selection of a particu-
lar person to be the representative payee of
the individual; and

"(cc) to review the evidence upon which
the selection Is based and submit additional
evidence,".

(B) REPoRT ON FEASTBILflY OP OBTAINING
RZADT ACCESS TO CERTAIN CRIMINAL FRAUD
RECORDS.—As soon as practicable after the
date of the enactment of this Act, the Secre-
tary of Health and Human Services, In con-
sultation with the Attorney General of the
United States and the Secretary of the
Treasury, shall study the feaslbflity of as-
tablishing and maintaining a current list,
which would be readily available to local of-
fices of the Social Security Administration
for use in Investigations undertaken pursu-
ant to section 205(j(2) or 1631(a)(2)(B) of
the Social Security Act, of the names and
social security account numbers of individ-
uals who have been convicted of a violation
of section 495 of title 18, United States
Code. The Secretary of Health and Human
Services shall, !Iot later than July 1, 1991,
submit the results of such study, together
with any recommendations, to the Commit-
tee on Ways and Means of the House of
Representatives and the Committee on Fi-
nance of the Senate.

(2) PROVISION FOR COMPENSATION OF QUALI-
FIED ORGANIZATIONS SERvING AS REPRESENTA-
TIVE PAYS.—

(A) IN GENERAL—
(1) TITLE n.—Sectlon 205(1) of such Act (42

US.C, 405(j)) Is amended by redesignating
paragraph (4) as paragraph (5), and by in-
serting after paragraph (3) the following
new paragraph:

"t4XA) A qualified organization may col-
lect from an individual a monthly fee for ex-
penses (including overhead) incurred by
such organization in providing services per-
formed as such individual's representative
payee pursuant to this subsection If such
fee does not exceed the lesser of—

"(4) 10 percent of the monthly benefit in-
volved, or

"(ii) $25.00 permonth.
Any agreement providing for a fee In excess
of the amount permitted under this sub-
paragraph shall be void and shall be treated
as mIsuse by such organization of such indi-
viduals benefits.

"(B) For purposes of this paragraph, the
term 'qualified organization' means any
community-based nonprofit social service
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agency which Is bonded or licensed In each
State in which it serves as a representative
payee and which, In accordance with any
applicable regulaUons 01 the Secretary—

"(1) regularly provides services as the rep-
resentaUve payee, pursuant to this subsec-
tion or section 1631(a)(2), concurrently to 5
or more individuals, and

"Ui) demonstrates to the satisfaction of
the Secretary that such agency is not other-
wise a creditor of any such individual.

"(C) Any qualified organization which
knowingly charges or collects, directly or in-
directly, any fee in excess of the maximwn
fee prescribed under subparagraph (A) or
makes any agreement, directly or indirectly,
to charge or collect any fee in excess of such
maximum fee, shall be fined In accordance
with title 18, United States Code, or irnprls-
oned not more than 6 months, or both.

'(D) This paragraph shall cease to be ef-
fective on January 1, 1994?'.

(ii) TITLE xvI.—Section 1631(a)(2) of such
Act (42 U.S.C. 1383(aX2)) is amended—

(I) by redeslgnatlng subparagraph (D) as
subparagraph (E);

(II) by moving subparagraph (C) 4 ems to
the right: and

(lID by Inserting after subparagraph (C)
the followtn

'(D) LIMrrATION ON FEES 0? QITALITIED OR-
GANIZAISONS sERVING AS REPRESENTATIVE
PAYERS.—

"(i) MAXIIIfUM F-EEs.—A qualified organiza-
tion may collect from an Individual a
monthly fee for expenses (Including over-
head) incurred by such organization in pro-
viding services performed as such Individ-
ual's representative payee pursuant to sub-
paragraph (AX1I) if the fee does not exceed
the lesser of— -

"(I) 10 percent of the monthly benefit In-
volved, or

"(II) $25.00 per month.
Any agreement providing for a fee in excess
of the amount permitted under this clause
shall be void and shall be treated as misuse
by the organization of the individual's bene-
fits under this title.

"(ii) QvaiInm ORGANIZATION DEFINED—
For purposes of this subparagraph, the term
'qualified organization' means any commu-
nity-based nonprofit social service agency
which—

"(I) is bonded or licensed in each State in
which the agency serves as a representative
payee: end

'(fl) in aocordance with any applicable
regulations of the Secretary—

"(aa) regularly provides services as a rep-
resentative payee pursuant to subparagraph
(Axil) or section 205(jX4) concurrently to 5
or more individuals; and

"thb) demonstrates to the satisfaction -of
the Secretary that such person Is not other-
wise a creditor of any such IndividuaL

"(iii) PROHIBITION, PENAL-r-r.—Any quali-
fied organization which knowlngly charges
or collects, directly or Indirectly, any fee In
excess of the maximum fee prescribed under
clause (I) or makes any agreement, directly
or indirectly, to charge or collect any fee in
excess of such maximum fee, shall be fined
in accordance with tItle 18, United States
Code, or Imprisoned not more than 6
months, or both.

"(iv) TERMINATION.—Th1S subparagraph
shall cease to be effective on January 1,
1994.'

(B) STUDIES AI1D R5t'Oflh1S—
(I) REPORT ST SECRETARY Of HEALTH AND

HUMAN SER vICEs.—Not later than January 1,
1993, the Secretary of Health end Human
Services shall transmit a report to the Com-
mittee on Ways and Means of the House of
Representatives and the Committee on Fi-
nance of the Senate setting forth the

October 16, 1990
number and types of qualified organizations
which have served as representatIve payees
and have collected fees for such service pur-
suant to any amendment made by subpara-
graph (A). and

<Ii) REPORT IT COMPTROLLER GENERAL.—Not
later than July 1, 1992, the Comptroller
General of the United States shall conduct
a study of the advantages and disadvantages
of allowing qualified organIzations serving
as representative payees to charge fees pur-
suant to the amendments made by subpara-
graph (A) and shall transmit a report to the
Committee on Ways and Means of the
House of Representatives and the CommIt-
tee on Finance of the Senate setting forth
the results of such study.

(4) Sruzy RELATING TO FEASIBiLITY OF

SCREENING OP INDIvIDUALS WITH CRIMINAL
REC0RDs.—As soon as practicable after the
date of the enactment of this Act, the Sec-
retary of Health and Human Services shall
conduct a study of the feasibility of deter-
mining the type of representative payee ap-
plicant most likely to have a felony or mis-
demeanor conviction, the suitabIlity of indi-
viduals with prior convictions to serve as
representative payees, and the circum-
stances under which such applIcants could
be allowed to serve as representative payees.
The Secretary shall transmit the results of
such study to the Committee on Ways and
Means of the House of Representatives and
the Committee on Finance of the Senate
not later than July 1, 1992.

(5) EFFECTIVE DATES.—

(A) Us! AND SELECTION OP REPREsENTATIvE
PAYEES.—The amendments made by para-
graphs (1) and (2) shall take effect January
1, 1991. and shall apply only with respect
to-

(I) certifications of payment of benefits
under title H of the Social Security Act to
representatIve payees made on or after such
date: and

(ii) provisIons for payment of benefits
under title XVI of such Act to representa-
tive payees made on or after such date.

(B) COMPENSATION Of REPRESENTATIVE
PAYEES.—The amendments made by para-
graph (3) shall take effect July 1, 1991, and
the Secretary of Health and Human Serv-
ices shall prescribe Initial regulations neces-
sary to carry out such amendments not
later than such date.

(b) IMPROVEMENTS UI RECORDKEEPING AND
AUDITING REQUIREMENTS.—

(1) IMPROvED ACCESS TO CERTAIN INFORMA-
TION.—

(A) IN onI1n.a.—Section 205(j)(3) of the
Social Security Act Is amended—

(I) by striking subparagraph (B):
(Ii) by redesignating rubparagraphs (C),

(D), and (E) as subparagraphs (B). (C) and
(D). respectively:

(lii) in subparagraph (D) (as so redesignat-
ed), by striking "(A). (B). (C and (D)' and
Inserting "(A), (B). and (C)": and

(iv) by adding at the end the following
new subparagraphs:

"(E) The Secretary shall maintain a cen-
tralized file, which shall be updated periodi-
cally and which shall be in a form which
will be readily retrievable by each servicing
office of the Social Security Administration
of—

"(i) the address and the social security ac-
count number (Or employer identification
number) of each representative payee who
is receiving benefIt payments pursuant to
this subsection or section 1631(aX2), and

"(ii) the address and social security ac-
count number of each Individual for whom
each representative payee is reported to be
providing services as representative payee
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pursuant to this subsection or section
1631(a)(2).

"(F) Each servicing office of the Adminis-
tration shall maintain a list, which shall be
updated periodically, of public agencies and
community-based nonprofit social service
agencies which are qualified to serve as rep-
resentative payees pursuant to this subsec-
tion or section 1631(a)(2) and which are lo-
cated in the area served by such 5erlCix).g
office.".

(B) EFFECTIVE DATE.—The amendments
made by subparagraph (A) shall take effect
October 1, 1992, and the Secretary of
Health and Human Services shall take such
actions as are necessary to ensure that the
requirements of section 205(jX3)(E) of the
Social Security Act (as amended by subpara-
graph (A) of this paragraph) are 8attsfied as
of such date.

(2) STUDY RZL&TING TO MORE 8TRflIG
OV!R5IGHT OF HIGH-RISK RRE1TATIV!
PATEES.—

(A) IN GENzRL—As soon as prHcticable
after the date of the enactment of this Act,.
the Secretary of Health and Human Serv-
ices shall conduct a study of the need for a
more Stringent accounting system for high.
risk representative payees than Is otherwise
generally provided under sectiozi 205(jX3) or
1631(aX2)(C) of the Social Security Act.
which would include such additional report-
ing requirements, record matntenance re-
quirements. and other measures as the Sec-
retary considers necessary to determine
whether services are being appropriately
provided by such payees in accordance with
such sections 205(j) and 1631(aX2).

(B) Spcx. pRocuT(zs.—In such 5tudy,
the Secretary shall determine the appropri-
ate means of implementing more stringent,
statistically valid procedures for—

(i) reviewing reports which would be sub-
mitted to the Secretary under any system
described in subparagraph (A), and

(II) periodic, random audits of records
which would be kept under such a system.
in order to identify any Instances in which
hlgh-ilsk representative payees are misusing
payments made pursuant to section 205(j)
or 163 1(aX2) of the Social Security Act.

(C) HIGH-RisK RPRZ8V!TATIV PAYZE.—TFOr
purposes of this paragraph, the term "high-
risk representative payee" means a repre-
sentative payee under 8ection 205(j) or
1631(a)(2) of the Social Security Act (other
than a Federal or State Institution) who—

(i) regularly provides concurrent services
us a representative payee under such section
205(j), such section 1631(aX2), or both such
sections, for 5 or more tndivlduais who are
unrelated to such representative payee.

(11) is neither related to an individual on
whose behalf the payee is being paid bene-
fits nor livliig in the. same household with
8uch individual,

(ill) is a creditor of such individual, or
(iv) is in such other category of payees as

the Secretary may determine appropriate.
(D) RPoRT.—The Secretary 8hall report

to the Committee on Ways and Means of
the House of Representatives and the Com-
mittee on Finance of the Senate the resulta
of the study, together with any recommen-
dations, not later than July 1, 1991. Such
report shall tnclude an evaluation of the
feasibility and desirability of legislation Im-
plementing stricter accounting and review
procedures for high-risk representative
payees in all 8ervlcing offices of the Social
Security Adxnn1stration (together with pro-
posed legislative language).

(3) Dosmrnoi paoswrs Rfl.ATING TO
P1(OV1SZO1 0? I1PORMATIO1 TO LOCAL AQZNCIZS
P1(OVIDfl(Q CHILD MID ADULT PROTECTIVI SERV-
ICZS.—

(A) Iiq GENEIL&L.—As soon as practicable
alter the date of the enactment of this Act.
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the Secretary of Health and Human Serv- (2) EmcTIvE DAT.—The amendments
ices shall implement a demonstration made by paragraph (1) shall apply with re-
project under this paragraph tn each of not 8pect to annual reports issued for years
fewer than 2 States. Under each such after 1990.
project, the Secretary shall enter tnto an (3) FEASIBILITY STUDY REGARDING INvOLvE-
agreement with the State tn which the mvii OF DEPARM1Fr OF VETERA?4S AYFAIRS.—
project is located to make readily available. As soon as practicable after the date of the
for the duration of the project, to the ftp- enactment of this Act. Secretary of Health
propriate State agency, a listing of address- and. Human Services. jn cooperation with
es of multiple benefit recipients, the Secretary of Veterans Affairs, shall con-

(B) LIsTING OF ADDRESSES OF MVLTIPLZ BN duct a study of the feasibility of legislation
n•rr REcIPIENTS.—The list referred to in sub- designating the Department of Veterans AZ-
paragraph (A) shall consist of a current list fairs as the lead agency for purposes of se-
setting forth each address withirk the State lecting. appointtng, and monitoring repre-
at which benefits under title II. benefits sentative payees for tho8e tndivlduals who
under title XVI, or any combination of such recieve benefits paid under title II or XVI of
benefits are being received by 5 or more the Social Security Act and benefits paid by
dividuals. For purposes of this subpara• the Department of Veterans Affairs. Not
graph, in the case of benefits under title JI later, than 180 days after the date of the en-
all individuals receiving benefits on the actment of this Act, the Secretary of Health
basis of the wages and self-employment, and Human Services shall transmit to theIncome of the same individual shall be
counted as 1 tndlvidual.

• Committee on Ways and Means of the
(C) APPROPR1AT STATE AGENcY.—The

House of Representatives and the Commit-

propriate State agency referred to in sub- tee on Finance of the Senate a report set-
paragraph (A) is the agency of the State ting forth the results of such study, togeth-
which the Secretary determines is primarily er with any recommendations.
responsible for regulating care facilities op- SEC. 12806. FEES FOR REPRESENTATION OF CLAIM.

erated in such State or providing for child ANTS IN ADMINISTRATIVE PROCEED-

and adult protective services in such State.
(D) RzI'oRT.—The Secretary shall report (a) IN OENERAL—

to the Committee on Ways and Means of (1) TrrLE IL—Subsection (a) of section 206
the House of Representatives and the Com- of the Social Security Act (42 U.S.C. 406(a))
thlttee on Ftharice of the Senate concerning is amended—
8uch demonstration projects, together with (A) by inserting "(1)" after "(a)";
any recommendations, not later than July 1. (B) in the fourth sentence, by striking
1992. Such report shall include an\ evalua• "charged" and InserUng "recovered"; and
tion of the feasibility and desirability of leg- (C) by striking the fifth Sentence and all
islation Implementing the programs estab- that follows through "Any person who" in
Ushed pursuant to this paragraph on a per- the seventh sentence and Inserting the fol-
manent basis, lowlnr

(E) STA1.—For purposes of this P- "(2)(A)Ifl the case of a claim of entitle-
graph, the term State" means a State. inent to past-due benefita under this title.
cluding the entities included in such term a....
by section 210(h) of the Social Security Act "(i) an agreement between the claimant
(42 U.S.C. 410(h)). • and another person regarding any fee to be

(c) REPORTS TO THZ CoNGRESS. recovered by such person to compensate
(1)1w GENERAL— . such person for services with respect to the
(A) TITLE 1I.—8ection 205(jX5) of the claim is presented in wilttng to the Secre-

$c)j1 Security Act (as so redesignated by tary prior to the time of the Secretarys de-
subsection (a)(3XAXi) of this section) is termination regarding the claim.
amended to read as follows:

• "(ii) the fee specified in the agreement
"(5) The Secretary shall include as a r' does not exceed the lesser of—

of the annual report required under section "(I) 25 percent of the total amount of
704 thlormation with respect to the imple-
mentation of the preceding provisions of such past-due benefits (as determined

this subsection, including the number of
before any applicable reduction under sec-

cases tn which the representative payee was
tion 1127(a)). or

changed. the number of cases discovered "(H) 84.000. and
where there has been a misuse of funds. "(ill) the determination is favorable to the

how any such cases were dealt with by the claimant.
Secretary, the final disposition of such then the Secretary shall approve that agree-
cases, including any criminal penalties . ment at the time of the favorable determi-
posed, and such other information as the nation. and (subject to paragraph (3)) the
Secretary determines to be appropriate:'. fee specified in the agreement shall be the

(B) Tm.z xvi.—Sectlon 1631(a)(2)(E) of maximum fee. The Secretary may from
the Social Security Act (42 US.C. time to time increase the dollar amount
13S3(aX2)(E)). as so redesignated by subsec- under clause (IIXII) to the extent that the
tion (aX3)(A)(iiXI) of this section, is amend- rate of increase in such amount, as deter-
ed to read as follows: mined over the period stnce January 1, 1991.

"(E) INFORMATION ZQUTh TO BE tNc does not at any time exceed the rate of tn-
IN 8CTtON 704 RZPORT.—The Seretary crease in primary Insurance amounts under

• tnclude a a part of the annual report re section 215(i) since such date. The Secretary
quired under section 704 Information with 8hall publish any such increased amount tn
• respect to the implementation of the pre- the Federal Register.
ceding provisions of this paragraph, includ- "(B) For purposes of this subsection, the

term 'past-due benefi& excludes any bene-
• "(i) the number of cases in which the rep- fits with respect to which payment has been

resentative payee waa changed conttnued pursuant to section 223(g).
"(11) the number of cases diacovered where "(C) In the case of a claim with respect to

there has been a misuse of funds; which the Secretary has approved an agree-
"(ill) how any such cases were dealt with.. ment pursuant to subparagraph (A), the

by the Secretary; Secretary shall provide the claimant and
"(iv) the fInEJ disposition of such cases the person representing the claimant a writ-

(Including any criminal penalties imposed) ten notice of—
and "(i) the dollar amount of the past-due

"(v) such other Information as the Secre- benefits (as determined before any applica-
tary determneà to be appropriate.". ble reduction under section 1127(a)) and the
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dollar amount of the past-due benefits pay-
able to the claimant,

th) the dolr amount of the maximum
fee which may be charged or recovered as
determined under this paragraph, and

'(lH) a descriptIon of the procedures for
review under çs agreph (3).

(3)(A) The Secretary dali ptavlde by
regulation for review of the amount which
would otheswtie be the iax1mwn fee as de-
termined muler paragraph (2) If, wIthin 15
day, after recet of the notice pa-ovkled
punamnt to paragraph (IKC)—

"0) the hw&vt,, or the administrative
law je or ether adjudicator who made
the favorable determination. wabmiis twrit-
ten request to the Secretasy to reduce the
maiIun tee, or

'(II) the person representing the claimant
submits a written request to the Secretary
to Increase the maximum fee.
Any such review thall be emuluded after
prevldlng the ethimint, the person repro-
seztthg the ciolmant. and the adjudicator
with reasonable notice of stsch request and
an g,portuolty to submit written Informa-
tion In favor of or In opposition to auth re-
uest The adjudicator may request the Sec-

retary to reduce the maximum fee only on
the basis of evidence of the failure of the
person representing the claimant to repre-
sent adequately the claimant's Interest or
on the basis of evidence that the fee is clear-
ly excessive for services rendered.

"(B)(i) In the case of a request for review
under subparagraph (A) by the claimant or
by the person representing the claimant.
such review shall be conducted by the ad-
ministrative law judge who made the favor-
able determination or, if the Secretary de-
termines that such administrative law judge
Is unavailable or if the determination was
not made by en administrative law judge,
such review shell be conducted by another
person designated by the Secretary for such
purpose.

"(H) In the case of a request by the adjudi-
cator for review under subparagraph (A),
the review shall be conducted by the Secre-
tary or by an administrative law budge or
other person (other than such adjudicator)
who is designated by the Secretary.

"(C) Upon ocmplet of the review, the
administrative law 1dge or other person
conducting the review shall affirm or
modify the amount which would otherwise
be the maxbninn fee, Any such amount so
affirmed or modified shall be considered the
amount of the maximum fee which may be
recovered under paragraph (2). The decision
of the administrative law judge or other
person conducting the review ahail not be
subject to further review.

"(41(A) Subject to subparagraph (B), If
the aini"4 Is determined to be entitled t.
past-due benefits under this title and the
person representing the rigint M an at-
torney, the Secretary shall, notwithstanding
section 205W, certify for payment out 01
such past-due benefits (as determined
before any applicable reduction under sec-
tion 1127(a)) to such attorney an amount
equal to the maximum lee, but not In excess
of 25 percent of auth past-due benefits (as
determined before any applicable reduction
under section 1127(a)).

'(Th The Secretary shall not in any case
certify any amount for payment to the at-
torney purstmnt to this paragraph before
the expiration of the IS-day period referred
to in paragraph (3)(A) or. In the case of any
review conducted under paragraph (3),
before the completion of such review,

"(5) Any person who',
(2) Tmx XVL—Paragrapb (21(A) of sec-

tion 1631(d) of the Social Security Act (42
U.S.C. US3(4X2XA9 is amended to read as
followw
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"(2)(A) The provisions of sectIon 206(a)

(other than paragraphs (21(5) nd (4) there-
of) shall apply to this part to the same
extent as they apply in the case of title IL
and In so applying such provisions 4seetlon
1631(g)' shall be substituted for 'section
1127ar.".

(b) Paorwrrow or A'rroxwrrs ?mo Faow
O--np 881 Ssmi-s.—Subsect1on (a)
of section tIlT of such Act Is amended by
adding at the end the following new zen-
tenor 'A benefit under title II shall not be
reduced puuaflt to the preceding sentence
to the extent that any amount of such bene-
f It would not otherwise be available for pay-
ment in foil of the maximum fee which may
be i-ecoveied from such benefit by an attor-
ney pursuant to section 2O6(aX4'.".

Cc) LwrraTrrxoz 0? TRAVEL EXPENSES ron
Rzvazssscmrioa or CLMMAJrrS AT Aimuwns-
marnvs PaocsmIwGs—Section 201(j) (42
U.S.C. 401(3)), section 1431(h) (42 U.S.C.
1383(h)), and section I81'?(l) (42 U.S.C.
13951(l)) of such Act are each amended by
adding at the end the following new sen-
tence: 'The amount available for payment
under this subsection for travel by a repre-
sentative to attend an administrative pro-
ceeding before en administrative law judge
or other adjudicator shall not exceed the
maximum amount allowable under this sub-
section for such travel originating within
the geographic area of the office having ju-
risdiction over such proceeding?'.

Cd) Evrorrrvs DATL—The amendments
made by this section shall apply with re-
spect to determinations made on or after
January 1, 1991, and to reimbursement for
travel expenses Incurred on or after Janu-
ary 1, 1991.
SEC )!807. NOTICE REQIYIREMENrS.

Ca) RaQumzMxNts.—
Cl) Tmz IL—Section 205 of the Sodni Se-

curity Act (42 U.&C. 405) Is amended by In-
serting sites subsection (r) the following
new subsection:

"NOTB IODTS
"(s) The Secretary shall take such actions

as are necessary to ensure that any notice to
one or more individuals Issued pursuant to
this title by the Secretary or by a State
agency—

"(1) is written in simple and clear lan-
guage, and

"(2) includes the address arid telephone
number of the local office of the Social Se-
cuilty Administration which serves the re-
cipient.
In the case of any such notice which Is not
generated by a local servicing office, the re-
quirements of paragraph C2) shall be treated
as satisfied 11 such notice Includes the ad-
dress of the local office of the Social Securi-
ty Administration which services the recipi-
ent of the notice and a telephone number
through which such office can be reached.".

(2) Tuu xvz.—Sectlon 1831 Of such Act
(42 S.C. 1383) is mApd y adding at the
end the I olloWInW

"woesca aseumssrm
"(a) The 3esetary shall take inch actions

as am nscamazy to ensure that any notice to
era or se thdtvldtsals Issued purmant to
this Utie by the Secretary or by a State
agesmy-

"(1) is written In simple and clear lan-
guage, and

"(2) Includes the adth and telephone
ntnober of the iocal office of the Social Se-
curity Admlnhisatkss which aer the se-
ciplent
In the case of any such notice which Is not
generated by a local servicing office, the no-
quiretnents of paragraph (2) shall be treated
as satIsfied if such notice includes the ad-
dress of the local office of the Social Securi-
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ty Administration which services the recipi-
ent of the notice and a telephone number
through which such office can be reached.".

(hi £TTECTZVE Dana—The amendments
made by this section shall apply with re-
spect to notices Issued on or after January
1, 1991.
Sec. 5280& AP?'LICAaIUTY 0? ADMINISTEATIVE

am 31JD1CATA RELATED NOTICE RE-

(a) Is GENERAL.—
Cl) TITLE u,—Sectlon 205(b) of the Social

Security Act (42 U.S.C 405(b)) is amended
by adding at the end the following new
paragraph:

"(3)(A) A failure to timely request review
of an Initial adverse determination with re-
spect to an applJ.cation for any benefit
under this title or an adverse determination
on reconsideration of such an Initial deter-
mination shall not serve as a basis for denial
of a subsequent application for any benefit
under this title if the applicant demon-
strates that the applicant, or any other Indi-
vidual referred to In paragraph (1), failed to
so request such a review acting In good faith
relianoe upon Incorrect, incomplete, or mis-
leading Information, relating to the conse-
quences of reapplying for benefits In lieu of
seeking review of an adverse determination,
prcwed by any officer or employee of the
Social Security Administration or any State
agency acting under section 22L

"(B) Zn any notice of an adverse determi-
nation with respect to which a review may
be requested under paragraph Cl), the Sec-
retary shall describe In dear and specific
language the effect on possible entitlement
to benefits under this title of choosing to re-
apply In lieu of requesting review of the do-
termination.",

(2) Trrtx XvL—Section I43ICcXI) of such
Act (42 U.S.C 1383(cKl)) is amended—

(A) by Inserting "(A)" after "(cXi)"; and
(B) by adding at the end the followinr
"(51(A) A failure to timely request review

of an Initial adverse determination with re-
spect to an application for any payment
under this title or an adverse determination
on reconsideration of such an Initial deter-
mination shall not serve as a hasIs for denial
of a subsequent application for any pay-
ment under this title 11 the applicant dem-
onstrates that the applicant, or any other
individual referred to In paragraph Cl),
failed to so request such a review acting In
good faith reliance upon Incorrect, Incom-
plete, or misleading Information, relating to
the consequences of reapplying for pay-
ments In lieu of seeking review of an adverse
determination, provided by any offIcer or
employee of the Social Security Adinlnlstra-
tion.

"(5) In any notice of an adverse determi-
notion with respect to which a review may
be requested under paragraph (1), the Sec-
retary shall describe In clear and specific
language the effect on possible entitlement
to payments wader this title of choosing to
reapply In lieu of requesting review of the
determination.".

(b) Ervwriv Da.—The amendments
made by this section shell apply with to-
spect to adverse determinations made on or
after January 11, 1991.
SEC 12805. TEtZPIIDNE ASS 'yr) TIW SOCIAL SE-

CVRiT ADMINTP.AT1ON
(a) Rsuv Mmnsvu Lahz. Or Accass

'no Locss Owivzs—In addition to such
other ac by telephone to offices of the
'Social Security Administration as the Secre-
tary of Health and Ruman Services may
consider appropriate, the Secretary shall
maintain access by telephone to local offices
of the Social Security Administration at the
level of access generally available as of Sep-
tember 30, 1569.
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(b) I zplroxg LisrnqGs.—The Secretary

shall make such requests of local telephone
utilities in the United States as are neces-
sary to ensure that the listings subsequently
maintained and published by such utilities
for each locality Include the address and
telephone number for each local office of
the Social Security AdmInIstratIon to which
direct telephone access Is reestablished
under subsection (a) in such locality. With
respec to any toll-free number maintained
by the Social Security Administration, the
required listing shall Include the following
statemenL"For genera) InformatIon,
call—", followed by the toll-free number.

(C) REPoRT sy Sacpxraay.—Not later than
January 1, 1993, the Secretary shall submit
to the Committee on Ways and Means of
the House of Representatives and the Com-
mittee on Flnanoe of the Senate a report
which—

(1) assesses the Impact of the require-
ments established by this section on the
Social Security Administration's allocation
of resources, workload levels, and service to
the public, and

(2) presents a plan for using new, Innova-
tive technologies to enhance access to the
local offices of the Social Security Adminis-
tration,
The plan described in paragraph (2) shall be
directed at maintaining access by telephone
to the offices of the Social Security Acimin-
Istration at a level which is at least as high
as the level required under subsection (a)

(d) GAO Rxpowr.—Not later than 90 days
after the date of the enactment of this Act.
the Comptroller General of the United
States shall submit a report to the Commit-
tee on Ways and Means of the House of
Representatives and the Committee on Fi-
nance of the Senate describing the level of
telephone access by the public to the local
offices of the Social Security Administra-
tion.

(e) 2)'recrrva D&iz.—Subsections (a) and
(b) shall take effect 60 days after the date
of the enactment of this Act.
SEC. 15810. VOCATIONAL REHABILITATION DxMON.

STaATION PBWECTs.
(a) DnsoIrsTaATloI Paosac'r.—
(1) Ix oEresRal..—Pursuant to section 505 of

the Social Security Disability Amendments
of 1980, the Secretary of Health and Human
Services shall develop and carry out under
this section demonstratIon projects in each
of not fewer than three States. Each such
demonstration project shall be designed to
assess the advantages and disadvantages of
permitting disabled beneficiaries (as defined
In paragraph (3)) to select, from among
both public and private qualified vocational
rehabilitation providers, providers of voca-
tional rehabilitation services directed at en-
abling such beneficiaries to engage in sub-
stantial gainful activity. Each such demon-
stration project shall commence as soon as
practicable after the date of the enactment
of this Act and shall remain in operation
until the end of fiscal year 1993.

(2) Scors AND PAR-rIcIPATloN.—Each dem-
onstration project shall be of suit Icient
scope and open to suit iclent participation by
disabled beneficiaries so as to permit mean-
ingful determinations under subsection (b).

(3) DISABLED BENEYIcIARY.—For purposes
of this section. the term "disabled benefici-
ary' means an lndMdual who Is entitled to
disability insurance benefits under section
223 of the Social Security Act or benefits
under section 202 of such Act based on such
Individual's own disability.

(b) MArrzRs To BE Drraxni.—In the
course of each demonstration project con-
ducted under this section, the Secretary
shall determine the foliowlng

(1) the extent to which disabled benefici-
aries participate in the proceas of selecting
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providers of rehabilitation services, and
their reasons for participating or net, par-
tic1pstln

(2) notable characteristics of participating
disabled beneficiaries (including their im-
pairments), classified by the type of provid-
er selected;

(3) the various needs for rehabilitation
demonstrated by participating disabled
beneficiaries, classified by the type of pro-
vider selected

(4) the extent to which providers of reha-
bilitation services which are not agencies or
instrumentalities of States accept referrals
of disabled beneficiaries under procedures
In effect under sectIon 222(d) of the Social
Security Act as of the date of the enactment
of this Act relating to reimbursement for
Such services and the most effective way of
reimbursing such providers In accordance
with such provlsAons

(5) the extent to which providers partici-
pating in the demonstration projects enter
into contracts with third parties for services
and the types of such services;

(6) whether, and if so the extent to which.
disabled beneficiaries who select their own
providers of rehabilitation services are more
likely to engage in substantial gainful activl-
ty and thereby terminate their entitlement
under section 202 or 223 of the Social Secu-
rity Act than those who do not

(7) the cost effectlven em of permitting dis-
abled beneficiaries to select their providers
of vocational rehabilitation services, and the
comparative cost effectivenem of different
types of providers; and

(8) the feasibility of establishing a perma-
nent national program for allowing disabled
beneficiaries to choose their own qualified
vocational rehabilitation provider and any
additional safeguards which would be neces-
sary to assure the effectiveness of such a
prograsn.

(ci PRocEDuRAL RzqunIxirrs.—
(1) Smzc'riow or paaricipANrs.—The Sec-

retary shall select for participation In each
demonstration project under this section
disabled beneficiaries for whom there is a
reasonable likelihood that rehabilitation
services provided to them will result in per-
formance by them of substantial gainful ac-
tivity for a continuous period of nine
months prior to termination of the project,

(2) Szascriox op paovmns op azaasnxrs-
rIox ssavicas.—The Secretary shall select
qualified rehabilitation agencies to serve as
providers of rehabilitation services In the
geographic ares covered by each demonstra-
tion project conducted under this section.
The Secretary shall make such selection
after consultation with disabled individuals
and organisatlons representing such individ-
uals. With respect to each demonstration
project, the Secretary may approve on a
case-by-case basis additional qualified reha-
bilitation agencies from outside the geo-
graphic area covered by the project to serve
particular disabled beneficiaries.

(3) Rzixauasrr or Psovmsas—
(A) Except as provided In subparagraph

(B), providers of rehabilitation services
under each demonstration project under
this section shall be reimbursed in accord-
ance with the procedures In effect under
the provisions of section 222(d) of the Social
Security Act as of the date of the enactment
of this Act relating to reimbursement for
services provided under such section.

(B) The Secretary may contract with pro-
viders of rehabilitation serviom under each
demonstration project under this section on
a fee-for-service basis in order to—

(i) conduct vocational evaluations directed
at identifying those disabled beneficiaries
who have reasonable potential for engaging
In substantial gainful activity and thereby
terminating their entitlement to benefits
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under section 202 or 223 of the Social Secu-
rity Act If provided with vocational rehabili-
tation services as participants in the project,
and

(ii) develop jointly with each disabled ben-
eficiary so Identified an Individualized, writ-
ten rehabilitation program

(C) Each written rehabilitation program
developed pursuant to subparagraph (B)(ii)
for any participant shall Include among its
provisions—

(i) a statement of the participant's reha-
bliitation goal, -

(Ii) a statement of the specIfic rehabilita-
tion services to be provided and of the iden-
tity of the provider to furnish such services,

(Ill) the projected date for the initiation of
such services and their anticipated duration
and

(iv) objective criteria and an evaluation
procedure and schedule for determining
whether the stated rehabilitation goal Is
being achieved.

(d) Rxi'oaTs—The Secretary of Health
and Human Services shall submit to the
Committee on Ways and Means of the
House of Representatives and the Commit-
tee on Finance of the Senate an Interim
written report on the progress of the dem-
onstration projects conducted under this
section not later than April 1, 1992, together
with any related data and materials which
the Secretary considers appropriate. The
Secretary shall submit a final written report
to micJ Committees addressing the matters
to be determined under subsection (b) not
later than April 1, 1994.

(e) Srsve—Por purposes of this section,
the term "State" means a State, Including
the entities inciuded In such term by section
210(h) of the Social Security Act (42 U.S.C.
410(h)),

(1) Cosnwus,son op DEMONSTRATION Au-
riroarrv.—Section 505(c) of the Social Secu-
rity Disability Amendments of 1980 (42
U.S.C. 1310 note) is amended to read as f 01-
lows:

"(c) The Secretary shall submit to the
Congress a final report with respect to all
experiments and demonstration projects
carried out under this section (other than
demonstration projects conducted under
section 12810 of the Omnibus Budget Rec-
onciliation Act of 1990) no later than Octo-
ber 1. 1993.".

(g) NEW Spxsunoc Aurnoarr'r.—Any new
spending authority provided by this section
shall be effective for any fiscal year only to
such extent or in such amounts as are pi-o-
vided In advance in appropriation Acts.
SEC. 1BSIL EXEMPTION FOR CERTAIN AUENS. RE-

CEIvING AMNESTY UNDER THE IMMI-
GRATION AND NATIONALITY ACI',
FROM PkOSECION FOR MISRE-
FOIliNG OP EARNiNGS OR MiSUSE OF
nOCIAL SECURITY A(XN)UNT HUM-
lEES OR SOCIAL SECURITY CARDS.

(a) Ix OsEaAL.—SectiOn 208 of the Social
Security Act (42 U.S.C. 408) is amended by
adding at the end the followlng

"(dxi) Except as provided in paragraph
(2), an alien—

"(A) whose status Is adjusted to that of
lawful temporary resident under section 210
or 245A of the Immigration and Nationality
Act or under section 902 of the Foreign Re-
lations Authorization Act, Fiscal Years 1988
and 1989,

"(B) whose status Is adjusted to that of
permanent resident—

"(I) under section 202 of the Immigration
Reform and Control Act of 1986, or

"(lfl pursuant to section 249 of the Immi-
gration and Nationality Act, or

"(C) who is granted special immigrant
status under section 10l(aX27X1 of the Im-
migration and Nationality Act,



1110308
shell not be subject to pro8ecution for any
alleged conduct described In paragraph (6)
or (7) of sub8ection (a) if iuch conduct s al-
leged to have occurred prior to 60 day8 after
the date of the' enactment of the Omnibus
Budget Reconciliation Act of 1990.

"(2) Paragraph (1) 8hall not apply with re-
epect to conduct (decrlbed In sub3ection
(aX7XC)) consisting of—

"(A) eU1ng a card that Is, or purports to
be, i social 5ecurtty card Issued by the Sec-
retary,

"(B) possessing a social 8ecurlty card with
Intent to sell it, Or

"(C) counterfeiting a social security card
with Intent to sell it.".

(b) Tcmuci. m CoiyoiuIuc Aia-
xrrs.—8o much of 8ection 208 of suóh Act
as precedes subsection (d) (as added by sub-
8ection (a) of this Bection) Is amended—

(1) In subsection (a), by redesignatlng
paragraphs (1), (2), and (3) as subpara-
graphs (A), (B), and (C), respectively;

(2) In subsection (g), by redesignating
paragraphs (1), (2), and (3) as subpara-
graphs (A), (B), and (C), respectively;

(3) by redesignatlng subsections (a)
through (h) as paragraphs (1) through (8),
respectively;

(4) by Inserting "(a)" before "Whoever";
(5) by insertIng "(b)" at the beginning of

the next-to-last undesignated paragraph;
and

(6) by Inserting "(c)" at the beginning of
the last undesignated paragraph.
SEC. 12812. REDUCTION OP AMOUNT OF WAGES

NEEDED TO EARN A YEAR OF COvER-
AGE APPLICABLE IN DETERMINING
SPECIAL MINIMUM PRIMARY INSUR.
ANCE AMOUNT.

(a) IN OKNntL.—Sectjon 215(aXl)(CXii)
of the Social Security Act (42 U.S.C.
415(aX1XCXH)) is amended by striking "of
not less than 25 percent" the first place it
appears and all that follows through '1977)
if" and Inserting °of not less than 25 per-
cent (In the case of a year after 1950 and
before 1978) of the maximum amount which
(pursuant to subsection (e)) may be counted
for such year. or 25 percent (In the case of a
year after 1977 and before 1991) or 15 per-
cent (In the case of a year after 1990) of the
maximum amount which (pursuant to iub-
eecUon (e)) could be counted for such yearir.

(b) RrErzo or Cuzcr AKOWr 0?
WAGES To Eii * Y*i or CoVERAGE
FOE PURPOSES OF WINDFALL ELIMINATION
PROvxsIoii.—Section 215(a)(7XD) of such
Act (42 U.S.C. 415(aX7XD)) Is amended—

(1) In the first sentence, by striking "(as
defIned In paragraph (1XCXII))"; and

(2) by adding at the end (after the table)
the following new flush sentence:
"For purposes of this iubparagraph, the
term 'year of coverage' shall have the mean-
Ing provided In paragraph (1XCXtD, except
that the reference to '15 percent' thereIn
8hall be deemed to be a reference to '25 per-
cent'.".
SEC. 12813. ELIMINATION OP EL.IGIBIUrY FOR RET-

OACTIVE BENEFITS FOR CER?AIN
INDIVIDUALS EUGIBLE FOR E-
DUED BENEFJT.

(a) I Ouiwx..—Section 202(JX4) of the
Social Security Act (42 U.S.C. 402(jX4)) Is
unended—

(1) In iubparagraph (A), by striking "if
the effect" and all that follows and thsert,-
Ing "if the amount of the monthly benefit
to which such Individual would otherwise be
entitled for any such month would be iub-
Sect to reduction pursuant to ,ubection
(q).";and

(2) In aubpaagraph (B), by gtrtklng
cIauses (i) and (iv) and by redesignating
cIaues (II), (iii), and (v) s clause5 (I), (II),
and (ill), respectively.

(b) Emc'rIvE DAi.—The amendments
made by this Bection shall apply with re-
spect to applications for benefits filed on or
after January 1, 1991.
SEC. 12814. QURGING OF ARN1NGS OF CORPO-

L4T DIRECIORS.
(a) IN
(1) TItle U of the 8ociaI 8ecurlty Act Is

amended by moving the last undesignated
paragraph of section 211(a) of such title (as
added by 8ection 9022(a) of the Omnibus
Budget Reconciliation Act of 1987) to the
end of 8ection 203(f)(5) of iuch title.

(2) The undesignated paragraph moved to
8ection 203(fX5) of the Social Security Act
by paragraph (1) Is amended—

(A) by striking "Any Income of an Individ-
ual which results from or Is attributable to"
and InsertIng "(E) For purposes of thIs see-
tion, any Individual's net earnings from self-
employment Which result from or are attrib-
utable to",

(B) by striking "the Income Is actually
paId" and InsertIng "the Income, on which
the computation of such net earnings from
self-employment Is based, Is actually paid";
and

(C) by striking "unless it was" and insert-
ing "unless such Income was".

(3) The last undesignated paragraph of
section 1402(a) of the Internal Revenue
Code of 1986 (as added by Bection 9022(b) of
the Omnibus Budget Reconciliation Act of
1987) Is repealed.

(b) Epvwriv DATZ.—The amendments
made by this section shall apply with re-
spect to services performed In taxable years
beginning after December 31, 1990.
SEC. 12815. COLLECTION OF EMPLOYEE SOCIAL SE.

CURITY AND RAILROAD RETIREMENT
TAXES ON TAXABLE GROUP-TERM
LIFE INSURANCE PROVIDED TO RE-
TIREES.

(a) SOCIAL SEcvny T4Ixs.—Section 3102
of the Internal Revenue Code of 1986 (relat-
Ing to deduction of tax from Wages) Is
amended by adding at the end thereof the
following new subsection:

"(d) ScIAL Rvtz FoR CERTAIN T*xrnz
ORoup.Tg L1n INsuRAwcr Briwlrrs.—

"(1) IN GnIERAL.—In the case of any pay-
ment for group-term life Insurance to which
this sub6ection applies—

•'(A) subsection (a) shall not apply,
"(B) the employer shall separately Include

on the statement required under 8ection
6051—

'(i) the portion of the wages which con-
sists of payments for group-term life insur-
ance to which this subsection applies, and

"(II) the amount of the tax Imposed by
8ection 3101 on such payments, and

"(C) the tax imposed by section 3101 on
8uch payments shall be paid by the employ-
ee.

"(2) BEiEnTs TO WHICE SUBSECTION AP-
PUES.—ThIs subsection shall apply to any
payment for group-term life Insurance to
the extent.—

"(A) such payment constitutes wages and
"(B) such payment Is for coverage for pe-

riods during which an employment relation-
ship no longer exists between the employee
and the employer."

(b) RAILROAD RzTzRvnT TAxzs.—Section
3202 of iuch Code (relating to deduction of
tax from compensation) Is amended by
adding at the end thereof the following new
iubsection:

"(d) SPECIAL Rmi FOE CIRTAIN T*xii
Oaotp-Thu& Lnz INSURANCE BL,mS.—

'(1) IN GflURAL—In the case of any pay-
ment for group-term life insurance to which
thlB subsection applies—

"(A)gub6ectlon (a) ahall not apply,
"(B) the employer shall separately include

on the statement required under Bection
6051—

October 16, 1990
'(i) the portion of the compensation

which consists of payments for group-term
life inaurance to which thIs subsection ap-
plies, and

"(ii) the amount of the tax Imposed by
section 3101 on 8uch payments. and

"(C) the tax imposed by 8ection 3101 on
such payments 8hall be paid by the employ-
ee. -

"(2) Biiirrrs TO WHICH 5UB5CTION AP-
pus.—Th1s iubsection shall apply to any
payment for group-term life insurance to
the extent.—

"(A) such payment constitutes compensa-
tion, and

"(B) such payment Is for coverage for pe-
riods during which an employment relation-
ship no longer exists between the employee
and the employer."

(c) EmcTIvE DATZ.—The amendments
made by this section shall apply to coverage
provided after December 31, 1990.
SEC. 12816. CONSOLIDATION OF OLD METHODS OF

COMPUTING PRIMARY INSURANCE
AMOUNTS

(a) C0Ns0UDAIi0N or COMPtrIATI0N M-
ODS.—

(1) IN GZNERAL.—Section 215(a)(5) of the
Social Security Act (42 U.S.C. 415(a)(5)) Is
amended—

(A) by striking "For purposes or' and In-
sertIng "(A) Subject to subparagraphs (B),
(C), (D) and (E). for purposes of";

(B) by striking the last sentence; and
(C) by adding at the end the following

new subparagraphs:
"(B)(i) Subject to clauses (ii), (ill), and

(iv), and notwithstanding any other provi-
sion of law, the primary Insurance amount
of any Individual described In subparagraph
(C) shall be, in lieu of the primary insur-
ance amount s computed pursuant to any
of the piovlsions referred to In subpara-
graph (D), the primary Insurance amount
computed under subsection (a) of 8ection
215 as In effect In December 1978, without
regard to subsection (b)(4) and (c) of such
8ection as so In effect.

"UI) The computation of a primary insur-
ance amount under thIs subparagraph shall
be subject to section 104(j)(2) of the Social
Security Amendments of 1972 (relating to
the number of elapsed years under 8ection
215(b)).

(ill) In computing primary Insurance
amount under this subparagraph, the dollar
amount specified In paragraph (3) of section
215(a) (as In effect In December 1978) shall
be Increased to $11.50.

"(iv) In the case of an Individual to whom
section 215(d) applies, the primary insur-
ance amount of such Individual shall be the
greater of—

"U) the primary insurance amount com-
puted under the preceding clauses of this
subparagraph, or

"(II) the primary Insurance amount com-
puted under section 215(d).

"(C) An Individual Is described In this sub-
paragraph if—

"U) paragraph (1) does not apply to such
Individual by reason of such Individual's eli-
gibility for an old-age or disability Insurance
benefit, or the Individual's death, prior to
1979, and

"(II) iuch Individual's primary Insurance
amount computed under this 8ection as In
effect Immediately before the date of the
enactment of the Omnibus Budget Recon-
ciliation Act of 1990 would have been com-
puted under the provisions described In sub-
paragraph(D).

"(D) The provisions described In this sub-
paragraph are—

°(i) the provisions of this subsection as in
effect prior to the enactment of the Soctal
Security Amendments of 1965, 11 such provi-
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sions would preclude the use 01 wages prior ihich a lufl $3,000 Increment was credited; "(3)(A) The preceding provisions of this
to 1951 In the computation of the primary ", SubSection shaH apply for purposes of deter-
insurance amount, (C) A,,uc*w.rrv.—Section 215(d) of such mining the entiUeinent to benefits under

"(Ii) the provIsions of sectIon 209 as In Act is further amended— section 302, based on the primary insurance
effect prior to the enactment of the Social U) 'in paragraph (2XB), by stalking 'exoept amount of the deceased World War U veter-
8ecurlty Act Amendments of 1950, anci as provided In paragraph (3),"; , ( ny aw'4vtng Individual only If such

"(Ui) the provisions of section 215(d) as fri UI) by stalking paragraph (2XC) and In- surviving Individual makes application for
effect prior to the enactment of the soctai serting the fofloWlnW h benefits before the end of the 18-
Security Amendments of 1977 "(Cxi) who becomes entitled to benefits month period after the month in which the

"(E) For purpOses of this paragraph, the under section 202(a) or 223 or who dies, or Omnibus Budget Reconciliation Act of 1990
table for determining primary Insurance whose primaz7 Insurance amount is

__

amounts and maximum family beief Its con- required to be recomputed under paravaph (B) Subparagraph (A) shall not apply If
lathed In this section In December 1918 (2), (6), or (7) of subsection (I) or any person Is entitled to benefits under see-
shall be revised as provided by subsection (I) tion 231."; and, lIon 202 based on the primary Insurance
far each year alter 1978.". by " amount of such veteran for the month pre-

(2) COMPUTA'nOIq 0? P SMART
(3 CormroiuusG AMENDMENTS,—

B&rii UNDER 1939 ACT—
(A) Section 21S(1x4) of such Act(42 s.c. ceding the month In which such application

(A) DIVISION 07 WAGES BY ELAPSED
is amended In the first sentence is made.".

Section 215(dXl) of such Act H2 U.S.C. by Inserting "and as amna'n,led by section (c) APPLICIqEILITY 07 ALTERNATIVE MrrnoD

12816 of the Omnibus Budget Reconcilla- 105 DETERMInING QuARTERS or CovER.P45
415(d)(1)) is amended— tion &ct of 1990" after "as then In effect". WITE RESPECT TO WAGES IN THE PERIOD FROM

(I) In subparagraph (A), by Inserting "and (B) Secfjon: 203(aX8) of SUCh Act (42 1931 To 1950.—
subject to section 104tjX2) of the Social Se- 403(a)(8)) is amended In the first aen- (1) WITHOUT REGARD TI)
curity Amendments of 1972" after "there- tence by inserting "and as amended by see SlYNESS 07 tLAPSED YEARS.—SeCtion 213(c) of
or; and lIon 12816 of the Omnibus Budget Reconcil- such Act (42 U.s.C. 413(c)) Is amended—

(U) by striking "(B) Por purposes" lii EU)) latlon Act of 1990," after "DeOenber 1978" (A) by Inserting "and 215(d)" after
paragraph (B) said all that follows through the second place It appears. "214(a)"; and
clause (ii) of such subparagraph and Insert- (C) SectIon 215(c) of such Act (42 U.S.C. (B) by st,rlklng "except where—" and all
Ing the followinw.' 415(c)) Is amended by striking "This" and that follows and inserting the followtng

"(B) For purposes of subparagraphs lnserting"Subject to the amendments made "except where such Individual is not a fully
and (C) of subsection (b)(2) (as 50 b by section 12818 of the Omnibus Budget Insured Individual on the basis of the
effect)— pjfljn Act of 1990, thls". number of quarters of coverage so derived

"U) the total wages prior to 1951 (as de- (D) Section, 215(fX7) of such Act (42 plus the number of quarters of coverage de-
fined in sUbpam.&Sph (C) of thiS U.S.C. 415(fX7)) is amended by striking the rlved from the wages and ,eU-employment
graph) of an Indivulual— period at the end of the first sentence and income credited to such Individual for pen-

"U) shall, in the case 01 an IndividUal who inserting ", Including a primary ode after 1950.". -
attained age 21 prior to 1950, be divided by amount computed under any such subsec- TO DAIS
the number of years (hereinafter iii tion whose operation is modified as a result or aa&m—Section 155(bX2) of the Socialsubparagraph referred to as the 'divisor') of the amendments made by sectIon 12816 Amendments of 1967 Is amended
elapsing alter the year in which the Indlvid- 01 the Omnibus Budget R onciliation A by striking "after such date".
ual attained age 20, or 1938 If later, and of 1990.".
prior to the earlier of the year of death Or '(BXI) SectIon 215(d) of such Act (42 5*7g.—The amendments

1951, except that such divisor shall not in- U.S.C. 415(d)) is amended by' re signating made by this subsection shall apply only
dude any calendar year entirely Included in paragraph (5) as paragraph (3). wIth resi,ect to Individuals who—
a period of disability, and Iii I C$S shall (II) Subsections (aX7XA), (aX7XCM1I).

make application for benefits under
the divisor be less thafl 0Ii. 8d

. (fX9XA) of sectIon 213 of such Act (42 section 202 of the Social Security Act after
"(II) shall, In the case of an individual U.S.C. 415) are each amended by striking the 18-month period following the month in

who died before 1950 and before attaining "subsection (dXS)" each place It appeam . WhiCh this Act Is enacted, and
age 21, be divided by the number of years and Inserting "subsection (dX3)". ., (B) are not entitled to benefits under see-
(hereInafter In this subparagraph i'eferred . "(iii) Section 215(fXaXB) of such ( tion 227 or 228 of such Act for the month in
to as the 'divisor') elapsing after the second U.S.C. 415(fX9)(B)) Is Amed by strik1ng which such application Is made.
year prior to the year Of death, or 1936 if "subsection (aX7) or (dX5)" each place It issi. SUSPENSION OF DEPENDENT'S BENEFITS
liter, and prior to the year of death, and In appears and Inserting "subsection (aX7) or WREN 'THE WORKER IS IN AN EX-
no case shall the divisor be less than one; (dX3)". lENDS!) PERIOD OF ELIGIBILITY.

and (4) PSCTIVE aaT— (a) In Os,imai-.—Section 223(e) of the
"(U) the total wages prior to 1951 (as de- (A) hg ozSlxaAL.—Except as provided In Social Security Act is amended by—

fined in subparagraph (C) of this pars- subparagraph (B), the am.l1dments made (1) by InsertIng "(1)" after "(e)". and
graph) of an Individual who either attained by this subsection shall apply with respect (2) by, adding at the end the following new
age 21 after 1949 or died after .1949 before to the computation of the primary Inaui' paragraph:
attaining age 21, shall be divided by the . ance amount of any Insured Individual Iii 92) No benefit shall be payable under sec-
number of years (hereinafter in this sub- any case In which a person becomes entitled ton 202 on the basis of 'the wages and self-
paragraph referred to as the 'divisor') elaps-, to benefits under section 202 or 223 on the esaployment Income of an Individual enti-
Ing alter 1949 and prior to 1951". basIs of such Insured Individual's wages tied to a benefit under subsection taxi) of

(B) CREDITING or wAGEs TO TEARS.—ClaUse MU-employment lme for months after this section for any month for which the
(Ill) of section 215(d)(1XB) of such Act (42 the 18-month period following the month In benefit of such Individual under subsection
U.S.C. #tS(dXlXBxllfl Is amended to read which this Act is enacted, except that SUCh (sKi) Is not payable under paragraph (1).".
as follows: amendments shall not apply if any person (b) Epyscnvz DAT&—The amendments

"(Ill) if the quotient exceeds $3,000, only entitled to benefits based on the subsection (a) shall apply with re-
$3,000 shall be deemed to be the Individual's sell-employment Income of such Insured In-
wages for each of the years which were used dividual for the month preceding the In spect to benefits for months after the date

of the enactment of this Act.In computing the amount of the divisor, and month of such person's entitlement to such
the remainder of the Individual's total benefits under section 202 or 223 $c. *28)8. TIER I RAILROAD RETIREMENT 'TAX

wages prior to 1951 (I) 11 less than $3,000. (B) Rjooss,v'raroiis—The amendments ' 1T tXPUCTIlY D€IMRJIINED BY

shall be deemed credited to the computation made by this subsection shall apply with e REFERENCE TO SOCIAL SECURITY

base year (as defined In subsection (bX2) as spect to any primary Insurance amount '

in effect In December 1977) ImmedIately upon the recomputation of audi primary fl- '(a) Tax Os EIu'Lolus.—Subsection (a) of
preceding the earliest year used in coanput- surance amount If such omputstion sectIon 3201 of the internal Revenue Code
Ing the amount of the divisor, or (U) If first effective for monthly benefits for of 1986 (lt1flg to rate of tax) Is amend-
$3,000 or more, shall be deemed credited, In months after the 18-month period followinE ed—

$3,000 Increments, to the computation base the nwth In which this Act Is enacted. (1) by striking "following" and Inserting
year (as so defined) Immediately preceding (b) B.w ax Cm or Virm-&ss.—Sec- "applicable". and (2) by stalking "employ-
the earliest year used In computing the tion *17(b) of such Act (42 U.S.C. 417(b)) Is ee?' and an that foUows and Inserting 'em-
amount of the divisor and to each of the amended— ployee. For purposes of the preceding semi-
computation base years, (*s so defined) con- U) An the first sentence of paragraph (1, tence, the term 'applicable percentage'
secutively preceding that year, with any ze- by striking "Any" and inserting "Subject to means the percentage equal to the sum of
maiMer less than $3,000 being credited to paragraph (3). any"; and - the rates of tax In effect under subsections
the computation base year (as so defIned) (2) by adding at the end the followimignew (a) and (b) of sectIon 3101 for the calendar
Immediately preceding the earlIest year to paragraph ,

year."
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(b) T&x oi Ejpio REpTsgArIvEs.—

Paragraph (1) of section 3211(a) of such
Code (relating to rate of tax) is amended—

(1) by striking "following" and inserting
"applicable", and

(2) by striking "representative:" and all
that follows and Inserting "representative.
For purposes of the preceding sentence, the
term 'applicable percentage' means the per-
centage equa' to the sum of the rates of tax
In effect under subaections (a) and (b) of
8ection 3101 and subaections (a) and (b) of
8ection 3111 for the calendar year.'

(c) TAX oN EMPL0YER5.—Subsection (a) of
section 3221 of such Code (relating to rate
of tax) is amended—

(1) by striking "following" and inserting
"applicable", and

(2) by striking "employer:" and all that
follows and Inserting "employer. For pur-
poses of the preceding sentence, the term
'applicable percentage' means the percent-
age equal to the sum of the rates of tax in
effect under subsections (a) and (b) of sec-
tion 3111 for the calendar year."
SEC. 12819. TRANSFER TO RAILROAD RFIREMENT

ACCOUNT.

Subsection (c)(1)(A) of section 224 of the
Railroad Retirement Solvency Act of 1983
(rlating to section 72(r) revenue Increase
transferred to certain railroad accounts) is
amended by striking "1990' and Inserting
'1992".
SEC. 12820. MISCELLANEOUS TECHNJCAL CORREC-

TIONS.
(a) IN Grziw..—
(1) AMENDMENT RELATING TO SECTIoN 7088

OF PVBLIC zw 100690.—Section 208 of the
Social Security Act (42 U.S.C. 408) is amend-
ed, in the last undesignated paragraph, by
striking "8ection 405(c)(2) of this title" and
Inserting "section 205(c)(2)".

(2) A flWMZNTS RELATING TO scrIoN 322
OF PUBuc zw 98-21.—Paragraphs (1) and
(2) of section 322(b) of the Social Security
Amendments of 1983 (Public Law 98-21, 97
Stat. 121) are each amended by Inserting
"the first place it appears' before "the fol-
lowing".

(3) AMZNDMIN'r RELATING TO SECTION
1O11B(b)(4) OF Puuuc zw 100-647.-—Section
211(a) of the Social Security Act (42 U.S.C.
411(a)) is amended by redesignating the
second paragraph (14) as paragraph (15).(4) AMwr RZLATING TO SECTION
2003(d) OF PVBLIC zw 100-647.—Paragraph
(3) of 8ection 3509(d) of the Internal Reve-
nue Code of 1986 (as amended by section
2003(d) of the Technical and Miscellaneous
Revenue Act of 1988 (Public Law 100-647;
102 Stat. 3598)) is further amended by strik-
ing "subsection (dX4)" and Inserting "sub-
8ection (dX3)".

(5) Aiinrr RELATING TO 5ECfl0N 10208
OF puBuc zw 101-239.—-Section 209(aX7)(B)
of the Social Security Act (42 U.S.C.
409(a)(7)(B)) is amended by striking "sub-
paragraph (B)" In the matter following
dause (ii) and Inserting "clause (II)".

(b) Encrxv DA1s.—The amendments
made by subaection (a) shall be effective as
If included In the enactment of the provi-
sion to which it relates.

Subtitle .I—Mlicrllaneoug and Technical
Amendmenth Relating to the Medicare Program

PART 1—NO-COST PROVISIONS
SEC. 12901. PATIENT SELF-DETERMINATION.

(a) PItOvI5IONS REx.ArING TO MwIctE
PT A.—

(1) IN GENZR.M...—Section 1866(aXl) of the
Social Security Act (42 U.S.C. 1395cc(aXl) is
amended—

(A) by atriking "and" at the end of Sub-
paragraph (0),

(B) by strikIng the period at the end of
subparagraph (F) and Inserting a comma,
and
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(C) by Inserting alter subparagraph (P)

the following new subparagraphs:
"(Q) in the case of a hospital, at the time

of each adult's admission (other than emer•
gency admission) as an inpatient, or, in the
case of a hospice program, at the time of
each adult's election of hospice benefits
under section 18 12—

"(i) to inquire whether the adult has exe-
cuted an advanced directive (described in
section 1878(b)(2));

"(ii) to document in the adult's medical
record whether or not the individual has ex-
ecuted such a directive; and

"(iii) to provide the adult with the hospi-
tals or program's written policy concerning
the implementation of advanced directives
(including such policies relating to transfers
of individuals, consistent with State law),
and

"(R) in the case of a hospital or hospice
program, to educate the hospital's or pro-
gram's medical staff and other appropriate
personnel on State law (whether statutory
or as recognized by the courts of the State)
regarding patient self-determination;".

(2) EmcrlvE DATZ.—The amendments
made by paragraph (1) shafl apply to agreeS
ments as the first day of the first month be-
ginning more than 1 year alter the date of
the enactment of this Act.

(b) PROvIsIONs RExA1ING TO PTs A A1Th
B.—

(1) ColwrrIoN ov PARTIcIPATION POR HOME
HEALTH AGENcIES.—Section 1866(a)(1)(Q) of
the Social Security Act (42 U.S.C.
1395cc(aXlXQ)), as Inserted by subsection
(aX 1), is amended—

(A) in subparagraph (Q) before clause (i),
by Inserting before the dash the following
"and, in the case of a home health agency,
in advance of the adult coming under the
care of such agency",

(B) in clauses (ii) and (iii) of subparagraph
(Q) and in subparagraph (R), by striking "or
programs" and Inserting ", programs, or
agency's;", and

(C) in subparagraph (Q), by striking "or
hospice program" and Inserting ", hospice
program, or home health agency".

(2) As A CONTRACTUAL CONDITION FOR
BZALTH MAINTEYAIiCE ORGANIZATIONS AND
COMPTITIVI MEDIcAL PLANS.—Section 1876(c)
of such Act (42 U.S.C. 1395mm(c)) is amend-
ed by adding at the end the following new
paragraph:

"(8) Each risk-sharing contract and rea-
sonable cost reimbursement contract under
this 8ection and each contract with an orga-
nization to receive payment on a prepay-
ment basis under section 1833(a)(1XA) shall
provide that—

"(A) at the time of each adult's enroll-
ment with the organization (whether under
this 8ection or otherwise), the organization
shall—

"(i) inquire a to whether the adult has
executed an advanced directive (as defined
in 8ection 1868(b)(2)),-

"(Ii) document In the adult's medical
record whether or not the individual has ex-
ecuted such an advanced directive, and

"(iii) provide the adult with the organiza-
tion's written policy concerning the imple-
mentation of advanced directives (including
such policies relating to transfers of individ-
uals, consistent with State law); and

"(B) the organization shall educate the or-
ganization's medical staff and other appro-
priate personnel on State law (whether stat-
utory or as recognized by the courts of the
State) regarding patient e1i-determina-
tion.".

(3) PROvIsION OF INFORMATION REGARDING
PATInqTS' RIGHTS.—

(A) IN GYERAL.—T1tle XVIII of the Social
Security Act Is amended by Inserting after
8ection 1867 the following new section:
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"PROvIsION OF INFORMATION REGARDING

- PATIENTS' RIGHTS

"Sw. 1868. (a) REQUIRING PROvISION or
PATIENTS' RIGHTS INFORMATION.—

"(1) IN GENERAL.—Except as provided in
paragraph (3), each hospital, home health
agency, or hospice program with an agree-
ment in effect under section 1866 and each
eligible organization with a contract under
section 1876 shall provide, at the time specs-
fied In paragraph (2), each adult patient
with information described in subsection (b)
regarding patient's rights.

'(2) WHEN INFORMATION PR0vIDED.—The
information required to be provided under
paragraph (1) shall be provided—

'(A) in the case of a hospital, at the time
of each adults admission as an inpatient to
the hospital (or, in the case of an emergen.
cy admission, at such later time as may be
consistent with medical practice);

"(B) in the case of a hospice program, at
the time of each adult's election of hospice
benefits under section 1812:

'(C) in the case of a home health agency,
in advance of the individual coming under
the care of such agency: and

"(D) in the case of an eligible organiza-
tion, at the time of each adults enrollmcnt
with the organization.

'(3) Exzrro BASED ON MORAL, rr}rIcAL.
OR RZLIGI0U5 BELIEFs—Paragraph (1) shall
not apply in the case of a provider of serv-
ices or eligible organization that transmits a
letter to the Secretary that certifies that
the Board of Directors (or comparable exec
utive body) of the provider or organization
has voted not to be subject to paragraph (1)
based upon moral, ethical, or religious be-
liefs.

'(b) PATIw'rs' RIGHTS INFORMATION.—
"(1) IN GENIRAL.—The information de-

scribed in this subsection is information re-
garding the individuals rights under State
law (whether statutory or as recognized by
the courts of the State) to make decisions
concerning medical care, including the right
to accept or refuse medical or surgical treat,-
ment, and the right to formulate advanced
directives (as defined in paragraph (2)).

"(2) ADvANCE DIRIcTIvE DEFINED—In this
subsection and for purposes of other sec
tions of this title, the term advance direc-
tive' means a written instrucUon, such as a
living will or durable power of attorney for
health care, recognized under State law and
relating to the provision of such care when
the individual is incapacitated.

"(c) PROHIBITING DENIAL 07 CARE BASED ON
ADvAr4cED DIRCrIvE DEcIsIoN—A hospital,
hospice program, or home health agency
with an agreement in effect under section
1866 and an eligible organization with any
contract in effect under section 1876 may
not deny the initial provision of care or oth-
erwise discriminate against an individual
(whether or entitled to benefits under this
title) based on whether or not the individual
has executed an advanced directive.

"(d) PROHIBITING CFRTAIN WITNESSING OF
ADvAr4cED DncrIvIs,--Notwithstanding
any provision of State law, an employee of a
hospital may not serve as a witness to an ad-
vanced directive executed by an individual
entitled to benefits under this title (or
under a State plan approved under title
XIX) while the individual is an inpatient in
the hospital.

'(e) EnFoRcg?.,r.—Any hospital, hospice
program, home health agency, or eligible or-
ganization that violates subsection (a) or (c)
is subject to a civil money penalty in an
amount not to exceed $2,000 for each such
violation. The provisions of section 1128A
(other than subaections (a) and (b)) shall
apply to civil money penalties under this
subsection in the Eaine manner as they
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apply to a penalty or proceeding under sec•
tion 1128A(a).".

(B) OBLIGATION OP PRYSICIAN5 TO MAKE IN-
FORMATION AVAILABLE CONCERNING PATIEIT
SKL?-DETERINATION AvAILABLL—Section
1156(a) of such Act (42 U.S.C. 1320c—5(a)) Is
amended by adding after and below para-
graph (3) the following:
"It shall be the obligation of each physician
who provides health care services for which
payment may be made (In whole or In part)
under this Act, to assure that written infor-
mation Is made available to the physician's
adult patients regarding their rights under
State law to make decisions concerning med-
ical care?'.

(C) ASSISTANCE IN DEVEt.OPNT AND DIS-
TRIBUTION OF PATIPNT'S RIGHTS DOCUMENT.—

(i) Doctizwr DEvKL0PMENr.—The Secre-
tary of Health and Human Services shall
assist, In each State, an appropriate State
agency, association, or private entity In de-
veloping a document that describes patients'
rights specified In section 1868(b) of the
Social Security Act tn the State and that
could be distributed to providers and physi-
cians for use In complying with the require-
ments Imposed by the amendments made by
this subsection.

(ii) DOCUMENT DIsTRmuTI0N.—The Secre-
tary shall a8sist such an agency, association,
or entity In the distribution of copies of doc-
unients developed under clause (i).

(D) II4cLV5I0N OF CERTAfl INFORMATION IN
ANNUAL MDICABZ BICIABY MAILING.—SeC-
tiOn 1804 of the Social Security Act (42
U.S.C. 1395b-2) is amended—

(i) by striking "and" at the end of para-
graph (2),

(ii) by striking the period at the end of
paragraph (3) and Inserting", and", and

(it!) by inserting after paragraph (3) the
following new paragraph:

"(4) a general description of patients'
rights to make decisions regnrdlng advance
directives (described In section 1868(bX2))
and where individuals may receive informa-
tion concerning such rights in each of the
States.'.

(4) EmcrivE DATES.—
(A) The amendments made by paragraph

(1) shall apply to participation agreements
88 of the first day of the first month begin-
ning more than 1 year after the date of the
enactment of this Act.

(B) The amendment made by paragraph
(2) shall apply to contracts entered into or
renewed on or after the first day of the first
month beginning more than 1 year after the
date of the enactment of this Act.

(C) Section 1868(a) of the Social Security
Act (as Inserted by paragraph (3XA)) shall
apply to adults who are admftted to a hospi-
tal, provided hospice care, first home under
the care of a home health agency, or enroll
with an eligible organization on or after the
first day of the first month beginning more
than 1 year after the date of the enactment
of this Act.

(D) Section 1868(c) of the Social Security
Aet (as Inserted by paragraph (3XA)) shall
apply to denials of care occurring on or
after the first day of the first month begin-
fling more than 1 year after the date of the
enactment of this Act.

(E) Section 1868(d) of the Social Security
Act (as Inserted by paragraph (3XA)) shall
apply to advance directives executed on or
after the first day of the first month begin-
ning more than 1 year after the date of the
enactment of this Act.

(F) The amendments made by paragraph
(3XD) shall first apply to the annual notice
to be mailed in 1992.

(2) SnmY TO ASSES5 IMPLrrA'rION 0? A
PArINr'5 RIGHT TO PARTICIPATI U. AND DLRZCT
HALTE CARl DECIsIONs ArrcrrNG TH PA-
TINT-
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(A) lic OEN1..—The Secretary of Health

and Human Services 5hall (8ubject to sub-
paragraph (B)) enter into an agreement
with the Institute of Medicine of the Na-
tional Academy of Sciences to conduct a
study with respect to the context in which
directed health care decisions (including ad-
vance directives) are made and carried out,
including the incidence and processes of de-
cision-making about lile-sustalnlng treat
ment that occur with and without advance
directives.

(B) ARRANGEMENTS ron 5TTJDY.—The Secre.
tary shall request the Institute of Medicine
of the National Academy of Sciences to
submit an application to conduct the study
described in subparagraph (A). If the Insti-
tute submits an acceptable application, the
Secretary shall enter into an appropriate ar-
rangement with the Academy for the con-
duct of the study within 28 day8 of the date
the application is received. If the Institute
does not submit an acceptable application to
conduct the study, the Secretary may re-
quest one or, more appropriate nonprofit
private entities to submit an application to
conduct the study and may enter into an ap-
propriate arrangement for the conduct of
the study by the entity which submits the
best acceptable application.

(C) REP0RT.—The results of the study
shall be reported to the Committees on
Ways and Means and Energy and Commerce
of the House of Representatives and the
Committee on Finance of the Senate and
the Secretary by not later than 4 years after
the date of the enactment of this Act. Such
report shall include such recommendations
for legislation as may be appropriate to
carry out further the purpose of this subsec-
tion.

(5) PUBLIC RDVCATION DEMONSTRATION
posicr.—The Secretary of Health and
Human Services, no later than 6 months
after the date of the enactment of this Act.
shall develop and Implement a demonstra-
tion project in selected States to Inform the
public of the Option to execute advance di-
rectives and of a patient's right to partici-
pate and direct health care decisions. The
Secretary shall report to the Committees on
Ways and Means and Energy and Commerce
of the House of Representatives and the
Committee on Finance of the Senate on the
re8ults of the project and on whether such
project should be expanded to cover all the
States.
SEC. 12902. MISCELLANEOUS AND TECHNICAL PRO-

VISIONS RELATThG TO PART k
(a) WArVER or LIABILITY ?OR SKn.1

NvRsnw FACILITIPS * HospIcEs.—
(1) SKILLED VRSUiG VAcILXTIES.—The

second sentence of section 9126(c) of the
Consolidated Omnibus Budget Reconcilia-
tion Aet of 1985 is amended by striking "Oc-
tober 31, 1990" and Inserting "December 31,
1995".

(2) HosPIcEs-.—Section 9305(f)(2) of the
Omnibus Budget Reconciliation Act of 1986
Ia amended by striking "November 1, 1990"
and Inserting "December 31, 1995".

(3) Emcrivz DArt.—The amendments
made by paragraphs (1) and (2) shall take
effect on the date of the enactment 01 this
Act.

(b) HOsPITAL OBLIGATIONS WITH RESPECT
TO TRZAI1 or ExzRoEiwY MIcAL CON-
DIflON5.—

(1) CIvIL MOflETARY PzNALTIs.—SeCtion
1861(d)(2XA) of the Social Security Act (42
U.S.C. l39Sdd(dX2XA)) is amended by strik-
ing "knoIringly" and Inserting "negligent
137".

(2) APPLICMION OF PALTIS TO 5MALL
HospiTALs—Section 1867(dX2XA) of such
Act (42 U.S.C. 1395dd(dX2)(A)) is amended
by Inserting '(or not more than $25,000 in
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the case of a hospital with less than 100
beds)" after "$50,000".

(3) TERMINATION OF BO5PITAL PROvIDER
AGREEMENTS.—

(A) Section 1867 of such Act (42 U.S.C.
1395dd) is further amended—

(i) by striking paragraph (1) of sub8ection
(d),

(U) by redesignating paragraphs (2) and
(3) of Sub8ection (d) as paragraph (1) and
(2), re8pectively, and

(tli) in subsection (cX2)(C), by striking
"(d)(2)(C)" and Inserting "(d)(1XCY'.

(B) Section 1866(aXl)(IXi) of such Act (42
U.S.C. 1395cc(aX1XI)(i)) is amended by in-
serting "and to meet the requirements of
such section" before the comma at the end.

(4) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to ac-
tions occurring on or after the first day of
the sixth month beginning after the date of
the enactment of this Act.

(c) INsPECTOR GENERAL STUDY OF PROHIBI-
1ON ON HOSPITAL EMPLOYMIRT OF PHYsI-
CIANS.—

(1) Si,my.—The Secretary of Health and
Human Services (acting through the Inspec-
tor General of the Department of Health
and Human Services) shall conduct a study
of the effect of State laws prohibiting the
employment of physicians by hospitals on
the availability and accessibility of trauma
'and emergency care services, and shall in-
dude in such study an analysis of the effect
of such laws on the ability of hospita's to
meet the requirements of section 1867 of
the Social Security Act relating to the ex-
amination and treatment of individuals with
an emergency medical condition and women
in labor.

(2) REPORT.—By not later than 1 year
after the date of the enactment of this Act,
the Secretary shall submit a report to Con-
gress on the study conthicted under para-
graph (1).

(d) DESIGNATION OF Rtra PRIMARY C
HOSPITALS.—

(1) PRIORITY DESIGNATIONS 0? BORDER
STATI H0SpI'rALS.—SeCtion 1820(iX2)(C) of
the Social Security Act (42 U.S.C. 1395i-
4(iX2)(C)) is amended by adding at the end
the following new sentence: "In designating
facilities as rural primary care hospitals
under this subparagraph, the Secretary
shall give preference to faclUtie not meet-
ing the requirements of clause (i) of sub-
paragraph (A) that have entered into an
agreement described in subsection (gX2)
with a rural health network located in a
State receiving a grant under subsection
(aX 1).".

(2) ELIGIBILITY OP CERTAIN CLO5ED HO5PI-
TALS.—Section 1820(f)(1XB) of such Act (42
U.S.C. 1395i4(fX1XB)) is amended by strik-
ing 'hospital," and Inserting the following:
"hospital (or, in the case of a facll$ty that
closed during the 12-month period that ends
on the date the facility applies for such des-
ignation, at the tIme the facility closed),".

(3) Ei.iiiurr OP URBAN H0SpI'rALs.—SeC-
tion 1820(fXl)(A) of such Act (42 U.S.C.
1S95i-4(fXl)(A)) is amended by striking the
semicolon and Inserting the following: ", or
is located in a county whose geographic area
is substantially larger than the average geo-
graphic area for urban counties in the
United State and whose hospital service
area is characteristic 01 service areas of hos-
pitals located in rural areas;".

(4) EFFECTIVE DATE.—The amendments
made by paragraphs (1), (2), and (3) shall
take effect on the date of the enactment of
this Act

(e) SKILLED NURSING FACILVrY ROUTINE
COST LnuT5.—

(1) h GNEaAL—8ection 6024 of tt'e Omni-
bus Budget Reconciliation Act of 1989 is
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amended by adding at the end the following
flew sentence: "The Secretary shall update
such costs under such section for cost re-
porting periods beginning on or after Octo-
ber 1, 1989. by using cost reports submitted
by skilled nursing facilities for cost report-
ing periods ending not earlier than January
31, 1988, and not later than December 31,
1988.".

(2) E,vscrrvs DATL—The amendment
made by paragraph (1) shall take effect as if
included in the enactment 01 the Omnibus
Budget Reconciliation Act of 1989.

(f) Cuuunc*rxo. or Exrnistoii OP
WAIVER FOR FINGER LAKES AREA Hosprriu,
Coaroaanow.—

(1) IN GENERAL.—The second sentence of
section 1886cK4) of the Social Security Act
(42 U.S.C. 1395wwcX4fl Is amended by
striking "rate of Increase from" and insert-
tog "payments under the State system as
compared to aggregate payments which
would have been made under the national
system sthce.

(2) 'mcrrvE Iwrz.—The amendment
made by paragraph U) shall take effect as if
Included in the enactment of the Omnibus
Budget Recone&ilation Act of 1989.

(g) Ecaou.rer IN Pse A rog HMO Mass-
BESS.—

(1) Section 1818(c) of the Social Security
Act (42 U.S.C. 13951-2(c)) Is amended—

(A) by striking "and" at the end of para-
graph (5).

(B) by striking the period at the end of
paragraph (6) and Inserting a semicolon,
and

(C) by adding at the end the following
new paragraphs:

"(7) an Individual who meets the condi-
tions of subsection (a) may enroll under this
part during a special enrollment period that
includes any month during any part of
which the Individual Is enrolled under sec-
tion 1876 with an ellglhie organization and
ending with the last day of the 8th consecu-
tive month In which the Individual Is at no
time so enrolled;

"(8) in the case of an Individual who en-
rolls during a special enrollment period
under paragraph (7)—

"CA) in any month of the special enroll-
ment period in which the individual Is at
any time enrol]ed under section 1876 with
an eligible organization or in the first
month foflowing such a month, the cover-
age period shall begin on the first day of the
month in which the individual so enrolls
(or, at the option of the Individual, on the
first day of any of the following three
months), or

"(B) in any other month of the special en-
roliment period, the coverage period shall
begin on the first day of the month follow-
ing the month In which the individual so en-
rolls; and

"(9) in applying the provisions of section
1839(b), there shall not be taken into ac-
count months for which the individual can
demonstrate that the individual was en-
rolled under section 1876 with an eligible or-
ganization.".

(2) The amendment made by paragraph
(1) shall take effect on February 1, 1991.

(h) Nunsiwo Hosss Ras'oius ANossxicrs.—
(1) No COMPLIANCE ACTIONS B'ORZ 5TyX-

TIVE DATE OF GVIDZLINES,—The Secretary of
Health and Human Services shall not take
(and shall not continue) any action against
a State under section 1864(d) of the Social
Security Act on the basis of the State's fall-
ure to meet the requirement of section
1819(eX1RA) of such Act before the effec-
tive date of guidelines, issued by the Secre-
tary, establishing requirements under sec-
tion 1819(fx2xA) of such Act, if the State
demonstrates to the satisfaction of the Sec-
retary that It has made a good faith effort
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to meet such requirement before such effec-
tive date.

(2) DxscLosuIta or INFORMATION 0? QUAL-
ITY ASSESSMENT AND ASSURANCE coMMrr-
raas.—Sectlon 1819b)UXB) of the Social
Security Act (42 U.S.C. 1395i-3(b)(1)(B)) Is
amended by adding at the end the following
new sentence: "A State or the Secretary
may not require disclosure of the records of
such committee except lnsdfar as such dis-
closure Is related to the compliance of such
committee with the requirements of this
subparagraph,".

(3) PERioD FOR RESIDENT AssEssMmrr.—.Sec-
tion 1819(b)3)(CMIXI) of such Act (42
U.S.C. 1395i-3(b)(3XCX1)(1)) Is amended by
striking "4 da" and Inserting "14 days".

(4) Rasmaler ACCESS To cuwicsz. RECORDs.—
Section 1819(cXlXAXiv) of such Act (42
U.S.C. 13964-3(cXl)(AXiv)) is amended by
inserting before the period at the end the
following "and to access to current clinical
records of the resident promptly upon re-
quest by the resident".

(5) CLARIFICATION OR V1ND111G5 OP NE-
ctacr.—Seetion 1819(g)(1XC) of such Act
(42 U.S.C. 1396i-3taXl)(C)) Is amended by
adding at the end the following: 'A State
shall not make a finding that an individual
has neglected a resident If the individual
demonstrates that such neglect was caused
by factors beyond the control of the individ-
ual.".

(6) TIMING 05' PUBLIC DISCLOSURE 05'
SURVEY azsutrs.—Sectlon 1819(g)(SXAKi) of
such Act (42 U.S.C. 13961-3(gKS)(AXi)) Is
amended by adding at the end the follow-
ing: "withIn 14 calendar days after the date
such Information Is made available to those
facilities,".

(7) MIScEu,ANE0US.—(A) Section
1819(c)(5)(B)(I) of such Act (42 U.S.C. 13961—
3cX5XBlll)) Is amended by striking "under
this title" and lnsertia"under title XIX".

(B) The third sentence of section
1819(cX2XA) of such Art (42 U.S.C. 13951-
3(c)(2)(A)) Is amended by striking "clauses
(iii) and (iv)" and Inserting "clause (lv)".

(8) EFFECTIvE nsxx,—The amendments
made by this subsection shall be effective as
If Included in the enactment of the Omni-
bus Budget Reconciliation Act of 1987.

(I) Sraina WAIVER Aumoarry.—Section
1314(b) of the Social Security Act (42 U.S.C.
1395f(b)) Is amended—

(1) in paragraph (3XB), by strIking "Octo-
ber 1, £983" and InsertIng "January 1, £981":

(2) in the second sentence, by striking
"seventh month" and InsertIng "37th
month"; and

(3) by adding at the end the following: "If,
by the end of such 36-month period, the
Secretary determines, based on evidence
submitted by the Governor of the State,
that neither of the conditions described in
subparagraph (A) or (B) of paragraph (3)
continues to apply, the Secretary thai] con-
tinue Without interruption payment to hos-
pitals in the State under the State's system.
If, by the end of such 36-month period, the
Secretary determines, based on such evI-
dence, that either of the conditions de-
scribed in subparagraph (A) or (B) of such
paragraph continues to apply, the Secretary
shall (1) collect any net excess reimburse-
ment to hospitals in the State during such
36'month period (basing such net excess re-
imbursement on the net difference, if any,
in the rate of increase in costs per hospital
inpatient admission under the State system
compared to the rate of increase In such
costs with respect to all hospitals in the
United States over the 38-month period, as
measured by including the cumulative sav-
ings under the State system based on the
difrerence in the rate of increase in costs
per hospital inpatient admission under the
Stale system as compared to the rate of In-
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crease in such cost3 with respect to all hos
pItals in the United States between January
1, 2981, and the date of the Secretary's ini-
tial notice), and (Ii) provide a reasonable
period, not, to exceed 2 years, for transition
from the State system to the national pay-
ment system,".

(j) SWING Bros CERTIFIro PRIOR ro MAY 1,
1987.—Notwithstanding the requirement of
section 1883(bX1) of such Act that the Sec-
retary may not enter into an agreement
under such section with a hospital that is
not Located In a rural area, any agreement
entered into under such section on or belore
May 1, 1987, between the Secretary of
Health and Human Services and a hospital
located In an urban area shall remain In
effect.

(k) PROsPscTIvs PAYMENT SYSTEM roa
SKILLED NURSING FACILITY SERvIcES.—

(1) DEVELOPMENT OF PR0POSAL.—The Secre-
tary of Health and Human Servtces shall de-
velop a proposal to modify the current
system under which skilled nursing facilities
receive payment for extended care services
under part A of the medicare program or a
proposal to replace such system with a
system under which such payments would
be made on the basis of prospectIvely deter-
mined rates. In developing any proposal
under this paragraph to replace the current
system with a prospective payment system,
the Secretary shall—

(A) take into consideration the need to
provide for appropriate limIts on increases
In expenditurea under the medicare pro.
gram Without jeopardizing access to ex-
tended care servIces for individuals unable
to care for themselves;

(B) provide for adjustments to prospec.
tively determined rates to account (or
changes in a facility's case mix, severity of
illness, volume of cases, and the develop.
ment of new technologies and standards of
medical practice;

(C) take into consideration the need to In-
Cr-ease the payment otherwise made under
such system in the case of services provided
to patients whose length of stay or costs of
treatment greatly exceed the length of stay
or coat of treatment provided for under the
applicable prospectwely determined pay.
ment rate;

(D) take into consideration the need to in.
crease payments under the system to facili'
ties that treat a disproportionate share of
low-Income patients and facilities located in
geographic areas with high wages and wage.
related costs; and

(E) take Into consideration the appropri-
ateness of classifying patients and paymer,ts
upon functional diabi1ity, cognitive impair'
ment, and other patient characteristics.

(2) Rapoxrs.—(A) By not later than April
1, 1991, the Secretary (acting through the
Administrator of the Health Care Financing
Administration) shall submit any research
studies to be used in developing the propos-
al under paragraph (1) to the Committee on
Finance of the Senate and the Committee
on Ways and Means of the House of Repre'
sent.atlves.

(B) By not later than September 1. 1991,
the Secretary shall submit the proposal de-
veloped under paragraph (1) to the Commit-
tee on Finance of the Senate and the Com-
mittee on Ways and Means of the House of
Representatives.

(C) By not later than March 1, 1992, the
Prospective Payment Assessment Commis-
sion shall submit an analysis of and com-
ments on the proposal developed under
paragraph (1) to the Committee on Finance
of the Senate and the Committee on Ways
and Means of the House of Representatives.

(I) DESIcsATION OF Pm&Tazc LIVER TRAN5'
Pz.*wr FACILITIES.—
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(1) IN GENERAL—Section 4009(b) of the (I) in the first sentence, by striking flun- referring physician Is an interested investor
Omnibus Budget Reconciliation Act of 1987 successful applicant" and Inserting losing (within the meaning of section 1877(h)(5))".
Is amended— party". (c) EPTECTIvE DATE OF REPORTING ON PART

(A) In the matter preceding paragraph (II) In the second sentence, by striking B ClAIMs F0RMs.—Effective as if included in
(1)— "the appeal of an applicant" and Inserting the enactment of section 6204 of the Omni-

(i) by striking "pediatric heart" and In. °such an appeal",.and bus Budget Reconciliation Act of 1989, sub-
serting "pediatric heart or liver", and (III) by Inserting "the date- on which" 8ection (c)(2) of such section Is amended by

(ii) by striking "the heart" and Inserting alter "after" each place it appears. InsertIng ", and the amendment made by
"the"; (3) TECHNIcAL CORRZCTIONS 1ZLATING TO subsection (b)," after 'of the Social Security

(B) by striking "pediatric heart" each o PRovIDERs OF SERvICES.— Act".
place it appears in paragraphs (1) and (3); (A) Section 1814(i)(1)(C)(i) of the Social (d) PRoHIBITIoN OP COMPETITIVE 'BIDDING
and Security Act (42 U.S.C. 1395f(i)(1)(C)(i)), as DEMONSTRATION FOR CATARACT SURGY.—

(C) in the heading, by striking "Heart" amended by section 6005(a)(2) of the Omni- The Secretary of Health and Human Serv
and Inserting "Heart or Uver". bus Budget Reconciliation Act of 1989, Is ices may not conduct a demonstration

(2) EmcrIvE' DATE.—The amendments amended by striking "during fiscal year project of competitive bidding for cataract
made by paragraph (1) shall apply to trans• 1990" and Inserting "on or after January 1, surgery where such project relies primarily
plants performed on or alter January 1, 1990, and on or before September 30, 1990,". on physician marketing to direct patients to
1991. (B) Section 6005(c) of the Omnibus low-bidding surgeons and facilities.

(m) MIscEu.oUs TECHNIcAL CORIIW Budget Recontiliation Act of 1989 Is amend- (e) CONDITIONS OF PARTIcIAPTION FOR Du-
TIONS.— ed by striking "subsection (a)" and Inserting IBI.E MIcA1. EQUIPMENT SuPPLIERS.—Sec-

(1) APPLIcATION OF PRiTITLZMENT PSY 'subsetions (a)and (b)". tion 1834(a) of the Social Security Act (42
CRIATRIc HOSPITAL SERVICES TO LIMIT ON IN (C) Section 1818A(d)(1) of the Social Se- U.S.C. 1395m(a)), as amended by section
PATIENT iO5PAL szRvIcEs.—Effective as if curity Act (42 U.S.C. 1395i-2a(d)(1)), as in- 12112(a) of the Omnibus Budget Reconcilla-included in the enactment of the Medicare serted by section 6012(a)(2) of the Omnibus tion Act of 1990, Is amended by adding atCatastrophic Coverage Repeal Act of 1989. 'Budget Reconciliation Act of 1989, Is the end the following new paragraph:
section 101(b)(1)(B) of such Act Is amended amended— "(17) REQUIRING SUPPLIER PARTIcIPATIONby Inserting "(other than the limitation (i) in subparagraph (A), by Inserting "for IN MEDICAID.—If a supplier consIstently en-under section 1812(c) of such Act)" after enrollment under this section" alter "Pre. gages in the systematic practice of refusing"limitation'. miums", and to furnIsh covered items to individuals eligi•

(2) PROvIsIONs RELATING TO HOSPITALS.— (ii) by striking subparagraph (C). ble for medical assIstance under a State(A) Section 1886(d)(5)(D)(lii) of the Social (D) Section 1818(g)(2)(B) of the Social Se- plan approved under title XIX, the Secre-
Security Act (42 U.S.C. curity Act (42 U.S.C. 1395i—2(g)(2)(B)), tary may exclude the supplier from partic-1395ww(d)(5)(D)(iii)), as amended by section added by section 6013(a) of the Omnibus pation in the programs under thIs Act, in6003(e)(1)(A)(iv) of Omnibus Budget Recon- Budget Reconciliation Act of 1989, Is accordance with the procedures of subsecciliation Act of 1989 (in this subsection re- amended by striking "subsection (c)" and in tions (c), (f), and (g) of section 1128.".ferred to as "OBRA-1989"), Is amended by. serting "subsection (c)(6)" (f) LIMITS ON EXTRA BILLING FOR DURABLEstriking "The term" and Inserting "For PU1 (F) Section 1819(f)(2)(A)(ii) of the Social MzIcAL EQUIPMENT.—Section 1834(a) ofposes of thIs title, the term. Security Act (42 U.S.C. 1395i-3(f)(2)(A)(ii)) such Act (42 U.S.C. 1395m(a)), as amended(B) Section 1820 of such Act (42 U.S.C. Is amended by striking 'and" at the end. by subsection (e), Is further amended by1395i-4), as added by section 6003(gXl)(A) (0) Section 1866(a)(1)(F) of such Act (42 adding at the end the following new paraof the Omnibus Budget Reconciliation ACt U.S.C. 1395cc(a)(1)(F) Is amended— graph: -of 1989, Is amended—

(i) in subsection '(dXl), by striking "dem- (i) in clause (i), by striking the comma at "(18) LIMITING CHARGES FOR NONPARTIcI-

onstration"; the end and Inserting "),", and PATING SUPPLIERS.—

(ii) in subsection (gXl)(A)(ii), by striking (W in clause (ii), by striking "(4)(A)" and "(A) IN GENERAL.—In the case of covered
"rural referral center" and Inserting "re- Inserting "(3)(A)" and by striking the semi- items for which payment may be made
gional referral center"; and colon at the end and Inserting a comma. under thIs subsection furnished on or after

(iii) in subsection (j), by Inserting "and SEC.. 12903. MISCELLANEOUS AND TECHNICAL pitO. January 1, 1992, if a nonparticipating sup-
pat C" after "thIs part". VISIONS RELATING TO PART B. plier furnishes the item to an individual en-

(C) Section 6003(gX3)(CXvii)(I) of, the (a) ExrNsIoN OF DEMONSTRATIONs.— titled to benefits under thIs part, the suppli-
Omnibus Budget Reconciliation Act of 1989 (1) PRZVENTION DEMONs'rRATION5.—SectiOn er may not charge the individual more than
Is amended by striking "each place it ap- 9314 of the Consolidated Omnibus Budget the limiting charge (as defined in subpara-
pears". . Reconciliation Act of 1985 Is amended— graph (B)).

(D) Section 1835(c) of the Social Security (A) in subsection (a), by striking "4-year" "(B) LIMITING cHARGE DEFINED.—In sub-
Act (42 U.S.C. 1395n(c)) Is amended— and Inserting "5-year"; paragraph (A), the term 'limiting charge

(i) in the first sentence, by striking "a hos- (B) in BubsectiOn (e)(2), by striking "Not means, with respect to an item furnIshed—
pital" and Inserting "a hospital or a rural later than five years alter the date of the "(i) in 1992, 120 percent of the amount
primary care hospital"; enactment of thIs Act, the Secretary shall specified for the item under thIs subsection,

(ii) in the second 8entence, by striking submit a final report" and Inserting "Not and
"1833(a)(2)" and Inserting "1833(a)(2) (Or, in later than April 1, 1993, the Secretary shall "(ii) in a subsequent year, 115 percent of
the case of a rural primary care hospital, in 8ubmit an interim report"; the amount specified for the item under
accordance with section 1833(a)(6))"; and (C) in subsection (e), by adding at the end this subsection.

(ill) by striking the third sentence. the following new paragraph: "(C) ENFORcEMENT.—If a supplier know-
(E) Section 1886(dX8)(C) of such Act (42 "(3) Not later than April 1, 1995, the Sec ingly and willfully bills in violation of sub-

U.S.C. 1395ww(d)(8)(C)), as amended by sec- retary shall submit a final report to those paragraph (A). the Secretary may apply
tion 6003(h)(3) of the Omnibus Budget Rec- Committees on the demonstration program sanctions against such supplier In accord-
onciliation Act of. 1989, Is amended— and. shall include in the report a compre- ance with section 1842fl2) in the same

(i) in clause (i), in the matter preceding hensive evaluation of the long-term effects manner as such sanctions may apply to a
subclause (I), by striking 'area—" and in- of the program.".; physician.".
serting "area, or by treating hospitals locat. (D) in 6ubsection (f), by gtrlking (g) AREA ADJV5TMENT FOR DURABI.E MEDI-
ed in one urban area as being located in an. "$5,900,000" and Inserting "$7,500,000"; and CAL EQUIPMENT.—
other urban area—"; (E) in Subsection (f), by Inserting before (1) COuZcTION AND ANALYsIS OF sUPPLIER

(ii) in clause (iXIl), by gtrlklng "rural the period at the 'end the followlnw. "and COST DATA.—The AdminIstrator of the
county" and Inserting "county or area"; shall not exceed $3,000,000 for the compre- Health Care Financing AdminIstration

(Hi) by striking clause (ii); and hensive evaluation referred to in subsection shall, in consultation with appropriate orga-
(iv) by redesignating clauses (Ill) and (iv) (è)(3)". nlzations, collect data On supplier costs of

as clauses (ii) and (iii). (2) ALZBZIMR'S DISEASE DflO1STRATION durable medical equipment for which pay-
(F) Section 1886(d)(10) of such Act (42 poJzcTs.—8ectiOn 9342 of the Omnibus znent may be made under part B of medi-

U.S.C. 1395ww(d)(10)), as added by section Budget Reconciliation Act of 1986 Is amend- care program, and shall analyze such data
6003(h)(1) of the Omnibus Budget Reconcil- ed— to determine the proportions of such costs
Lation Act of 1989. Is amended— (A) .in subsection (c)(1), by 8trlklng "3 attributable to the service and product com-

(i) in Bubparagraph (B)(ii), by Inserting years". and Inserting "5 years", and ponents of furnIshing such equipment and
"firet" alter "make", (B) in subsection (d)(1), by striking "third the extent to which such proportions vary

(H) in subparagraph (Cxiii)(I), by striking year" and Inserting "fourth year". ' by type of equipment and by the geographic
the deadline referred to in clause (ii)" and (b) REvIsE INP0R.MATION oi PMT B CLAIMS region in which the supplier Is located.
Inserting "the date on which the hospital Fo.—8ection 1833(q)(1) of the Social Se. (2) DEvEI.oP3LiiT OF GEOGRAPHIC ADJUsT
submits its application"; and . curity Act (42 U.S.C. 13951(q)(1)) Is amended MENT INDtx; REPORTS.—NOt later than March

(iii) in subparagraph (C)(iii)(U)— by striking "and indicate whether ornot the 1, 1092—.
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(A) the Administrator shall submit a

report to the Cormnttees on Energy and
Commerce nd Ways and Means of the
House of Re entaUve and the Commit-
tee on Finance of the Senate on the data
oollccted and the ana1yss conducted under
cubparagraph (A), d shall include m 8ueh
report the Adnimistrator's reeoinmenda-
Uoii for a geographie cost adustznent
index for suppliers of durable medkI
equipment under the medicare program and
en analysis of the Irnpa of such propo6ed
Index on paymert under the medicare pro-
gran and

(B) the Comptroller C-ereraI shall submit
a report to the Committees on ergy and
Commerce an1 Ways and Means of the
House of Representatives and the Co imit-
tee on Finance of the Senate analyzing on a
geographic ba.is the supplier costs of dura-
ble med,cal equipment under the medicare
program.

(h) DcscLoswuo OwN1smp.—
U) L cEERAL—Tjue Xl of the Social Se-

curity Act is a'nended by Inserting after sec-
ton 1124 the following new section:

DISCLOSURK RQUIEEMEWTS FOR OT}ftR
I'RovImPS UXD pr B O wErnCAp

Sec. 1 124A. (a) DlsclosuRi RQv11t To
Rcrv PAYEqT.—NO p2ymcnt ray be
nade undei part B of Utle XVIII for items
or services furnihed by any disclosing part
B provider une such provider 1ia provid-
ed the Seeretary with full and complete In-
formation—

'(1) on the Identity of each person with
Bfl ownerthip or control ir.terest In the pro-
vder or in any subcontretor (as defined by
the Secretary in regulations) in which the
provider dreet.1y or ind!reUy has a 5 per-
eert or niore ownership interest: and

(2) wI th respect to any person identified
under pnragrph (1) or any mnging em-
ployee of the provider—

'(A) on the dent.1ty of axy other ent1tes
providing items or services for which pay-
wtent my be made under Utle XVIII of the
ovia1 Security Aet with respect to which
such person or managing etnpoyee is a
person with ar owrership or eontrol inter-
est at the tLne such information i supplied
or at any tine during the 3-year period
erding on the date such information ts sup-
plied, and

"(B) a to whether any penalties, assess-
ments, or exclusions have been assessed
Bganst such person or managing employee
uider S-tion 1128, lt2BA, or tl2BB,

(b) UirMTE5 ?O INFORMATION SUPPLJID.—
A discIoing part B pr,vkJer shall notify the
Secretary of any changes or updste to the
lnfornation supplied under subsecUon (a)
not later than 180 days titer such changes
or updates take effeet.

c) DFIN[T!ONS.—FOr purposes of this
section—

'(1) the term 'dsc1osing part B provider'
means any entity reeeivlng myment on an
Pssignment-related ba.sis for furnishing
items or eervces for which pyrnent may be
made under part B of title XVflI, except
that such term does not include an entity
described in sedion 1124(a)(2);

(2 the term managing employee' zteans,
with respect to provider, a person de-
cribed in sect1on 1t26(b); and

'(3) the term person with an ownership
or Cciitro! interesV meafls, with re5pect to a
procider—

(A) a person described hi section
1124(aX3). or

'(B) a person who has one of the 5 'argest
direct or 1ndiect owwrshp or control inter-
eats tn the prosSdee.

(2) CTMrAL PT7At?y FO ?OVThG FALSE
I? oRMATIoN.—8e,ton.11 28B(e) of ztch Act
(42 U.S.C 132ea-Th(e)) niended by strik-

ing "health care program" and inserting
heIth care program, or with respect to In-

formation required to be provided under
section 1124A.".

(3) FAILUU TO PROVIDE INFORMA2ION AS
GROUNDS FOR PERMISSIVE ExcLUsIO1 FBOM
PROGLM.—Sect.ion 1128(o)(9) of Luch Act
(42 U.S.C. 1320a-7(bX9)) Is amended by
striking '1124' and insertIng "1124. section
1124A,".

(4) EFFWTXVE DATE.—The amendments
made by paragraph (1). (2), and (3) shall
&ppy wiLh rapecL to Items or services fur-.
nished on or alter—

(A) January 1. 1993, in the case of teins or
services furnished by a provider who, on or
before the date of the enactment of this
Act, ha.s furnished Items or services for
wheh payment may be made under part B
of tjfJe XVIII of the Social Security Act; or

(B) January 1, 1992, In the se of items or
servio furnished by any other prov1d.

(i) Trwnci. AMizrtrns R*rncc To
Pycz&isi PAiwrs AJD mz RB-RV&—

(I) PR0WWITION Of COMPARABILITY WVST-
MNTs.—SecUon 1848W of such Act (42
tLS.C. 1395w-4(1)) Is amended by adding at
the ed the following new pazagrsph:

(2) No COMPARABILITY ADJUsTMT.—Por
physicians' services (Including radiology and
anesthia services) for which payment
under Läz pzrt Is determined under this sec-
tion—

LA) a carrier may not make any adjust-
nen n the payment amount under section
1842(b)(3)(B) on the basis that the payment
amount is higher than the charge applica-
ble, for a comparable services and under
comparable circumstances, to the policy-
holders and subscribers of the c8rner.

(B) no payment Mljuntment may be made
under section 1842(bX8), and

'(C) section 1842th)(9) shall not app'y
(2) PERIoDIC REV[W AND ADJUSTMEWTS.—
(A) REMTTvt VALUEs.—6ecton

1848<cX2XB)U) of such Act Is amended by
striking ..5 years" and Inserting "3 years.

(B) C pnc &DJSTbrDrr FACTO15.—
Section 1848e)U) of such Act is amended—

(i) in subaragraph (A). by striking sub-
paragraph tEr aid inserting "subpara-
graphs (B) and (C)". and

(ii) by adding at the eid the following new
subparagraph:

(C) PERIOrnC REVIEW AND ADJUSKENTS IN
GEOGRAPRIC £DJSTMEiT FACTORS —The Sec.
rttry. not less often than every 3 years.
shall review the thdlces established under
subparagraph (A) and the geographic index
vaues applied under this subsection for all
fee schedule areaz. Based on such review,
the Secretary may revise Mich Index and
adjuct such Index values, except that. if
more than 1 year has elaped since the 1at
previous adjustment, the adjustment to be
appticd in the f!rst year of the next adjust-
ment shall be of the adjustment that oth-
erwise would be made.".

3) Misc icoUs coBcr1ows.—
(A) CRAIWS IN SECrIO!q 1848—Section

1848 of 5uth Act (42 U.S.C. 1395w-4) is
ftnlended—

(I) tn sub6et1on (aX2)(D)(lD, by inserting
the weighted average of (I) such weighted
a'erage prevailing charge, and (II) " alter
'wehted svergc prevailing tharge

(ii) in subsection (cXl)(B). by striking the
Inst ntenee

(HI) in subsections (c)(3)C)U1)(H) and
(c)(3XCXiI)II). by trlk1ng "by" the first
piace it appears In each respective subsec-
tion;

(iv) In stlb3ection (c). by rede1gnat1ng the
5econd paragraph (3). and paragraphs (4)
and (5), as paragraihs (4) through (6), re-
8pecttvely
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(v) in &ubaection (c)(4). as redesignated by

subparagraph (C). Is amended by striking
'subsection" and inserting "section";

LW) In subsection (d)(IXA). by striking
"subparagraph (C)' and inserting "para-
graph (3)";

(vii) n the Iat gentence of &ubsecUon
(d)(2XA). by strking "proporUon of HMO
enrollees" and inserting 'proportion of ndi-
viduals who are enrolJed under this part
who are }LMO enrollees";

(VIII) in subsection (d)(2)(EXi), by irert-
lug "the" alter 'as set forth

(ix) in subsection (dX2XE)(tIXI), by insert-
Ing "payments for" after "under this part
for";

(x) th subsection (dX3)(BXil)—
(I) by hiserting 'more than" alter de-

tease of". and
(H) In subclause (I), by striking 'more

than
(xi) in paragraphi (1)(DXI) end (2)(AXI)

of subsection if), by striking 'calendar
years" and inserting "porLions of calendar
years';

(xii) In subsection (fM4)(A). by stilking
'paragraph (Br arid inserting subpara-
graph (Br;

(xtii) in subparagraphs (A) and (B) of sub-
section (g)(2), by Inserting "other than radi-
ologist ser1cei subject to section 1834(b)."
after "during 1991," nd alter "during
1992,", respectively; and

(,v) In subsection (X1)(A). by striking
"historical ptyment basis (as defined in Eub-
8eCtOn (aX2XC)(i)Y' and Inierting adjust-
ed hstoricaJ payment basis (as defined in
subsection (a)(2XD)(D)".

(B) M:sCuNEOus.—
(i) Effective as if included !n the Omnibus

Budget Reconciliation Aet of 1989, section
6102(e)(4) of such Act Is amended by insei-t-
tng 'determthecl" after preva1ling charge
rate".

(II) Effective January 1, 1991, section
1842bX3XG) of the Sodal Security Act, as
amended by section 6102(e)(2) of Omntbus
B'dget Rcorctflation Act of 1989, is
arncnd:d by strikIng "subsection (J)(1)C)"
and inserting "section 1848(g)(2Y.

iii) Section 1842(b)(12)(A)(i1)(H) of the
Social Security Act, as amended by section
6iO2eX4) of the Omnibus Budget Reconcili-
ation Act of 1989, is amended by striking
as the case may be'.

(iv) Section 1833(aXl)(H) of the Social Se-
cunty Act, as amended by section 6102e)(5)
of the Omnibus Budget ReconcfliaUoD Act
of 19Z9. is amended by striking ", as the e
m&y be'.

(v) Section 6102(e)(11) of the Omnibus
Budget Reconciliation Act of 1989 is amend-
ed by AnsrUng "oT BeaJth and Buman Serv-
ices' after SecreLary".

C) REJ'&i 07 £POS NO LOGR RE-
QU1EJD.—

(I) Subsection (b) of £ecUon 4043 of the
Omnibus Budget Rondliation Act of 1987
is repealed.

(ii) Subsection (c) of section 4048 of such
Act Is repealed.

Ciii) Section 4049(bXl) of such Act is
amended by striking . and shall report"
and all that foflow up o the period at the
end.

v) Subsection (d) of sectIon 4050 of such
Act is repealed.

(v) Section 4.056(a)(1) of such Act, as re-
designated by section 411W(14) of the Medi-
care Catatrophk Coverage Act of 1988. is
amended by sulking the last sentence.

(vi) Section 4056(b)(2) of such Act .s
amended by st.rthing the second sentence.

(D) Avs-z'T 0? rcriv flATES.—EI-
Iective as U included In the ermct.men of
the Orrmbus Budgct Reconciliation Act of
1987—
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(I) section 4048(b) of such Act is amended

by striking 'January 1, 1989" and Inserting
"March 1, 1989", and

(ii) section 4049(b)(2) of such Act Is
amended by striking "January 1, 1989" and
InsertIng "AprIl 1, 1989".

) Ovzm MINOR AND TECUNICAL AMID-
MENTS.-

Li) IMMEDIATE ENROLLMENT IN PART S BY IN-
DIVIDUALS COVERED BY AN EMPLOYMENT-BASED
PLAN.—

(A) IN oziszasi,—Subparagraphs (A) and
(B) of section 1837(1)13) of the Social Securi-
ty Act (42 U.S.C. 1395p(i)(3)) are each
amended—

(1) by striking 'beginning with the first
day of the first month In which the Individ-
ual Is no longer enrolled' and inserting "In-
cluding each month during any part of
wtiich the individual Is enrolled", and

(II) by striking "and ending seven months
later' and Inserting "ending with the last
day of the eighth consecutive month in
which the individual Is at no time so en-
rolled".

(B) Paragraphs (1) and (2) of section
1838(e) of such Act (42 U.S.C. 1395q(e)) are
amended to read as follows:

"(1) in any month of the special enroll-
ment period In which the individual Is at
any time enrolled In a plan (specified in sub-
paragraph (A) or (B), as applicable, of sec-
tion 1831(i)(3)) or in the first month follow.
Ing such a month, the coverage period shall
begin on the first day of the month in
which the individual so enrolls (or, at the
option of the Individual, on the first day of
any of the following three months), or

"(2) In any other month of the special en-
rollment period, the coverage period shall
begin on the first day of the month follow-
ing the month In which the individual so en-
rolls.".

(B) EFFEcTIvE DATE—The amendments
made by subparagraph (A) shall take effect
February 1, 1991.

(2) DEVIL0PMEN'r oP czrs'xazA REGARDING
CONSULTATION Wrrn A PIY5IcIAN AS REQUIRE-
MRN'r FOR SOCIAL WORKER SERVICES.—

(A) Is ouixiui.—Section 8113(c) of the
Omnibus Budget Reconciliation Act of 1989
Is amended—

(I) by Inserting "and clinical social worker
services" after "psychologist services"; and

(II) by striking "psychologist" the second
and third place It appears and Inserting
'psychologist or clinical social worker".

(B) Emcrrvz DAT'Z.—The amendment
made by subparagraph (A) shall apply to
services furnished on or alter January 1.
iggi.

(3) CLAMTICATIOR OR TERMS OF EXTENSION
OF KVNICIPAL HEALTh SERVICE PROJECT WAXy.
ms—The extension of the municipal health
service demonstration prolects under sec-
tion 9215 of the Consolidated Omnibus
Budget Reconciliation Act of 1915, as pro-
vided for in the amendments made by sec-
tion 8135 of the Omniinxs Budget Reconcili-
ation Act of 1989, shall be on the same
terms and conditions as were In effect as of
December 18, 1989, except for the extension
of the period of such projects.
SEC. 11504. PROVISIONS RELAYING TO HEALTH

MAIl'TENANCE ORGANIZATIONS.
(a) REGULATION OF INCENTIVE Paasvrrs To

PHYSICIANS.—
(1) IN oE,5aaL,—SecUon 1876(i) of the

Social Security Act (42 U.S.C. i3O5mmi)) Is
amended by adding at the end the following
new paragraph:

"(8XA) Each contract with an eligibie or-
ganization under this section shall provide
that the organization may not operate any
physician incentive plan (as defined In sub-
paragraph (B)) unless the following require-
ments are met:
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"(I) No specific payment Is made directly

or thdlrectiy under the plan to a physician
or physician group as an Inducement to
reduce or limit medically necessary services
provided with respect to a specific Individual
esu'olled with the organization.

"(ii) U the plan places a physician or phy-
sician group at subetantlal financial risk (as
determined by the Secretary) for services
not provided by the physician or physician
group, the organization—

"(I) provides stop-loss protection for the
physician or group that Is adequate and ap-
propriate, based on standards developed by
the Secretary that take Into account the
number of physicians placed at such sub-
stantial financial risk In the group or under
the plan and the number of Individuals en-
roiled with the organization who receive
services from the physician or the physician
group, and

"(II) conducts periodic surveys of Individ-
uals enrolled or previousiy enrolled with the
organization to determine the degree of
access of such individuals to services provid-
ed by the organization and satisfaction with
the quality of such services.

"(lii) The organization provides the Secre-
tary with descriptive information regarding
the plan, sufficient to permit the Secretary
to determine whether the plan Is in compli-
ance with the requirements of this subpara-
graph.

"(B) In this paragraph, the term 'physi-
cian incentive plan' means any contractual
compensation arrangement between an eli-
gible organization &nd a physician or physi-
cian group that may directly or Indirectly
have the effect of reducing or limiting serv-
ices provided with respect to individuals en-
rolled with the organization.".

(2) PENALTIES—SectIon 1878(I)(8XA)(vl) of
such Act (42 U.S.C. 13951nzn(1X6)(A)(vi)) Is
amended by striking "(gX8)(A)," and insert-
ing "(g)(6)(A) or paragraph (8);".

(3) REPEaL OP PR0HXBITION.—Sectlon
1128A(bXi) of such Act (42 U.S.C. 1320a-
7a(b)(i)) Is amended—

(A) by striking ', an eligible organization"
and all that follows through "section 1878,",

(B) by adding "and" at the end of sub-
paragraph (A),

(C) by striking subparagraph (B),
(D) by redeslgnat.Ing subparagraph (C) as

subparagraph (B), and
(E) by striking "or organization".
(4) ErrarvZ D*T&—The amendments

made by paragraphs (1) and (2) shall apply
with respect to contract years beginning on
or after January 1, 1991, and the amend-
ments made by paragraph (3) shall take
effect on the date of the enactment of this
Act.

(b) Revisiows IN AAPCC Mrruonoi.ocY.—
(1) [ic oENcR...L,.—The Secretary of Health

and Human Services shall revise the meth•
odology used In making the determinations
required under section 1876(aXIXA) of the
Social Security Act for years beginning with
1992, and shall (notwithstanding the first
sentence of such section) Include such re-
vised methodology In the notice provided
pursuant to section 1876(a)( IXF) of such
Act for 1991.

(2) Dsscaxrrsow or aEvTsIoNs.—In revising
the methodology described jn paragraph (1),
the Secretary shall consider—

(A) the differences In costs associated
with medicare beneficiaries with differing
health status and demographic characterls-
tIc

(B) the d1lferes In costs associated
with medicare beneficiaries who are en-
rolled with an eligible organization with a
contract under section 1874 of the Social Se-
curity Act and beneficiaries who are not en-
rolled with such an orgsnlntlon

H 10315
(C) the effects of using alternative geo-

graphic classifications on the determination
of costs assod&ted with beneficiaries resid-
ing In different areas

(U) the timeliness of the data used to de-
velop the national average per capita rates
and the effect of the timeliness of such data
on the appropriateness of such rates; and

(E) the appropriateness of the method
used to update data used in developing such
per capita rates.

(c) AF?UCATION OF Nsiiosal, COVERAGE DE-
CISIONS.— -

(1) IN cm rasi,.—Section 1816(c)(2) of such
Act (42 U.S.C. 1395mm(c)(2)) Is amended—

(A) by redesignating clauses (i) and (ii)
and subparagraphs (A) and (B) as sub-
clauses (I) and (II) and clauses (I) and (Ill,
respectively,

(B) by Inserting "(A)" after "(2)"; and
(C) by adding at the end the following

new subparagraph:
"(B) If there Is a national coverage deter-

minatIon made in the period beginning on
the date of an announcement under subsec-
tion (a)(1XA) and ending on the date of the
next announcement under such subsection
that the Secretary projects will result in a
significant change In the costs to the organi-
zation of providing the benef Its that are the
subject of such national coverage determi-
nation and that was not Incorporated in the
determination of the per capIta rate of pay-
ment included in the announcement made
at the beginning of such period—

"(I) such determination shall not apply to
risk-sharing contracts under this section
until the first contract year that begins
alter the end of such period; and

"(ii) IL such coverage determination pro-
vides for coverage of additional benefits or
under additional circumstances, subsection
(aX6) shall not apply to payment for Such
additional benefits or benefits provided
under such additional circumstances,
unless otherwise required by law.",

(2) CONFORMING AMENDMmFI.—SecUon
1876(a)(6) of such Act Is amended by strik-
ing "subsection (c)(7)" and Inserting "sub-
sections (c)(2XB)(il) and (cX7)'.

(3) ErrwTivs DATE.—The amendments
made by this subsection shall apply with re-
spect to national coverage determinations
that are not incorporated In the determina-
Uon of the per capita rate of payment for
individuals enrolied for 1991 with an eligible
organization which has entered Into a risk-
sharing contract under section 1676 of the
Social Security Act.

(d) LIMrrs oN PAYMENTS FOIl OUT-OF-AREA
SERvIcES UNDER PART B—

(1) IN GLNzaAL,—Sectlofl 1876(j) of the
Social Security Act(42 U.S.C. 1395mm(j)) Is
amended—

(A) by striking "physicians'" each place it

(B) by striking 'services" each place It ap-
pears and Inserting "Items or services"; and

(C) in paragraph (1)—
(I) by striking "physician" each piece it

appears and Inserting "physician, supplier,
as' other provider of services", and

(LI) In subparagraph (A), by striking "the
participation agreement under section
1842(hXl) is deemed to provide that the".
(2) vscrivt DATL—The amendments

made by paragraph U) shall apply with re-
spect to items and services furnished on or
after January 1, 1991.

(C) RxTaoacrzvE Esuou,uncT.—
(1) IN omemss..—Sectlon 1876(aMLME) of

such Act (42 U.s.C. 1395mm(aXIKE)) Is
amended-

(A) by striking "(E)" and Inserting
"(E)(i)"; and

(B) by adding at the end the following
new clause:
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"(fiX!) Subject to subclause (11), the Sec.

retary may make retroactive s4justments
under clause (i) to take into account Individ-
uals enrolled during the period beginning on
the date on which the individual enrolls
with an eligible organization (which has a
risk-sharing contract under thla Bection)
under a health benefit plan operated, spon-
sored, or contributed to, by the Individuars
employer or former employer (or the em-
ployer Or former employer of the Individ-
ual'a spouse) and ending on the date on
which the individual Is enroUed In the plan
under this section, except that for purposes
of nak1ng such retroactive adjustments
under this clause, such period may not
exceed 90 days.

• "(II) No adjustment may be made under
subclause (I) with respect to any individual
who does not certify that the organization
provided the Individual with the explana-
tion described In subsection (c)(3)(E) before
the Individual enroUed with the organiza-
tion.'.

(2) Emcrxv DAfl.—The amendments
made by paragraph (1) shall apply with re-
spect to individuals enrolling with an eligi-
ble organization (which has a risk-sharing
contract under section 1876 of the Social Se-
curity Act) under a health benefit plan op-
erated, gponsored, or contributed to, by the
Individual's employer or former employer
(or the employer or former employer of the
Individual's spouse) on or after January 1,
1991.

(f) Puuc HMOs.—Section 1876(f)(1) of
3uch Act (42 U.S.C. 1395mm(f)(1)) Is amend-
ed by striking the period and Inserting ", or,
In the case of an ellglble organization that Is
owned and operated by a governmental
entity, an enroUed membership at least one-
half of which consists of Individual who are
not entitled to benefits under this title.".
SEC. 12905 STANDARDS FOR MEDICARE SUPPLE-

MENTAL INSURANCE.
(a) SnuurxcArxow 0? PoucIEs.--Section

1882 of the Social Security Act (42 U.S.C.
1395ss) Is amended—

(1) In subsection (bXl)—
(A) In subparagraph (B), by striking

"through (4)" and Inserting "through (5)",
(B) by striking "and" at the end of sub-

paragraph (D),
(C) by adding "and" at the end of sub-

paragraph (E), and
(D) by Insertlhg after subparagraph (E)

the foUowlng new subparagraph:
"(F) meets the requirements In paragraph

(1) of subsection (p),";
(2)In subsection (c)—
(A) by striking "and" at the end of para-

graph (3),
(B) by striking the period at the end of

paragraph (4) and insertihg "; and", and
(C) by InsertIng after paragraph (4) the

foUowlng new paragraph:
"(5) meets the requirements-of paragraph

(1) of subsection (o)."; and
(3) by adding at the end the foUowlng new

aubsections:
"(oXl) The requirements of this para-

graph are foUows:
"(A) Except as provided in paragraph (3),

.each medicare 5upplemental policy shall
provide for coverage of 1 of 4 groups of ben-
efits specified by the Secretary under pars-
graph (2), or, in the case of a State making
an election under subsection (pX1XA), 1 of
4 groups of benefits specified under the p-
proved State regulatory program.

'(B) An Insurer may not aeU a medicare
supplemental policy to an Individual unless
the Insurer has offered the Individual a
medicate supplemental poilcy that only In-
cludes the 8tandard group of benefits de-
scribed In paragraph (2xA.

"(2) The Secretary shall specify the bene-
fits to be provided in each of 4 different
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groups of benefits which may be provided
under medicare supplemental policies,
Issued in a State without an approved State
regulatory program, as foUows:

"(A) One group of benefits (in this subsec-
tion referred to as the 'standard group of
benefits') shall only Include the following:

'(i) Payment of hospital coinsurance
amounts Imposed under subparagraphs (A)
and (B) of section 1813(a).

"(ii) Upon exhaustion of all benefits under
part A with respect to Inpatient hospital
services, coverage of 100 percent of all ex-
penses for inpatient hospital services recog-
nized under part A but not otherwise cov-
ered under such part, subject to a lifetime
maxImum benefit of an additional 365 addI-
tional days of inpatient hospital services.

"(iii) Payment of coinsurance amounts
(other than the deductible under section
1833(b)) Imposed under part B.

"(iv) Payment of the deductibles for blood
under sections 1813(a)(2) and 1833(b).

"(B) The other groups of benefits shall In-
dude the benefits described In subpara-
graph (A) and increasingly comprehensive
additional benefits.
The Secretary shall specify the uniform lan-
guage to be used in specifying such benefits.

"(3) A medicare supplemental policy may
offer benefits, which are in addition to
those specified under paragraph (2) (or, In
the case making an election under subsec-
tion (p)(1XA), to those specified by the
State) and which (A) are not available
under any group specified under such para-
graph or (B) are available In a different
form under such a group, if the Secretary
(in the cue of a poilcy certified under sub-
section (a)) or the State (In the case of an
approved State regulatory program) ap-
proves such benefits and if the insurer
specifies the additional premium Imposed to
receive each such additional benefit.

"(pXl) For purposes of subsection
(bX2)(F), the requirements of this para-
graph are as follows:

"(A)(i) Each State may elect to specify the
benefits to be provided in each of 4 different
groups of benefits which may be provided
under medicare supplemental policies lsBued
In the State, if such Bpecifications provide
as foUows:

"U) One group of benefits shall be the
standard group of benefits (specified In sub-
section (o)(2)(A)).

"(II) The other groups of benefits shall in-
dude the standard group of benefits and In-
creaslngly comprehensive additional bene-

Any State making such an election shall use
uniform language to be used In specifying
such benefits, except that the uniform lan-
guage to be used for the 8tandard group of
benefits shall be the uniform 1*nguage spec-
ified for that group by the Secretary under
subsection (oX2).

"(ii) Each State which approves additional
benefits under subsection (o)(3) shall report
to the Secretary animally on the benefits so
approved.".

(b) REQUIRING Uicxro Pouc Drscarp-
lION BEPORZ PuRcaisE.—8ectlon 1882(oXl)
of such Act, as amended by subsection (a) of
this section, Is amended by adding at the
end the foUowlng new 8ubparagraph:

"(C) Before the lsuance of any medicare
supplemental policy (or, In the case of a
poilcy Issued before the effective date of
regulations to carry out this subpamgraph,
before the first renewal of iuch a policy oc-
curring after such date), there must be pro-
vided a description of the policy's benefits
that us uniform language and format (In-
cluding layout nd print size), 8pecified by
the Secretary, that fadilit1ate comparison
among medicare supplemental policies and
comparison wtth medicare benefits.".

October 16, 1990
(c) PREVEWrION 0? DUPLICATE MEDIGAP

COVERAGE.—
(1) N0TIcE.—Sect!on 1882(d) of such Act Is

amended—
(A) in paragraph (5), by striking "and

(4)(A)" and Inserting ", (4)(A), and (5)(A)"
and by redesignating such paragraph as
paragraph (6), and

(B) by Inserting after paragraph (4) the
following new paragraph:

"(5)(A) It Is unlawful for an entity to issue
a medicare supplemental policy to an indi-
vidual unless the entity obtains from the in-
dividual, as part of the application for the
Issuance of the policy, a written statement
signed by the individual 8tating, to the best
of the individual's knowledge, what medi
care supplemental policies (if any) the indi.
vidual has and whether the individual has
applied for and been determined to be enti-
tled to any medical assIstance under title
XIX (whether as a qualified medicare bene-
ficiary or otherwise). Any entity that vio.
lates the previous sentence Is subject to a
civil money penalty not to exceed $5,000 for
each policy Issued in violation of such sen-
tence.

"(B)(i) Except as provided in clauses (ii)
and (iii), if the statement required by sub-
paragraph (A) Is not obtained or indicates
that the individual has another medicare
supplemental policy or indicates that the in-
dividual has applied for and been deter-
mined to be entitled to any medical assist-
ance under title XIX, the Issuance of such a
poilcy shall be considered to be a violation
of subparagraph (A).

"(ii) Clause (i) shall not apply in the case
of an individual who has another medicare
supplemental poilcy, if the individual indi-
cates In writIng, as part of the application
for Issuauce, that the policy being Issued Is
Intended to replace such other policy and
Indicates an Intent to terminate the policy
being replaced when the new poilcy becomes
effective.

• "(iii) Clause (i) also shall not apply if a
State medicaid plan under title XIX pays
the premiums for the poilcy.".

(2) SustIsiow 0? POLICIES D7RING RECEIPT
0, MZDICAID BKNKI'ITS—Section 1882(o)(1) of
such Act, as added by subsection (a) and as
amended by subsection (b, Is amended by
adding at the end the foUowlng new sub-
paragraph:

"(D) Each medicare supplemental policy
shall provide that benefits and premiums
under the poilcy shall be suspended for the
period (of up to 12 months) in which the
policy or certificate holder Indicates that
the policy or certificate holder has applied
for and been determined to be entitled to
medical assistance under title XIX. If such
suspension occurs and if the policy or certif-
icate holder loses entitlement to such medi-
cal assIstance within such 12 month period,
coverage under such policy shall be auto-
maticafly reinstituted (effective as of the
date of termination of such entitlement)
under terms described In subsection
(n)(6)(AXII) 11 the policy or certificate
holder provide8 notice of loss of such enti-
tlement withIn 90 days after the date of
such loss.".

(3) I 1mnc7xolq 0? DtJPUCAT! COVEE-
AGE.—Section 1882(d) of such Act Is amendS
ed-

(A) in paragraph (6), as amended and re-
designated by paragraph (1)—

(I) by striking "and (5)(A)" and Inserting
"(S)(A), and (6)(C)", and
(ii by further redesignating such para-

graph as paragraph (7); and
(B) by Inserting after paragraph (5) the

foUowlng new paragraph:
"(6XA) Each Issuer of a medicare supple.

mental policy shall file with the Secretary a
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US of the kidMduals who axe 'policyholders termtnes to be necomrv or sppropiate to (3) The 8ecretary shall submit In Febru-
of such policies and, In the case of a group protect the sonfidentlality of such soda] ae- ary of each year (beginning with 1993) a
policy, who are ceflificateho&ders, as of Oc- airILy acaiunt numbera," and report to the Committee on Ways and
tober 1 of such year. Such Us shall be filed (D) In danse (Iv) (as redesignated), by Means of the Rouse of Representatives and
not later than February 1 of each year (be- striking 'subclauae (I) of xae (I)" and the Committee on 1nance of lIt Senate, on
ginning with 1992) and In an electronic form 'ii"e UI) of da*ae (0" and iniertlag a policy-specific basis, on loss-ratios under
specified by the Secretary. Fch such list 'Iaze ttr and "dSAe (UY.respectively. edkare supplemental policies and the use
shall Identify individuals by name, address (5) Co!mnDThTIaLITT or $OCI&L VlflT of eailor* such as a required rebate or
the Indlvlduals social aecurit.y account ANT WUW.—8ecti*m .205(cX2XC) of credit or the dlsllowanoe of pi-emlurn In-
number, and the date the policy became of- the Social Security Ad; (42 U.S.C. creases, for policies that fail to meet the re-
fectlve with respect to the IndividuaL 406(CXIXC)) is a1nId5d by adding at the Irement of subsection (cX2).".

"IS) Each employer with 100 or more em- end Use following now dause: - (e) Pas-iarao COenITIOw IaysrrATIolms
p)oyees offering retiree health benefits "(VIIXI) SOCial security account su Lirrarroim ow MmicaL UIiD!RWIIXT-
shall flie with the Secretary (not later than and related lecorde which are obtained or Ipc.—Sectlon 1*82 of such Act Is amended—
February 1 of each year (begthnIg with 15lnt*ined by authorised persons pursuant (I) In subsection c), In the matter before
1992) and In an eiectrorilç form specified by to any p avisIon of law enacted on or paragraph (1). by IneerUng''or the require-
the Secretary) a list of the individuals (Iden- October 1. 1990. shall be conftdential, and oX1XF'

"tilled by name. address, and social security pith an icrised person shall disclose any after 'paragraih (3)".
account number) who are retirees, receiving such social security account ZtUInb& or c (2) In subsection (d)—
such benefits, and are 60 years of age or lated 10C054 (A) In paragraph (7), as amended and re-
older. "(U) Paragraths (1). (2), and(S) of section designated by subsection (C)—

'LC) Each Issuer or employer that fails to 72a) of the Internal Revenue Code of (1) by striking "and (6XCY' and InsertIng
file Information required uncier 1*86 shall apply with respect to the '1'' "(SXC), and (7)", and
graph (A) or (B) Is subject to a civil money c0d willful disclosure to any person of (U) by further' redesignatlng such pars-
penalty of not to exceed $50 for each social security account numbers and related grs as paragraph (8); and
vidual with respect to which the In! orson- emrds obtained or maintained by an au- (B) by Inserting after paragraph (6) the
Lion has not been provided. thoilsed person pursuant to a provision of

"(D) The Secretary shall provide for the law enacted on or after octoier .. foliowln new paragraph:

matching of the lists submitted under thI the same manner and to the seine "(7) Any Issuer for a medicare suppkmen-

paragraph once each y, such paragraphs apply with respect to tel policy that falls to meet the require-

"(EXI) The Secretary shall report each athol1 disclosures of return and return ntenta of enbparagraphs (5) and (F) of sub-

year to each State with an approved S Information described in such seétlon (oX 1) Is subject to a civil money pen-

regu]atory program, for each i.e- Paragraph (4) ci sectIon 7213(a) of sueii alty of not to exceed $5,000 for each such

siding in the State who— Code shall apply wish respect to the wflful falltire." and

"U) has coverage under two or more inedi- of any item of materisi value t (3) by adding at the end of subsection

earè supplemental policies (and the names change for ii ect (oXl), as added by subsection (a) and as

of the Iaiuers of such policies), or number or related record in Ute same amended by subsections (b) and (cX2). the

"(II) has coverage under such one or more manner and to the same extent following new subpatagraphE

medicare supplemental policies and has -p paragraph applies with respect to offers (in "(E) If a medicare supplemental policy re-

plied for and been determined to be entitled exchange for any return or return Inronna- places another medicare supplemental

o benefits under a s tion) described In such paragraph. , policy, the issuer of the replacing policy
'UII) For purposes of this clause, the shall waive any -time periods applicable to

term 'authorised person' means an officer or PieeXistiflg conditions, waiting period, ehinti-
the name and address of the hidivldti&l, the employee of the United States, an officer or naUon periods and probationary periods In
name of the Issuer of each SUCh PliC1. zd employee of any State, political subdivision the new medicare supplemental policy for
the date of issuance of each such policy. of a State, or agency of a State or political similar benefits to the extent such time was

"(Ii) The Secretary shall submit by not subdivision of a State, sod any othei- person spent under the original policy.
later than September tat of each year (be- (or officer or employee thereof), who has or "(F) The Issuer of a medicare supplemen-
ginning wIth 1992) a report to the COm1U1t had access to social security account num- tel policy may not deny or condition the Is-
tee on Ways and Means of the House of or related records pursuant to any pro- suance m' effectiveness of a medicare SUP-
Representatives and the Committee on Fl- visioc of law enacted on or after October 1, plemental policy because of health status,
nance of the Senate on the ertent of dupli- iwo. yoi par oses of this subclause, the claims experience, or medical condition for
cation of caverage under Medicare supple- term 'officer or employee' includes a former which an application Is submitted during
mental policies and duplication of coverage officer or emp4yee. the 6 month period beginning with the first
between retiree health benefits and mod- "UV For purposes of this clause, the term month in which the Individual (who 15 65
care supplemental policies. related reccrd means any record, list, or years of age or older) first Is enrolled for

"P Clause8 till) and (vii) of section compilatIon which Indicates, directly or In- benefits under part S.".
205(cX2XC) shall apply with respect to directly, the Identity of any Individual with (f) Miatiruw Loss R*rios von Daxiw Hos-
social security account numbers Included In respect to whom a social security account PITaX. IMDWPITY MD DREAD DISEASS PoLl
any filing made pursuant to this pars- number is maintained.". cme.—Sectlon 1882 of such Act, as amended
graph.", (d) Loss Rrrio RzeumsuTs.— by subsection (a), Is further amended by'

(4) Usx Of SOCIAl. sOR1TY accowir Pm- (1) Uswosm cazcuLAnoa.—Sectlon 'adding at the end the following new subsec-
ama sa msavznc*riow or nopLicara covu- 1882(c)(2) of such Act Is amended by strik- tlon
AGS ORDER UIGAP rOl.ICIsu.—SeCtlOn Ing "In accordance with accepted actuarial "((Xi) Each daily' hospital lndew*ntty' or
205(cX2XC) of such Act Is amended— principles and practices" and Inserting "in dread disease policy which Is Issued or sold

(A) by i-edeslgnatlng clauses (II), (Ill), and accordance with a uniform methodology, In- to, or renewed for, an Individual entitled to
(iv) as clauses (iv), (v), and (vi), respectivellr, cluding uniform repotlng standards, sped- benefIts under part A of part S of this title

(B) by 'redesignating subclauses (1) and fied by the Secretary, after consultation must be sold. Issued, or renewed in a State
(II) of clause (I) as clauses (I) and til) , re- with the National Association of Insurance with 'a loss-ratio enforcement program ap-
spectively; Cisvmioners, Federal and State regula- proved by the Secretary under paragraph

(C) by Inserting after elaine (U) (as redes- tory agencies, urers, sod organirntions (2), or, In the case of a State without such a
Ignated) the following new clause: rtw-e..eiiting consumers and the aged". program, must be determined by the Secre-

"(ill) No officer or employee of the De- (2) Axpuam sTars worn ow was- tary (upon application) to meet the loss-
partment of Health and Human Services RATI0s.—SecUon 1882(pXl) of such Act, as ratio requirements specified In pamgrapb
shall have access to social security account added by' subsection (a), is amended by' (3), For purposes of this paragraph, in the
numbers as contained in any list filed purma- adding at the end the foflowing: case of a noncancellable daily hospital in-
ant to paragraph (6) of section 1882(d) for "(B) The State must report annually to dernnity or thead disease policy Issued
any purpose other than the establishment The Secretary, on a policy-specific basis, on before an Individual attains 45 years of age,
of a system of records necessary to the of- loIn-ratios under medicare supplemental the policy shall be deemed to be renewed as
fective administration of such paragraph. policies sad the use of sanction', such as a of the date the policyholder or certificate-
The Secretary shall restrict access to social required rebate or credit or the disallowance holder attains 65 years of age.
security account numbers as contained In of premium increases, for p'lI'S. that fall 'U) The Secretary shall establish a proce-
any such Hat only to officers and employees to meet the requIrnt of mbsection dure, alnillar to the procedure described In
of the Department of Health and Human (cl(S).". '

- subsection (b), whereby a State may apply
Services whose dutIes or responsibilities me- (2) APPeaL raaraL wonT ow was- to the Secretary for approval of a loss-ratio
quire access for the administration of such R.ATlos.—Sectlon 1882(f) of such Mt Is enforcement program which provides for
paragraph (6). The Secretary shall provide amended by adding at the end Use following enforcement of the minimum lose-ratio re-
such other safeguards as the Secretary de- new pgrph quirements specified hi osragraph (3) for all
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Indemnity P.nd dread disease policies &old or
tsued In the State to Individuals entitled to
benefits under part A or part B of this title.

"(3XA) The minimum loss ratio require-
ments specified In this paragraph are as fol-
l0W8

"(I) The policy 8hall return (In aocordance
with a uniform methodology, Including uni-
form reportIng standards, specified by the
Secretary, after consultation with the Asso-
ciation, Federal and State regulatory agen-
cies. lnsurer8, and organizations represent-
trig consumers and the aged) to policyhold-
ers who are entitled to benefits under part
A or part B of this title in the form of ag-
gregate benefits provided under the policy,
at least 60 percent (in the ca8e of daily hos
pital indemnity policies) or 55 percent (in
the case of dread disease policies) of the ag-
gregate amount of premiums collected.

"(ii) The Issuer of the policy must provide
for the reporting to the State annually of
Information with respect to the actual ratio
of aggregate benefits provided to aggregate
premiums for such policyholders on forms
conforming to standards specified by the
Secretary for such purpose.

"(B) The Secretary shall establish uni-
form methodology for calculating loss-ratios
for purposes of this subsection. Such meth-
odology 8hall provide for the computation
of loss•ratios on the bails of individuals cov-
ered under such policies who are entitled to
benefits under part A or part B of this
title.".

(g) RrALTH INSURANCE INFORMATIoN, Couiq-
SELING, AND ASSISTANCE GIwrs.—

(1) GiLurrs PROGRAM.—
(A) IN GgNUAL.—The Secretary of Realth

and and HumAn Services (in this subsection
referred to as the "Secretary") shall make
grants to States that submit applications to
the Secretary that meet the requirements
of this paragraph for the purpose of provid-
trig Information, counseling, and assistance
relating to the procurement of adequate
and appropriate health thsurance coverage
to individuals who are eligible to receive
benefits under title XVIII of the Social Se-
curity Act (in this paragraph referred to all
"eligible individuals"). The Secretary shall
prescribe regulations to estabUsh a mini-
mum level of funding for a grant Issued
under this paragraph.

(B) Giwrr APPUcATI0NS.—(i) In submit-
ting an application under this paragraph, -
State m&y consolidate and coordinate an ap-
plication that consists or parts prepared by
more than one agency or department of
such State.

(II) As part of an application for a grant
under this paragraph, a State shall submit a
plan for a State-wide health insurance in-
formation, counseling, and aasistazice pro-
gram. Such program shall—

(I) establish or improve upon a health In-
8urance Information, counseling, and assist-
ance program that provides counseling (in-
cluding direct counseling) and assistance to
eligible individuals in need of health insur-
ance Information, including—

(a) Information that m&y assist individuals
in obtaining benefits and filing claims under
titles XVIII and XIX of the Social Security
Act;

(b) policy comparison Information for
medicare supplemental policies (as de-
scribed In section 1882(g)(1) of the Social
Security Act (42 U.S.C. 139ss(g)(1)) and in-
formation that may assist individuals in
filing claims under such medicare supple-
mental policies;

(c) Information regarding long term care
Insurance; and

(d) Information regarding other types of
health Insurance benefits Lht the Secre-
tary determined to be appropriate;
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(II) in conjunction with the health Insur-

ance Information, counseling, and assistance
program described in subclause (I), establish
a system of referral to appropriate Federal
or State departments or agencies for assist-
ance with probiexns related to health insur-
ance coverage (Including legal problems), as
determined by the Secretary;

(III) provide for sufficient number of 8t&ff
positions (including volunteer positions)
necessary to provide the services of the
health insurance Information, counseling,
and assistance program;

(IV) provide assurance that staff members
(including volunteer staff members) of the
health insurance Information, counseling,
and assistance program have no conflict of
interest in providing the services described
in subclause (I);

(V) provide for the collection and dissemi-
nation of timely and accurate health care
Information to staff members (including vol•
unteer staff members) of the health Insur-
ance Information, counseling, and assistance
program and regular staff meetings and
continuing education programs for the pur-
pose of informing the staff of current devel-
opments in legal and economic Issues relat-
ing to the provision of health insurance;

(VT) provide for training programs for
staff members (including volunteer staff
members);

(VII) provide for the coordination of the
exchange of health insurance Information
between the staff of departments and agen-
cie5 of the State goverrunent and the staff
of the health insurance Information, coun-
seling, and assistance program;

(VIII) make recommendations concerning
consumer Issues and complaints related to
the provision of health care to agencies and
departments of the State government and
the Federal Government responsible for
providing or regulaung health insurance;

(IX) establish an outreach program to
provide the health Insurance Information
and counseling described in subclause (I)
and the assistance described in subclause
(II) to eligible individuals; and

(X) demonstrate, to the satisfaction of the
Secretary, an ability to provide the counsel-
trig and assistance required under this para-
graph.

(C) SPECIAL GRANrS.—(i) A State that is
conducting a health insurance Information,
counseling, and assistance program that is
substantially similar to a program described
in subparagraph (BXII), shall, as a require-
ment for eligibility for a grant under this
paragraph, demonstrate, to the satisfaction
of the Secretary, that suth State 8hall
maintain the activities of such program at
least at the level that such activities were
Conducted Immediately preceding the date
of the Issuance. of any grant during the
period of time covered by such grant under
this section and that such activities will con-
tinue to be maintained at such level.

(II) II the Secretary determines that the
existing health insurance Information,
counseling, and assistance program Is 8ub-
stantially 8lxnilar to a program described in
iubparagraph (BXii), the Secretary may
waive some or all of the requirements de-
ecribed in 8ubparagraph (BRII), and Issue a
grant to the State for the purpose of in-
creasing the number of 8ervlces offered by
the health insurance Information, counsel-
trig, and assistance program, experimenung
with new methods of outreach in conduct-
ing such program, or expanding suth pro-
gram to geographic areas of the State not
previously 5erved by the program.

(D) Ciiritia FOR ISSUING GRANTS.—In Issu-
trig a grant under this paragraph, the Secre-
tary shall consider—

(i) the commitment of the State to carry-
ing out the health insurance Information,

October 16, 1.9.90
counseling, and asistance program de•
scribed in subparagraph (B)(iI), including
the level of cooperation demonstrated—

(I) by the office of the chief insurance
regulator of the State, or the equivalent
State entity;

(II) other officials of the State responsible
for over8eelng insurance plans Issued by
nonprofit hospital and medical service asso-
ciations; and

(III) departments and agencies of such
State responsible for administering funds
under title XIX of the Social Security Act,
and admhilsterlng funds appropriated under
the Older Americans Act;

(ii) the population of eligible individuals
in such State as a percentage of the popula.
tion of such State; and

(iii) in order to ensure the needs of rural
areas in such State, the relative costs and
special problems associated with addressing
the special problems of providing health
care Information, counseling, and assistance
to the rural areas of such State.

(E) ANNUAL STAfl FtZPORT.—A State that
receives a grant under subparagraph (C) or
(D) shall, not later than 180 days after re-
ceiving such grant, and annually thereafter,
Issue an annual report to the Secretary that
includes Information concerning—

(i) the number of individuals served by the
State-wide health Insurance Information,
counseling and assistance program of such
State;

(ii) an estimate of the amount of funds
saved by the State, and by eligible lndivid•
uals in the State, in the implementation of
such program; and

(iii) the problems that eligible individuals
in 8uch State encounter in procuring ade-
quate and appropriate health care coverage.

(F) REPORT TO coNcrnzss.—Not later than
180 days after the date of the enactment of
this Act, and annually thereafter, the Secre-
tary shall Issue a report to the Committee
on Finance of the Senate, the Special Com-
mittee on Aging of the Senate, the Commit-
tee on Ways and Means of the House of
Representatives, the Committee on Energy
and Commerce of the Rouse of Representa-
tives, and the Select Committee on Aging of
the House of RepresentaUves that—

(i) sununar!zes the allocation of funds au-
thorized for grants under this paragraph
and the expenditure of such funds;

(II) outlines the problems that eligible in-
dividuals encounter in procuring adequate
and appropriate health care coverage; and

(III) makes recommendations that the Sec-
retary determines to be appropriate to ad-
dress the problems described in clause (ii).

(0) AZTrHoRIZATIoN 0? APPROPRIATIONs FOR
GRANTS.—There are authorized to be appro-
priated, in equal parts from the Pederal
Hospital Insurance Trust Fund and from
the Federal Medical Supplementary Insur•
ance Trust Fund, $10,000,000 for each of
fIscal years 1991, 1992, 1993, 1994, and 1995,
and such sums as are necessary for each suc-
ceeding fIscal year, to fund the grant pro-
grams under this paragraph.

(2) NATIONAL RZSOURCT cr.—
(A) IN GENERAL—The Secretary shall estab-

lish a national resource center for the pur-
poses of—

(i) creating a clearinghouse for Informa-
tion relating to health insurance Informa-
tion, including Information concerning
health insurance Information, counseling,
and assistance programs in the United
States and information concerning public
and private health Insurance programs;

(II) distributing the Information described
In clause (i) to the States; and

(ill) providing to the States technical as-
sistance and training in disseminating such
information.
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(B) INFORMATION EXCRANGE.—The Secre-

tary may request such Information from the
head of any Federal department or agency
as the Secretary may require for the pur.
poses of carrying out this paragraph. Each
such department or agency is authorized, to
the extent permitted by law, and subject to
the provisions of Bection 552 of title 5.
United States Code (commonly referred to
as the Freedom of information Act), to fur.
nish such information In a form that is ac-
curately compiled and wfthln a reasonable
period of time.

(C) AUTHORIZATION OF APPROPRIATIONS FOR
NATIONAL souicz cKNTER.—There are au-
thorized to be appropriated, in equal parts
from the Federal Hospital Insurance Trust
Fund and from the Federal Medical Supple-
mentary Insurance Trust Fund, $1,000,000
for each of fiscal years 1991, 1992, 1993,
1994, and 1995, and such sums as are neces-
sary for each succeeding fiscal year, to fund
the national resource center described in
subparagraph (A).

(h) ENFORCEMENT OF SmRius.—
(1) REQUIRING CONPORMITY WITH STAND-

s.—Section 1882 of such Act Is amend-
ed-

(A) in the heading, by striking "VOLUN-
TARY"; and

(B) in subsection (a)—
(i) by inserting "(1)" after "(a)",
(ii) by adding at the end the following new

paragraph:
"(2) No medicare supplemental policy m&y

be sold or Issued unless the policy either—
'(A) is sold or Issued in a State wfth an ap-

proved regulatory program, or
"(B) has been certified by the Secretary

under paragraph (1).".
(2) CERTIFICATION OF STATE REGVLATORY

PROGRAMS BY SECRt1AnY, RATBER THAN SUP-
PLD(ENTAL HZALTH INSURANCE PMzL.—Sec-
tlon 1882 of such Act is further amended—

(A) in subsection (b)(1), by striking "the
Supplemental Health Insurance Panel (es-
tblished under paragraph (2))" and insert-
ing "the Secretary";

(B) in subsection (bXl), by striking "the
Panel" and inserting "the Secretary";

(C) in subsection (b)(1), by adding at the
end the following: "If the Secretary finds
that a State regu'atory program no longer
meets the standards and requirements of
this paragraph, before making a final deter.
mination, the Secretary shall provide the
State an opportunity to adopt such a plan
of correction as would permit the State to
continue to meet such standards and re-
quirements.";

(D) by striking paragraph (2) of subsec-
tion (b) and redesignating paragraph (3) of
such subsection as paragraph (2): and

(E) in subsection (g)(2)(B), by striking
"the Panel" and inserting "the Secretary".

(3) STATE KNF0RCEMENT—Section
1882(bXl) of such Act, as amended by sub-
Bection (aRl), is amended—

(A) in subparagraph (D), by Inserting
"and enforcement" after "application",

(B) by striking "and" at the end of sub-
paragraph (E),

(C) by adding "and" at the end of sub-
paragraph (F), and

(D) by Inserting after subparagraph (F)
the following new subparagraph:

"(0) reports annually to the Secretary on
the adoption, Implementation, and enforce
ment of the standards and requirements of
th1 paragraph,",

'4) PROMULGATION op REGV1..ATIONS AD
WAIVER OF RZQUIREMENTS.—.8ection 1882 of
such Act, as amended by subsections (a) and
(f), is amended by adding at the end the fol-
lowing new subsectiozE

"(rX1XA) The Secretary shaJi promulgate
propoBed regulations, by June 1 1991, to Im-
plement all the standards and requirements

of this 8ection (including the requirements
and standards added by the Omnibus
Budget Reconciliation Act of 1990).

"(B) If, by April 1, 1991, the National As-
sedation of Insurance Commissioners re
vises the NAIC Model Regulation previously
promulgated for purposes of this section to
incorporate all the requirements and stand-
ards of this 8ection (as amended by the Om-
nibus Budget Reconciliation Act of 1990),
the proposed regulations under subpara-
graph (A) 8hall reflect such revised NAIC
Model Regulation, but shall not include any
restriction relating to the subject matter of
section 12 of such Model Regulation (as in
effect on the date of the enactment of this
8ubsection).

"(C) The Secretary shall provide for op-
portunity for public comment, and consult
wfth the National Association of Insurance
Commissioners, Federal and State regula•
tory agencies, Insurers, and organizations
representing consumers and the aged, re-
specting the proposed regulations under
th1 paragraph.

"(D) The Secretary shall promulgate final
regulations described in subparagraph (A)
not later than October 1, 1991.

"(E) Such regulations shall apply in each
State effective for policies Issued to policy-
holders on and after the date specified in
paragraph (2).

"(F) Regulations Issued under this para-
graph shall include uniform standards for
the enforcement of requirements under this
section, and shall 8pecify the sanctions
which shall be imposed for violations of
such requirements. Such sanctions may in-
clude, in the case of a violation of loss-ratio
requirements, required rebates or credits
and disapproval of premium increases.

"(2)(A) Subject to subparagraph (B), the
date specified in this paragraph for a State

"U) the date the Secretary determines
under subsection (b)(1) that the State has a
regulatory program that meets the require-
ments of th1 section (as reflected in the
regulations promulgated under paragraph
(1)), or

"(II) the end of the 1year period begin.
ning on the date of publication of such final
regulations,
whichever is earlier.

"(B) In the case of a State which the Sec-
retary identifies as—

"(i) requiring State legislation (other than
legislation appropriating funds) in order to
Implement the regulations promulgated
under paragraph (1), but

"(ii) having a legislature which is not
8cheduled to meet in the 1-year period de
Bcribed in subparagraph (AXii) in a legisla-
tive session in which such legislation may be
considered.
the date specified in this paragraph is the
first day of the first calendar quarter begin.
ning after the close of the first legislauve
Bession of the State legislature that begins
alter such 1-year period. For purposes of
the previous sentence, in the case of a State
that has a 2-year legislative session, each
year of such session shall be deemed to be a
separate regular session of the State legisla-
ture.

"(3) The Secretarymay waive any of the
requirements of th1 Bection. Insofar as they
apply to a policy in a State, if the Commis-
sioner or superthtendent of insurance of the
State appUes to the Secretary for such
waiver and provides assurances satisfactory
to the Secretary that, under such waiver,
the State will pro1de for consumer protec-
tion at least as great as the protection that
would have been provided had the waiver
not been granted. The Secretary shall ap-
prove or disapprove each application for
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waiver under this paragraph within 60 days
after the date of its submittal to the Secre-
tary.".

(5) REQUIRING APPROvAL OF p0LICIE5.—The
second sentence of section 1882(d)(4)(B) of
such Act is amended by striking all that fol
lows 'if" the first place it appears and in.
serting "the policy has been certified by the
Secretary pursuant to subsection (c) or was
Issued in a State with an approved regula-
tory program.".

(i) GAO REPORTS AND STuDIEs.—
(1) RgPORT ON ss.P.A1jos.—In February

ol each year (beginning with 1991), the
Comptroller General shall submit to the
Committee on Ways and Means of the
House of Representatives and the CommitS
tee on Finance of the Senate a report sped.
fying, on a policy-specific basis, the loss-
ratios of medicare supplemental insurance
policies, daily hospital indemnity policies.
and dread disease policies.

(2) SrtmIEs.—
(A) IN GERAL.—The Comptroller General

shall conduct studies on the following:
(i) Actions taken by States in order to

comply with the requirements imposed by
the amendments made by this section.

(ii) The nature and scope of insurance
products sold to medicare beneficiaries with
benefits that are similar to, but not the
same as, those provided in medicare supple.
mental policies.

(iii) Duplicate health benefits coverage
among medicare beneficiaries with retiree
health benefits.

(iv) The extent of medical underwriting in
the Issuance of medicare supplemental poli.
cies and the impact of such underwriting on
access to such policies.

(v) The Impact of the establishment by
States of a minimum loss ratio for medicare
supplemental policies that exceeds the mini-
mum loss ratios required under section
1882(c)(2) of the Social Security Act.

(B) RgpoRT.—Not later than February 1,
1992, the Comptroller General shall submit
to the Committee on Ways and Means of
the House of Representatives and the Com-
mittee on Finance of the Senate a report on
the studies conducted under subparagraph
(A),

(j) EXCISE TAX FOR NONCEHTIFIED MnI-
CARE SUPPI2MENTAL POLICIES AND CTA1N
OTHER POLICIES.—

(1) IN GENERAL.—Chapter 34 of the Inter
nal Revenue Code of 1986 Is amended by
adding at the end thereof the following new
subchapter

"Subchapter B—Noncertified Policies
"Sec. 4381. ExcIse tax on noncertified poli-

cies. -

SEC. 4381. EXCISE TAX ON NONCERTIFIED POLl-
C1ES

'(a) IN Giiw.—There is hereby im.
posed a tax on any noncertified policy equal
to 50 percent of any premium paid on such
policy.

"(b) LIABILITY POR TAX.—The tax imposed
by subsection (a) shall be paid by the entity
that Issues the noncertified policy.

"(c) DEnNrn0N5.—For purposes of this
section:

"(1) POLIcY.—The term 'policy' means—
"(A) a medicare supplemental policy (as

defined in 8ection 1882(g)(1) of the Social
Security Act), and

"(B) a daily hospital indemnity policy and
a dread disease policy (as defined by the
Secretary of Health and Human Servkes for
purposes of section 1882(q) of such Act).

"(2) NONCERTIPIED poLICy.—The term
'noncertified policy' means—

"(A) a policy described in paragraph
(iRA) which—

CONGRESSIONAL RECORD — HOUSE
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"(I) Is sold in a State which does not have '(b) The controlled substances accounts-

$ regulatory program approved by the See- ble prescription system described In this
retary of Resith sod Human Services under subcUoia must provide for the fOliO W1ng
sectIon 1882(b) of the Social Security Act, "(11(A) Undct the system, except as pro-
and vided In subparagraph (B) or when dis-

"(It) baa not been certified by such Secre- pensed directly by a practitioner, other thantaz wer sectIon 1*52(c) of such Act; or a pharmacist, to an ultimate user. no con-
(B) a policy described in paragraph troUed s'ibtnce In any of schedules II

(IXB) which (I) Is sold to a State which does through V. which Is a prescrlpt&cm drug as
not have a lose-ratio enforcement program determined under the Federal Food. Drug.
approved by the Secretary 'undey section and Cosmetic Act, may be dispensed wIthout
1882(qX2) of the Social Security Act, and a written prescription of a practitioner,
til) is not determined by the Secretary to made on an accountable prescription form
meet the lose-ratio ie4ulremsuta of section provided by an agency (designated by the
1882(qX3) of such Act. State, such an agency In this subsection re-

(2) QZIICAL Anewi—Chapter 24 of (erred to as the 'designated State agy')
such Code Is amended by stelking the chap- in accordance with paragraph (2) and rules
icr heading and I It1II (hO OWlfl* made by the agency to Implement this sub-

'(APTIR 34—razw INsunAnca Poucrxs section.
"Subchapter A. Policies issued by foreign in- (B) In emergency Mtuatlons, as defined

surers. by the Secretary by rule after consultation
"Subchapter B. NoneeTtifled policies, with the Attorney General, a controlled
"Subchapter A—Policies Issued by eIgn substance may be dispmeed upon oral pre-

Insurers". aerlptAon In accordance with section *03(b)
of the Federal Food, Drug, and Cosmetic(3) IMPLSMENTATI oiL—The asnendznents Act.made by this subsection shall apply to the "(2XM A mited State agency shallissuance of policies occurring on or after the issue accountable prescription fornw underdate that is 6 months after the date of 1SSU- this paragraph only to persons validly regis-ance of final regululations described in see- tered under section 303(f) of tile controlledlion 1882(r)(1) of the Social SeCurity Act, Substances Act. Before delivering such aexcept that such amendments. (Insofar form to a person, the agency shall place onthey require a policy to meet loss ratios de-

__

the neme, address, and registra-acribed in section 1882(cX2) or section tion number of omb person.1882(q)(l) of the Social Security Act) shall w it shall be unlawful for any otherapply, as of such effective date, to policies person to use or furnish such form to anyissued before such date for policy years be- person to procure distribution of aginning on or after such date. cantroue(t suhsta except as suthod(k) Erncnvx DATss— by Federal or 8ta*e law.(1) 1w C EAL—ThC a ndments made "(C) Any person who has been Issued ac-by subsections (a). (b), (c)(1), (cX2), (dXl), countable prr1pUon forms shall esmire(dX2), (e). (f), (h)(1), (b)(2). (hX3). and such forms are securely stored to prevent(hX5) shall be effective In a State on the as loss, and shall, Inunediately upondate specified in section 1882(rX2) of the the discovery of the theft or loss of suchSocial Security Act, as added by subsection forms, notify the designated State agency of(hX4) of thiS SCtiOfl the aecosmtable number of any such miss-(2) Rss'owTs, trc.L.—8ubsections (g) and ifi tog forms.and the amendments made by subsections "3XA Every person who dispenses a con-(cX3), (dX3), and (bX4) shall take effect on troiled substance pursuant to an accounta-the date of the enactment of this ble prescription form under this subsection5C. t0t PRKVE1T1ON OF ESSARI' '' shall tnfin record of such dispensing,
SCRIBING OF CONIROLLED SUB-
StANCEs "(i) information contained on such form,(a) Is Oswzs.aj..—Part A of title XVIII of andthe Social Security Act is amended by its accountable number,adding at the end the following new section: for a period of two years and make it avail-

"IMPLIIW!TArIoN 07 CONTROLLm SUISTAJWE able for inspection and copying by officers
ACCOVNtABLS PBssCRZPTION 5YSTS and employees to earry out this title, title

"Sm. 182L (a)(1) Subject to paragraph XIX, part A of title Xi, the Controlled Stab-
(2), notwithstandIng any other provision of stances Act, or a State controlled substances
this part or part C. payments under this act.
part for inpatient hospital services and cx- "(B) Any person who prescribes a con-
tended care services provided In a State in a trolled substance which is subject to pars-
month beginning with January 1992, shall graph U) shall maintain a readily retrieve-
be reduced by 44 percent if the State has not ble record of such prescribing, tothsdkig re-
Implemented a controlled substance ac- ciplent name, drug and quantity prescribed.
countable prescription system described In date of the prescription, and the aocounta-
subsection (b) applicable to controlled sub- ble prescription number.
stances dispensed as of the first day of such "(C) Every person who dispenses a con-
month. trolied substance pursuant to an accounta-

"(2) In the ease of & State which the 8cc- ble prescription form under paragraph (1)
rotary determines requires State leg gtIfl shall, at such times (but not less than every
(other than legislation authorizing and ap- two months) and In such form as required
propriating funds) In order for the State to by the designated State agency make pail-
Implement a controlled substance accounts- odic reports of such distribution of a con-
ble prescription system described In subsec- trolled substance. Such reports shall con-
tion (b) paragraph (1) shall not apply to lain at least the registration number as-
services furnished before the first day of signed under the controlled Substances Act
the first month beginning after the close of to the person or petahlij,hnipnt which made
the first regular session of the State legisla- the distribution, the accountable prescrip-
tore that begins after the date of the enact- lion number, the drug and quanUty die-
ment of this section, For purposes .of the pensed, date of the dispensing, and Informs-
previous sentence, In the case of a State lion sufficient to ldenWy the recipient of
that his a 2-year legislative seidon. each the controlled substance. Whenever pomi-
year of such session shall be deemed to be a ble, the recipient IdenWlcatlon shall be an
separate regular session of the State legisla- identification number unique to the recipi-
tore. ent, rather than the recipient's name.
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"(0) Access to Information In the system

which Identifies Individual patients shall be
limited to State and Federal authqritles in-
valved In the Investigation of violations of
this title, title XVIII, part A of title XI, the
Controlled Substances Act, or a State con-
trailed odstsoces act. Such Information
may only be used or disclosed by any reclpi-
ent for the purpose of enforcing such provi-
sions of law, Any patient Identifying hit or-
mallen which Is not part of an active inves-
tigation shall be purged one year from the
date it is entered into the system. Any mdi-
vidusi who ones or reveals information in
the system which identifies a patient's name
(except as anthorised under this subsection
or to a court in a judicial proceeding) shall
be subject to a fine of $5,000 for each such
use or revelation.

'(4) The State agency with an agreement
in effect under section 1864(a) maintains an
active program to review information ob-
tained under the system under this subsec-
tion and to investigate possible instances of
fraud relating to the prescribing or dispens-
big of controlled substances.

"(c) The Secretary (through the Inspector.
General in the Department) and the Attor-
ney General, In accordance with their re-
spective authorlties shall maIntain an
active program to assist and cooperate with
designated State agencies in carryIng out
subsection (b), to ensure the integrity of, to
review, to analyse, and to Investigate infor-
mation reported to the States under subsec-
tion (b)(3). and to Investigate potential vio-
lations of law IdentifIed through the Infor.
mation obtained under this section.

"(d) The Secretary, through the National
Cancer Institute and the National Institute
for Mental Health, shall develop & brief in.
formation brochure which describes the
proper prescribing of controlled substances
for cancer pain and mental illness snd speci-
fies where additional Information may be
obtained respecting proper prescribing prac-
tices. The Secretary shall provide for the
distribution of such brochure with account.
able prescription forms provided by the At-
torney General under this section.

'(c) In order to promote States' use of
electronic data transfer to receive informa-
tkm under this section, the Secretary,
through the Administrator of the Health
Care Financing AdministratiOn, shall imue
guidelines respecting the electronic data
transfer. Such guidelines shall accommo-
date electronic data transfer systems used
by pharmacies.".

(b) FUNDING ron OruRanos op SYSTEM.—
SectIon 1884(b) of such Act (42 U.S.C.
1395aa1b)) Is amended by Inserting "and for
the reasonable costs which are attributable
to the establishment and operation of the
controlled substance account prescription
system under section 1821(b)" after "subeec-
tion(a)".
SOC. 11507. OTHER TECHNICAL AND MISCELLAP4E-

(NO PROYTSIONS RELAIING TO PARTS
A AND B.

(a) Uss or AouncIsmArIvE LAw Juoczs.—
Title XI of the Social Security Act Is
amended by inserting after sectIon 1 1 the
following new section:

"ADMINISTRATIVE lAW JUBG P05 HEALTH'
iusTm cases

"Sac. 1123. If (and when) the ackninistra-
tion of title Ills placed In an officer who Is
not acting under the authority or direction
of the Secretary. Insofar as this title, title
XVIII, or Title XIX provides for & hearing
before an admlninlstrat.ive law judge related
to a matter under title XVIII, title XIX,
part B of this title as' & provision of this part
relating to such titles or part, notwithatand
lug soy other provision of law. such a hear
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ing shall be held before such i judge who is
appointed by the Secretary exclusively for
hearings relating to such matters and who is
In a position within the Department not
within the Health Care Financing Adminis-
tration.".

(b) HOSPITAL MiD PHYSICIAN OBLIGATIONS
Wmi, RE8PEc'r TO EMERGENCY MEDICAL CoN-
DITIONS.—

(1) CIVIL MONTrARY pzNALTxs.—8ection
1867(d)(2)(B) of the Social Security Act (42
U.S.C. 1395dd(d)(2RB)) is amended by strik-
ing "knowingly" and Inserting "negligent-
ly". -

(2) EXcLUsI0N.—8ection 1867(d)(2)(B) of
mich Act (42 U.S.C. 1395dd(d)(2)(B)) is
amended by striking 'knowlng and willful
or negligent" and Inserting "is gross and fla-
grant or is repeated".

(3) EPFECTIV DATL—The amendments
made by this subsection shall apply to ac-
tions occurring on or after the first day of
the sixth month beginning alter the date of
the enactment of this Act.

(c) EXTENSIONS 0? ExPIRING PROVISIONS.—
(1) PROHIBITION ON COST SAVINGS POLICIES

BKFORI BEGINNING 0? FISCAL ywi.—Notwith-
standing any other provision of law, the
Secretary of Health and Human Services
may not Issue any proposed or final regula-
tion, instruction, or other policy which is es-
timated by the Secretary to result in a net
reduction in expenditures under title XVIII
of the Social Security Act in a fIscal year
(beginning with fiscal year 1991 and ending
with fiscal year 1993, or if later, the last
fLscal year for which there is a maximum
deficit amount specified under section 3(7)
of the Congressional Budget and Impound•
inent Control Act of 1974) of more than
$50,000.000, except as follows:

(A) The Secretary may Issue such a pro-
posed regulation, Instruction, or other
policy with respect to the fiscal year before
the May 15 precedIng the beginning of the
fIscal year.

(B) The Secretary may Issue such a final
regulation, Instruction, or other poUcy with
respect to the fiscal year on or alter Octo-
ber 15 of the fIscal year.

(C) The Secretary may, at any time, Issue
such a proposed or final regulation, instruc-
tion, or other policy with respect to the
flsèal year if required to implement specific
provisions under statute.

(2) PROHIBITION 0? PAYMENT CYCLE
cRANGEs.—Notwithstandlng any other provi-
sions of law, the Secretary of Health and
Human Services Is not authorized to Issue,
after the date of the enactment of this Act,
any final regulation, Instruction, or other
poUcy change which is primarily intended
to have the effect of slowing dowp or speed-
ing up claims processing. or delaying pay-

.ment of claims, under title XVIII of the
Social Security Act.

(3) WAIVER OP LIABU.ITY rOR HOME HEALTH
AGgNCIE3.—8ection 9305(g)(3) of the Omni-
bus Budget Reconciliation Act of 1986 is
amended by strIking 'November 1, 1990"
and Inserting "December 31, 1995".

(4) EXTZNSION AND EXPA1SION 0? WAIVERS
roii SOCIAL HEALTH MAINTENAWCZ ORGAIfIZA-
liONS.—

(A) ExT!csIoN 0? CURRnT WAIVERS.—8eC-
tion 4018(b) of the Omnibus Budget Recon-
ciliation Act of 1987 is amended—

(i) in paragraph (1), by striking 'Septem-
ber 30, 1992" and Inserting "Decemb 31,
1995": and

(II) in paragraph (4)—
(I) by striking "final" and Inserting

"second interim", and
(II) by striking the period at the end and

In8erting the followinr ". and 8hall subnilt
a final report on the demonstration projects
conducted under section 2355 of the Deficit
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Reduction Act of 1984 not later than March In expenditures Under the medicare pro-
31, 1996,". gram;

B) ExPAnsIoN o, DtM0N5TRATI0NS.—Sec- (B) provide for adjustments to prospec
tion 2355 of the Deficit Reduction Act of tively determined rates to account for
1984 is amended— changes in a provider's case mix, severity of

(i) in subsection (a), by adding at the end illness of patients, volume of cases, and the
of the following. "Not later than 12 months development of new technologies and stand-
after the date of the enactment of the Om- ards of medical practice:
nibus Budget Reconcillation Act of 1990. (C) take into consideration th need to in-
the Secretary shall approve such appUca- crease the payment otherwise made under
tions or protocols for not more than 4 addl- mich system in the cue of services provided
tional projects described in subsection (b)."; to patients whose length of treatment or

(II) by amending paragraph (1) of subsec- costh of treatment greatly exceed the length
tion (b) to read as follows: or cost of treatment provided for under the

"(1) to demonstrate— applicable prospectively determined pay-
"(A) the concept of a social health mainte- ment rate;

nince organization with the organizations (D) take into consideration the need to in-
as described in Project No. 18-P-9 7604/1-04 crease payments under the system to pro-
of the Universtity Health Policy Consorti- viders that treat a disproportionate share of
urn of Brandeis University, or low-income patients and providers located in

"(B) in the case of a project conducted as geographic areas with high wages and wage-
a result of the amendments made by section related costs; and
12907(cX4)(A) of the Omnibus Budget Rec- (E) analyze the feasibility and appropri-.
onciliation Act of 1990, the effectiveness ateness of establishing the episode of illness
and feasibility of Innovative approaches to as the basic unit for making payments
reftnlng targeting and financing methodolo- under the system.
gles and benefit design, including the effec (2) REPORTS.—(A) By not later than April
tiveness of feasibility of— 1, 1993, the Secretary of Health and Human

"(i) the benefits of expanded postacute Services shall submit the research findings
and community care case management upon which the proposal described in para-
through links between chronic caie ca8e graph (1) shall be based to the Committee
management services and acute care provid- on Finance of the Senate and the COmmit-
ers; tee on Ways and Means of the House of

"(ii) reftnlng targeting or reimbursement Representatives.
methodologies; (B) By not later than September 1, 1993,

"(iii) the establishment and operation of a the Secretary shall submit the proposal de
rural services delivery system; or veloped under paragraph (1) to the Commit-

"(iv) the effectiveness of second-genera- tee on Finance of the Senate and the Com-
tion sites in reducing the costs of the com- nilttee on Ways and Means of the House of
mencement and management of health Representatives.
care service delivery;"; (C) By not later than March 1, 1994, the

(ill) in subsection (b)— Prospective Payment Assessment Commis-
(I) by inserting "and" at the end of para- sion shall submit an analysis of and com-

graph (3), ments on the proposal developed under
CII) by striking the Bemicolon at the end paragraph (1) to the Committee on Finance

of paragraph (4) and thserting a period, and of the Senate and the Committee on Ways
(III) by striking paragraphs (5). (6), and and Means of the House of Representatives.

(7). Ce) HoME Hz*LTE WAGZ InDEX.—
(iv) in subsection (c)—. (1) IN GKNERAL.—8ection 1861(vX1XL)(iii)
CI) by striking "and" at the end of para- of the Social Security Act (42 U.S.C.

graph (1), 1395x(vX1XLXIIi)) is amended to read as fol-
(II) by 8triking the period at the end of lows:

paragraph (2) and Inserting "; and ", and '(iil) In establlàhlng limits under this sub-
(III) by adding at the end the following paragraph fo? portions of a cost reporting

new paragraph: period occurring during a fIscal year, the
"(3) in the case of a project conducted as a Secretary shall utilize a wage index equal to

result of the amendments made by section the area wage index applicable under sec-
129o7(c)(4)(A) of the Omnibus Budget Rec- tion 1886(d)(3)(E) durlDg the flacaI year to
onciliation Act of 1990, any requirements of the nearest hospital located in the geo-
titles XVIII or XIX of the Social Security graphic area in which the home health
Act that, if Imposed, would prohibit such agency is located.".
project from being conducted."; and (2) TRAN5m0N pR0VI5I0N.—Notwithstand-

(v) by adding at the end the following new ing section 1861(vX1XLXIti) of the Social Se-
5ubsection curity Act, the Secretary of Health and

'(e) There are authorized to be appropri- Human Services shall, in determ1x1ng the
ated $3500000 for the costs of technical as- limits of reasonable costs under title XVIII
slstance and evaluation related to projects of such Act with respect to services fur-
conducted aa a result of the amendments nished by a home health agency for por-
made by section 12907(cX4XA) of the Omnl- tions of a cost reporting period occurring
bus Budget Reconciliation Act of 1990.". durIng a fIscal year, 'utilize a wage index

(d) DEVtZ.OP*ENT 0? PROSPZCTIVI PAYMENT equal to—
SrsTu roii H0MZ HZALTE 8nwIcEs.— (A) for portions of cost reporting periods

(1) DEVELOPMI2T or PROPOSAL—The Secre- beginning on or alter July 1, 1991, and on or
tary of Health and Human Services shall de. before June 30, 1992, a combined area wage
velop a proposal to modify the current index consisting of—
8ystem under which payment is made for (i) 67 percent of the area wage index ap
home health services under title XVIII of• plicable under aection 1861(vX1XLXiII) o
the Social Security Act or a proposal to re- such Act to 8uch home health agency, deter
place such 8ystem with a Bystem under mined using the survey of the 1982 wages
which such payments would be made on the and wage-related costs of hospitais in the
basis of prospectively determined rates. In United States conducted under such section,
developing any proposal under this pam- and
graph to replace the current system with a (II) 33 percent of the area wage index ap-
prospective payment 8yStem, the Secretary plicable under section 1886(d)(3XE) of such
ahall— Act to ho8pitais located in the geographic

CA) take into consideration the need to area in which the home health agency is lo-
provide for appropriate limits on increases cated for discharges occurring durtng the
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fIscal year. determined using the survey of (&) Section 1871(f) of such Act is further
the 1988 wages and wage-related cost.s of amended by striking "1 year after the date
hospitals in the United States conducted of the enactment of this section" and insert-
under such section; and tug "October 1, 1990".

(B) for portions of cost reporting periods (B) SectIon •2046) of the Omnibus
beginning on or after July 1, 1892, and on or Budget Reconciliation Act of 1989 is amend-
before June 30, 1992, a oosnbtned ares wage ad by strIking "October 1, 1990' and Insert-
Index consisting of— tug "October 1, 1991'.

(i) 33 percent of the area wage index . (2) rscTiva ua—The amendments
pilcable under section l$81(VX1XLRUI) of wade by this subsection shall be effective as
seth Act to inch home health agency, deter- If included in the enactment of sectIon 1204
mIn'ul using the survey of the 1982 wages of the Omnibus Budget Reconciliation Act
and wage-related costs of hospitals In the of 1989.
United States conducted under such section, (h) Ci.awscaxtoji o, Paygiqv 'in Roan-
and mL-BASED NURSING Scwooaa.—

(11) 81 percent of the ares wage index ap- (1) 1w cviziiI,.—8ectlon 6205(a)(IXA) of
plicable under section 1886(dX3XE) of such the Omnibus Budget Reconciliation Act of
Act to hospitals located in the geographIc 1989 Ii amended by striking "U," and all
area In which the home health agency Is 10- that follows and inserting the following:
caked for discharges occurring during the "U—
fiscal year, determined using the survey of "(I) before June 16, 1989. and thereafter,
the 1988 wages and wage-related costs of the hospital demonstrates that for each
hospitals in the United States conducted year—
under such section. '11) It Incurs at least 50 percent of the

(3) Errecrivx oars—The amendment costs of training nursing students at auth
made by paragraph (1) shall apply with ic- school,
spect to home health agency cost reporting "(U) the nursing school and the hospital
periods beginning on or after July 1, 1991. shaie some common board members, and

(f) Ci.wricarow or Dsnwmows Awn Re- "(IH) all instruction ii provided at the
PORTING REQUIIusIZNTS RELATING TO Fsrvsi- hospital (or, If in another building, a build-aax Owiip awn Rma— lug on the Immediate grounds of the hospi-

(1) Ctaxzrvxec snqmoes.—5ectlon tall; or
1877(h) of the Social Security Act (42 U.S.C. "(U) the hospital Is described In section
1395nn(h)) Is amended— 8411(b) of the Technical and Miscellaneous

(A) in paragraph (6)(B), by striking "in Revenue Act of 1988.".
the case of another clinical laboratory serv- (2) PERIOD 0? APPUcASILITY.—SecUcn
Ice.", and 8205(aX2) of such Act is amended by Milk-

(B) by redesignatlug paragraph (6) as ing "periods" and all that follows and in-
paragraph (7) and by inserging after pars- serting the following: "periods—
graph (5) the following new paragraph: "(i) in the case of a hospital described in

"(6) INvxaroR.—The term 'investor' means, clause (I) of subparagraph (A), beginning on
with respect to an entity, a person with a fi- or after the date of the enactment of this
nanclal relationship specified in subsection Act and on orbefore the date on which the
(a)(2) with the entity.". Secretary 5sues regujatjona pursuant to

(2) Exeurnow ion rrwawcw. azzanon- subsection (b)(2)(A); or
snips wrrn HOSPITAL uxari.Arm ro TliZ pan- "(II) in the case of a hospital described in
VISION 0? CLINICAL LABoEAroay SERVICES.— subparagraph (AXII), beginning on or after
Section 1877(b) of such Act Is amended by October 1. 1985, and on or before the date
redesignatlng paragraph (4) as paragraph on which the Secretary issues regulations
(5) and by inserting after Paragraph (3) the pursuant to subsection (bR2XA).".
following new paragraph: (3) Eyp'xcrjvg nsTs.— The amendments

"(4) ROSPFrAL FINANCIAL nnianozssaip UN- made by paragraphs (1) and (2) shall take
RELATED To THE PROVISION 07 C1.INICAL zaso- effect as if included in the enactment of the
RATORY saavxcas.—In the case of a financial Omnibus Budget Reconciliation Act of 1989.
relationship with a hospital if the financial (I) CASE Mswacznnirr DEMONSTRATION
relationship does not relate to the provision Peosecv.—
of clinical laboratory ServiceS.". (1) 1w Osxeaaj.,—Notwlthstandlng any

(3) Exci.uszoe or CmTAZX iiii rno other provision of law, the Secretary of
REPORTING REQUIREYAENTS.—Sectjon 1877(f) Health and Human Services (in this section
of such Act Is amended by adding at the end referred to as the "Secretary") shall resume
the following new sentence: "The require- the 3 case management demonstration
mont of this subsection shall not apply to projects described in paragraph (2) and ap-
covered items and services provided outside proved under section 425 of the Medicare
the United States or to entitles which the Catastrophic Coverage Act of 1988 (In this
Secretary determines provides services for subsection referred to as 'MCCA").
which payment may be made under thIs (2) PRoJECT Descan'TIoN&—The demon-
title very infrequently. The Secretary may stratlon projects referred to in paragraph
waive the requirements of this subsectIon (1) are—
with respect to reporting by entities in a (A) the project proposed to be conducted
State so long as such reporting occurs in at by Providence Hospital for case
least 10 States, and the Secretary may waive ment of the elderly at risk for acute hospi.
such requirements with respect to the pro- tallzatlon as described In Project No. 18—F-
videra in & State required to report so long 99379/5-01;
U such requirements are not waived with (B) the project proposed to be conducted
respect to parenteral and enters] suppliers, by the Iowa Foundation for Medical Care to
end stage renal disease facilities, ambulance study patients with chronic congestive con-
services, hospitals, entities providing physi- ditions to reduce repeated hospItalIzations
cal therapy services, and entitles providing of such patients as described in Project No.
diagnostic Imaging services of any type.". P-99399/4-0l; and(4) mrivs DATa—The amendments (C) the project proposed to be conducted
made by this subsection shall be effective as by Key Care Health Resources. mc,, to cx-
If included In the enactment of section 8204 amine the effects of case mnngement on
of the Omnibus Budget Reconciliation Act 2,500 high cost medicare beneficiaries is de-
of 1989. scrlbed in Project No. 18-P-99396/5.

(g) DATE 07 ISSUANCE OP RucvLrnows Re- (3) Terms and condiUona—Except as pro-
LASTNO TO PHYSIcIAN Owzrmsxip or Cx.niz- vided in paragraph (4), the demonstration
cAn LASORATORIES.— projects resumed purusant to paragraph (Il

(1)1w czzsmaz.,— shall be subject to the same terms and con-
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ditions established under section 425 of
MCCA. In determining the 2-year duration
period of a project resumed pursuant to
paragraph (1), the Secretary may not take
Into account any period of tUne for which
the project was in effect under section 425
of MCCA.

(4) AUTnoau.anow or APPROPRIATIONS.—
Notwithstanding section 425(g) of MCCA.
there are authorized to be appropriated for
administrative costs in carrying out the
demonstration projects resumed pursuant
to paragraph (1) $2,000,000 in each of fiscal
years 1991 and 1992.

(j) Psouzairiow or Usm Faxs ron SURVEY
AND Csanrzcariow.—Sectlon 1864 of the
Social Security Act (42 U.S.C. 1395aa) Is
amended by adding at the end the following
new subsection:

'(el Notwithstanding any other provision
of law, the Secretary may not impose, or re-
Quire a State to Impose, any fee on any fa-
dUty or entity subject to a determination
under subsection (a), or any renal dialysis
facility subject to the requirements of see-
tãon 1881(bXl), for any such determination
or any survey relating to determining the
compliance of such facility or entity with
any requirement of this title.".

(k) Awn-FRAUD AND ABUSE Axnrezzrrs,—
(1) IwDuclumsY To SEIq'IcIAzuzs.—SectIon

1128MaX1) of such Act (42 L8.C. 1320*-
7(aXl)) is amended by striking "or" at the
end of paragraph (2), by adding "or" at the
and of paragraph (3), and by inserting after
paragraph (3) the following new paragraph:

"(4) transfers anything for lesa than fair
market value to (or for the benefit of) a
beneficiary In order to Influence the individ-
ual to receive from a particular provider,
practitioner, or supplier a covered item or
service for which payment may be made
under title XVIII or XIX;".

(2) 1wuvrNT to z.oyms.—Section
1128A(aKl) of such Act (42 U.S.C. 1320*-
7(aXl)), as amended by paragraph (1), Is
amended by striking at the end of
paragraph (3), by adding "or" at the end of
pergraph (4), and by Inserting after para-
graph (4) the following new paragraph:

"(5) pays a bonus, reward or other incen-
tive to an employee to Induce the employee
to encourage individuals to seek or obtain
covered Items or services for which payment
may be made under title XVII! or XIX
where the amount of the Incentive is In pro-
portion to the activities of the employee In
encouraging Individuals to seek or obtain
eovered items or servicer,".

(3) DELEGATION OP AUTHORITY TO INSPECTOR
GET!ERAL.—Sectton 1126A(j) of such Act (42
U.S.C. 132Oa-'1aJ)) Is amended—

(A) by striking "(j)" and Inserting "(jXl)";
and

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

"(2) The Secretary may delegate author-
ity granted under this section and under
sectIon 1128 to the Inspector General of the
Department of Health and Human Serv-
ices.".

(1) PROVIsIONS RELATING To Pain REVIEW
ORGANIZATIONS.—

(1) Use 07 CORRECTIVE ACTION PLANS.—
(A) Xe oaiqan.—Sectlon 1156(bXl) of the

Social Security Act (42 U.S.C. 1320c-5(bXl))
Is amended—

(1) by inserting after the first sentence the
following: 'Before making such a det,erml-
nation, the organization may provide the
practitioner or person with the opportunity
to enter into and complete a correction
action plan (which may Include remedial
education) and may consider in making such
recommendations the completion or failure
to complete such a plan."; and
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(II) in the current second sentence, by In-

serting "taking Into account the practition-
er's or person's willingness to enter Into a
correction action plan and completion (or
failure to complete) such a plan" after
"such obligations,".

(B) ErP'scTIvs DATE,—The amendments
made by subparagraph (A) shall apply to
Initial determinations made by organiza-
tions on or after the date of the enactment
of this Act.

(2) Ts&tmtsst 0? OPTOMSTU.ISTS £SD PODIA-
mISTS.

(A) IN oaswi..—Sectlon 1154 of such Act
(42 U.S.C. 1320c-3) Is amended—

(I) in subsection (a)(7XA)(1), by Inserting
optometry, or podiatry" after "dentistry",

and
(ii) In subsection (C), by striking "or den-

tistry" each place it appears and Inserting
"dentistry, optometry, or podiatry".

(B) Emc'rr'iz oarz.—The amendments
made by subparagraph (A) shall apply to
contracts entered Into or renewed on or
after the date of the enactment of this Act.

(8) Srunr or 000snINanoN or PROs AND
CARRIIS.—

(A) Srun'r.—The Secretary of Health and
Human Services shall conduct a study to de-
velop a plan to improve the coordination of
physician review activities of peer review ac-
tivities and carriers. Such study shall con-
sider—

(i) the development of common utilization
and claim review criteria;

(ii) targeting of reviews by peer review or-
ganizations and carriers; and

till) enhanced Information exchange be-
tween peer review organizations and carri-
ers.

(B) Rzroar.—Not Later than January 1,
1992, the Secretary shall submit to Congress
a report on the study conducted under sub-
paragraph (A) and shall Include in the
report such recommendations for changes
In legislation as may be appropriate.

(4) Excauecz or INYORMATION WITH STATS
IlczNsInc EoAnDa.—Section 1160 of such Act
(42 U.S.C. 1320c-9) is amended—

(A) In subsection (A)(3). by Inserting "or
(1)" after "(b)", and

(B) by adding at the end the following
new subsection:

"(fXl) Within 1 year after the date of the
enactment of this subsection, the Secretary
shall provide for the exchange of Informa-
tion between organizations with contracts
under this part and State board or boards
responsible for the licensing or disciplining
of a provider or practitioner.

"(2) In providing for such exchange, the
Secretary shall consider—

"(A) confidentiality, including appropriate
restrictions on redisclosure and liability pro-
tections;

"(B) appropriate times In the process
under this part In which disclosure is appro-
priate;

"(C) the specific information to be dis-
closed: and

"(0) Information produced by such licens-
ing or disciplining boards that could en-
hance activities under this part.

"(3) In providing for such exchange, the
Secretary shall consult with organization
representing State medical boards, peer
review organizations, and such other organ)-
rations as the Secretary deems appropri-
ate."

(m) MISCELLANEOUS TECHNICAL Coaazc-
rxow&—

(1) The third sentence of subsections (a)
and (bXl) of section 1882 of the Social Secu-
rity Act (42 U.&C. 1395ss), as amended by
section 203(a)(1XA) of the Medicare Cata-
strophic Coverage Repeal Act, is amended
by striking '(k)(4),".
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(2) Section 1877(g)(5) of the Social Securi-
ty Act, as added by section 6204(a) of
OBRA-1989, is amended by adding at the
end the following new sentence: "The provi-
sions of section 1128A (other than the first
sentence of subsection (a) and other than
subsection (b)) shall apply to a civil money
penalty under the previous sentence In the
same manner as such provisions apply to a
penalty or proceeding under section
1128A(a).".

(3) Subsection U) or section 1867 of the
Social Security Act, as added by section
6211(f) of the Omnibus Budget Reconcilia-
tion Act of 1989, Is amended to read as fol-
lows:

"(I) WHISTLEBLOWER omc'rions—A par-
ticipating hospital may not penalize or take
adverse action against a physician or quali-
fied medical person described In subsection
(cX1RA)(ill) because the physician or
person refuses to authorize the transfer of
an Individual with an emergency medical
condition that has not been stabilized or
against any hospital employee because the
employee reports a violation of a require-
ment of this section.".

(4) SectIon 6213(d) of the Omnibus
Budget Reconciliation Act of 1989 is amend-
ed by striking "take effect" and Inserting
"apply to services furnished on or after".

(5) Section 6217(a) of the Omnibus
Budget Reconciliation Act of 1989 is amend-
ed in the matter preceding paragraph (1) by
Inserting after "payments" the following:
"out of the Federal Hospital Insurance
Trust Fund and the Federal Supplementary
Medical Insurance Trust Fund (In such pro-
portions as the Secretary determines to be
appropriate In a year)".

(8) Section 1139 of the Social Security
Act, as amended by section 6221 of Omnibus
Budget Reconciliation Act of 1989. is
amended by striking "interim report" and
all that follows through "setting forth" and
Inserting the following: "interim report no
later than March 31, 1990, and a final report
no later than March 81, 1991. settIng forth".

PART 2—MEDICARE INITIATIV!
C. I!9lI. PvS-SXEMPT HOSPTTAL ADJUSTMENT.

(a) IIq Goszaaz..—Section 1886(b)(IXB) of
the Social Security Act (42 U.S.C.
1395ww(bX1XB)) is amended by striking
"(Ii) in the case of" and all that follows
through the semicolon and InsertIng the fol-
lowing: "(Ii) In the case of cost reporting pe-
riods beginning on or after October 1. 1991,
50 percent of the amount by which the
amount of the operating costs exceeds the
target amount (except that the amount de-
termined under this clause may not exceed
20 percent of the target amount);".

(b) E'rxc'rrvz DATE.—The amendments
made by subsection (a) shall apply to dis-
charges or admissions (as the case may be)
occurring on or after October 1. 1991.
SEC 12512. HOSPITAL PHYSICIAN EDUCATION RE.

COUVMENY.

(a) Ia Gzasiw..—The Secretary of Health
and Human Services may not, before Octo-
ber 1, 1D91, recoup payments from (or oth-
erwise reduce or adjust payments under
title XVIII of the Social Security Act to) a
hospital because of alleged overpayments to
such hospital under such title due to a de-
termination that costs whIch were reported
by the hospital on its medicare cost reports
relating to physician education programs
were allowable costs and are included in the
definition of "operating costs of inpatient
hospital services" pursuant to section
1886<aX4) of such Act, so that no pass-
through of such costs was permitted under
such section.

(b) CAP ON ANNUAL AM0UWr or Rscoup-
acn'rr.—WIth respect to overpayments to a
hospital described in subsection (a), the Sec-
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retary may not recoup more than 25 percent
of the amount of such overpayments from
the hospital during a fIscal year.

Cc) EFFECTIVE DATE.—SUbsections (a) and
(b)ah&U take effect October 1, 1990.
Sac, mu. UNIYERSITT-AFFILIAltl) NURSING EDU-

CA25ON PROGRAMS.

(a) La OENERAL.—The reasonable costs in-
curred by a hospital (or by an educational
Institution related to the hospital by
common ownership or control) during a cost
reporting period for approved nursing and
allied health education programs that are
not operated by the hospital shall be allow-
able as reasonable costs under title XVIII of
the Social Security Act and reimbursed
under such title on a pass-through basis.

(b) Coanrrxows rca RslsestmssMnrr—The
reasonable costs Incurred by a hospital for
an approved nursing and allied health edu-
cation program during a cost reporting
period shall be reimbursable pursuant to
subsection (a) only If—

(1) the proportion of the costs of the pro-
gram Incurred by the hospital during the
cost reporting period does not exceed the
proportion of such costs Incurred by the
hospital during the cost reporting period be-
ginning on or alter October 1, 1989:

(2) the hospital receives a benefit for the
support it furnishes to such program
through the provision of clinical services by
nursing or allied health students participat-
ing in such program; and

(3) the costs incurred by the hospital for
such program do not exceed the costs that
would be incurred by the hospital 11 It oper-
ated the program Itself.

Cc) PROHIBITION Acmsr RECOUPMENT OF
CosrS BY SECRETARY.—

(1) us GzNzIw-The Secretary of Health
and Human Services may not recoup pay-
ments from (or otherwise reduce or adjust
payments under title XVIII of the Social
Security Act to) a hospital because of aI•
leged overpayments to such hospital under
such title due to a determination that costs
which were reported by the hospital on its
medicare cost reports for cost reporting pe-
rinds beginning on or after October 1, 1983,
and before October 1, 1990, relating toap-
proved nursing and allied health education
programs were allowable costs and are in-
cluded in the definition of "operating costs
of inpatient hospital services" pursuant to
section 1886(a)(4) of such Act, so that no
pass-through of such costs was permitted
under such section.

(2) Rzruiw or AMOUNTS ascoupzn.—If,
prior to the date of the enactment of this
Act, the Secretary has recouped payments
from (or otherwise reduced or adjusted pay-
ments under title XVIII of the Social Secu-
rity Act to) a hospital because of overpay-
ments described in paragraph (1), the Secre-
tary shall refund the amount recouped from'
the hospital.

(d) SPEcIAL AUDIT TO DETERMINE COSTS.—
In determining the amount of costs incurred
by a. hospital for purposes of this section,
the Secretary shall conduct a special audit
to ensure the accuracy of Such costs

(e) rsc'rivz DAI'z.—The provisions of
this section shall take effect October 1,
1990.
SEC. 12514. COMMUNITY WEALTH CENTERS A'D

RURAL HEALTH CLINICS.
(a) CossMinsn'y ffzstrn CrwTmS.—
(1) Covnl-AGE.-—Section 1861(s)(2XE) of

the Social Security Act (42 U.S.C.
1395x(s)(2)(E)) is amended by inserting
"and Federally qualified health center serv-
ices" after "rural health clinic services".

(2) Sxavlczs DEFINED.—Sectlon 1861(aa) of
such Act is amended—
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(A) In the heading, by adding at the end

the following: "and Federally Qualified
Health Center Services",

(B) In paragraph (3), by striking "para-
graphs (1) and (2)" and Inserting "the previ-
otis provtsions of this subsection" and by re-
designating such paragraph and paragraph
(4) as paragraph (5) and (6), respeCtively,
and

(C) by Inserting after paragraph (2) the
following new paragraphs:

"(3) The term 'Federally qualified health
Center services' means—

"(A) services of the type described In sub-
paragraphs (A) through (C) of paragraph
(1), and

"(B) preventive• primary health services
that a center is required to provide under
sections 329, 330, and 340 of the Public
Health Service Act.
when furnished to an individual as an out-
patient of a Federally qualified health
center and, for this purpose, any reference
to a rural health clinic or a physician de-
scribed In paragraph (2)(B) is deemed a ref.
erence to a Federally qualified health
center or a physician at the center, respec-
tively.

"(4) The term 'Federally qualified health
center' means an entity which—

"(A)(i) is receiving a grant under section
329, 330, or 340 of the Public Health Service
Act, or

"(ii)(I) Is receiving funding from such a
grant under a contract with the recipient of
such a grant, and (II) meets the require-
ments to receive a grant under 8ection 329,
330, or 340 of such Act;

"(B) based on the recommendation of the
Health Resources and Services Administra-
tion within the Public Health Service, is de-
termined by the Secretary to meet the re-
quirements for receiving such a grant; or

"(C) was treated by the Secretary, for pur-
poses of part B, as a comprehensive Federal-
ly funded health center aa of January 1,
1990.".

(3) P,Ywrs.—
(A) IN oau.—Section 1832(a)(2)(D) of

such Act (42 U.S.C. 1395k(a)(2)(D)) is
amended by Inserting "(i)" after "(D)" and
by Inserting "and (ii) Federally qualified
health center services" after "rural health
clinic services".

(B) DZDUCTIBLZ DOES NOT APPLY.—The first
sentence of section 1833(b) of such Act (42
U.S.C. 13951(b)) is amended—

(i) by striking 'and" before "(4)",
(ii) by Inserting before the period at the

end the followthg: ", and (5) such deductible
shall not apply to Federally qualified health
center services".

(C) EXCLUsION P1OM PAYMENT EZMOVED.—
Section 1862(a) of such Act (42 U.S.C.
1395y(a)) is amended—

(i) in paragraph (2), by Inserting ", except
In the case of Federally qualified health
center services" before the semicolon at the
end, and

(U) In paragraph (3), by Inserting ", In the
case of Federally qualified health center
services, as defined in section 1861(aa)(3),"
after "1861(aaXl),", and

(iU) by adding at the end the following
new sentence: "Paragraph (7) shall not
apply to Federally qualified health center
services described In 8ection
1861(aa(3(B).".

(4) Wxv OP ANTI-KIcKBAcK PXQUIRI-
aaiqr.—Section 1128B(b)(3) of such Act (42
US.C. 1320a-7b(b)(3) is amended—

(A) by striking 'and" at the end of sub-
pangrap (C),

(B) by redesignating subparagraph (D) as
subparagraph (E), and

(C) by Inserting after subparagraph (C)
the following new subparagraph:
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"CD) a waiver of any coinsurance under

part B of title XVIII by a Federally quali-
fied health care center with respect to an
Individual who qualifies for subsidized serv-
ices under a provision of the Public Health
Service Act; and".

(5) Coiroiuino AMZNDM,wr8.—Section
1861 of such Act (42 U.S.C. 1395x) is further
amended—

(A) In subsections (s)(2)(H)(i) and
(s)(2XK), by striking "subsection (aaX3)"
and "subsection (aa)<4)" each place either
appears Inserting "subsection (aa)(5)" and
subsection (aa)(6)", respectively, and

(B) In subsection (aa)(1)(B), by striking
"paragraph (3)" and Insertthg "paragraph
(5)'..

(6) PRRB REVIEW OF COST REPORTs FOR FED-
ERALLY QUALIFIED HEALTH ujrTERS.—8ection
1878 of the Social Security Act (42 U.S.C.
139500) is amended by adding at the end the
following new subsection:

"(J) In this section, the term 'provider of
services' includes a Federally qualified
health center.".

(7) GAO sru1y OP HOSPITAL STAPT PRIVI-
LEGES FOR PHYsIcIANs PRACTICING IN COMMU-
NITY HZALTB CENTERS.—

(A) STUDY.—The Comptroller General
shall conduct a study f whether physicians
practicing in community and migrant
health centers are able to obtain admitting
privileges at local hospitals. The study shall
review—

(i) how many physicians practicing in
such centers are without hospital admitting
privileges or have been denied admitting
privileges at a local hospital, and

(iXI) the criteria hospitals use in deciding
whether to grant admitting privileges and
(II) whether such criteria act as significant
barriers to health center physicians obtain-
ing hospital privileges.

(B) R!PORT.—By not later than 18 months
after the date of the enactment of this Act,
the Comptroller General shall submit a
report on the study under subparagraph (A)
to the Committees on Ways and Means and
Energy and Commerce of the House of Rep-
resentatives and shall include in such report
such recommendations as -the Comptroller
General deems appropriate.

(8) Ep'FwrxvE DAIt.—(A) Subject to sub-
paragraphs (B) and (C), the amendments
made by this 8ection shall apply to services
furnished on or after October 1, 1991.

(B) In the case of a Federally Qualified
health care center that haS elected, as of
January 1, 1990, under part B of title XVIII
of the 8ocial Security Act, to have the
amount of payments for services under such
part determined on a reasonable-charge
basis, the amendment made by paragraph
(3)(A) shall Only apply on and after such
date (not earlier than October 1, 1991) as
the center may elect.

(C) The amendment made by paragraph
(6) shall apply to cost reports for periods be-
ginning on or after October 1, 1991.

(b) RURAL Hwm CUNIc SERVICES.—
(1) EXPEDITED CERTIncATI0N.—Section

1861(aaX2) of the Social Security Act (42
U.S.C. 1395x(aa)(2)) is amended by adding
at the end the following 'If a State agency
has determined under section 1864(a) that a
facility is a rural health clinic and the facili-
ty has applied to the Secretary for certifica-
tion as such a clinic, the Secretary shall
notify the facility of the Secretary's approv-
al or disapproval of the certification not
later than .60 days after the date of the
State agency determination or the applica-
tion (whichever is later).".

(2) TEMPORARY WAIVER OP 5TAYTING RZ-
QuxRgMvrrs.—Section 1861(aa) of such Act,
as amended by subsection (a), is further
amended by adding at the end the following
new paragraph:
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"(7)(A) The Secretary shall waive for a 1

year period the requirements of paragraph
(2) that a rural health clinic employ a phy-
8ician assistant, nurse practitioner Or certi-
fied nurse midwife or that such clinic re-
quire such providers to furnish services at
least 50 percent of the time that the clinic
operates for any facility that requests such
waiver if the facility demonstrates that the
facility has been unable, despite reasonable
efforts, to hire a physician assistant, nurse
practitioner, or certified nurse-midwife in
the previous 9Oday period.

"(B) The Secretary may not grant such a
waiver under subparagraph (A) to a facility
if the request for the waiver is made less
than 6 months after the date of the expira-
tion of any previous such waiver for the f a-
cility.

"(C) A waiver which is requested under
this paragraph shall be deemed granted
unless such reQuest is denied by the Secre-
tary within 60 days after the date such re-
quest is received.'.

(3) PRonucTivm scREEN5.—In employing
any screening guideline in determining the
productivity of physicians, physician assist-
ants, nurse practitioners, and certified
nursemidwlves in a rural health clinic, the
Secretary of Health and Human Services
shall provide that the guideline shall take
Into account the combined services of such
staff (and not merely the service within
each class of practitioner).

(4) PRRB REVIEW OP COST REPORTS FOR
RURAL HIALTB cENTERS—Section 1878(J) of
the Soctal Security Act (42 U.S.C.
1395oo(J)), as added by subsection (a)(6), is
amended by Inserting "a rural health clinic
and" after "lrcludes".

(5) Ep'ncriv DATL —This subaection shall
take effect on October 1, 1991, except that
the amendment made by paragraph (4)
shall apply to cost reports for periods begin-
ning on or after October 1, 1991.
SEC. 12915 PAYM1ENI'S FOR CR!'1AS.

(a) IN Ggi.x..—8ection 1833(1)(1) of the
Social Security Act (42 U.S.C. 1395m(1X1))
is amended—

(1) by Inserting "(A)" after "(1)(1)", and
(2) by adding at the end the following new

subparagraphs:
"(B)(i) Subject to subparagraph (C), for

such services furnished on or after January
1, 1992, the fee schedule shall provide for a
national average conversion factor equal to
the national average conversion factor es
tablished for the locality under section 1848
(without regard to paragraph (2) of section
1848(a)) for physicians services that are an
esthesia services.

"(ii) The conversion factor established for
certified registered nurse anesthetlsts who
are medically directed shall be 70 percent of
the conversion factor established for such
anethetists who are not medically directed.

"(C)(i) In rio case shall the conversion
factor established under this paragraph in a
locality for nonmedically directed services
exceed the conversion factor in the locality
for physician anesthesia services.

"(ii) The provisions of this subsection
shall not apply to certain services furnished
in certain hospitals in rural areas under the
provisions of section 9320(k) of the Omni
bus Budget Reconciliation At. of 1986.".

(b) EFFECTIvE DATE.—The amendments
made by subaection (a) shall apply to servO
ices furnished on or after January 1. 1992.
(c) Bmcrr Niumt I.NrATIoN.—

The Secretary of Health and Human Serv-
ices shall reduce the conversion factor es-
tablished under section 1848(d) for 1992 by
such an amount as wlfl result in a reauction
In the payments under part B of title XVIII
of the Social Security Act in 1992 equivalent
to the increase in payments in 1992 under
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amb part resulting from the amndmente
made by subsection (a.).
C. 12911. PASTIAL O1lAZ.4flOt4 IN lW3.

15?? MITAL HIALTH
(a) 1$ Gwzau—8ectlon 1881(f1X3) of the

Social SecurityAct (42 U.S.C. lUôx(ffX8))
is amended—

(1) by striking "(3)" aM Inserting
"(SxAr;

(2) by striking "outpatients" and Inserting
"outpatients or, by a community mental
health center (as defined In subparagraph
(B)),": and

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

"(B) For purposes of subparagraph (A).
the term 'community mental he9lth center'
means an entity—

"(I) providing the services described In sec-
tion 1916(cX4) of the Public Health Service
Act; and

"(ii) meeting applicable Iloeneing or certt.
ficatlon requirements for community
mental health centers In the State in which
It Is located.".

(b) CoNpossexwo AXDT8.—(1) Section
1832 (aX2) of such Act (42 U.S.C.
1395k(aX2)) Is amended—

(A) by striking "and" at the end of sub-
paragraph (H);

(B) by striking the period at the end of
subparagraph (I) and inserting "; and"; and

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

"(J) partial hospitalization services Provid-
ed by a community mental health center (as
described In section 1861(ffX2XB))".

(2) Section 1866(e) of such Act (42 U.S.C.
1395cc(e))) Is amended by striking 'Include
a clinic" and all that follows through the
period and inserting the followlng "in-
clude—

"(1) a clinic. rehabilitation agency, or
public health agency if. in the case of a
clinic or rehabilitation agency, such clinic or
agency meets the requirements of section
1861(pX4)(A) (or meets the requirements of
guch section through the operation of sec-
tion 1861(g)), or If, In the case of a public
health agency, such agency meets the re-
quiretnents of section 1861(pX4XB) (or
meets the requirements- of such section
through the operation of section 1861(g)),
but only with respect to the furn[chlng of
outpatient physical therapy services (as
therein defined) or (through the operation
of section 1861(g)) with respect to the fur-
nishing of outpatient occupational therapy
services; and

"(2) a community mental health center
(as defined In section 1861(fIX3XB)), but
only with respect to the fürnlshlng of par-
tial hospitalization services (as described In
section 1881(ff)(1)).".

(C) Emcnvz Davz.—The amendments
made by subsections (a) and (b) shall apply
with respect to partial hospitalization serv-
ices provided on or after October 1. 1991.
SEC. *2917. RURAL UL000 1.AJORA.TOIIES.

(a) 119 Omrnui..—Section 1833(h)(3) of the
Social Security Act (42 U.S.C. 13951(hX3))
Is amended—

(1) In the second sentence—
(A) by striking "during the period" and all

that follows through "(Ii)" and inserting
"by a laboratory that establishes to the sat-
isfaction of the Secretary that", and

(B) by striking "facility, sad (lii)" and In-
serting "facility."; and

(2) by Inserting alter the first sentence
the following new sentence: "The previous
sentence shall permit the payment of a fee
to a laboratory described in the next sen-
tence for a second trip on a day with respect
to a location if that trip Is required to col-
lect a sample for a test which the Individ-
ual's physician has ordered end for which
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the results are required en an as-soon-as-
possible basis.".

(b) rrscTiva DATL—The amendments
made by subsection (a) shall apply with re-
spect to clinical diagnostic laboratory tests
furnished on or after October 1. 1991.
C 11911. VSTonOLOGY 'Y1 POE INPA-

(a) Ii GanmaL.—
(1) Senvicus NOT TO U necausen us

T!T BO'rTAL asavicm.—Section 1861(b) of
the Social Security Act (42 U.S.C. 1395x(b))
Is amended—

(A) In paragraph (3), by striking "(Includ-
ing clinical psychologist (as defined by the
Secretary)": and

(B) In paragraph (4)—
(I) by striking "intern end" and Inserting

"Intern,", and
(ii) by striking 'anesthetist;" and Inserting

"anesthetist, and qualified psychologist
services (as defined In subsection (ii));".

(2) Smvicas nor TO NT Nfl,LTD rnaouan
Ptuvw,.8 O erav!CEs.—SeCtIon
1832(aM2XBXW) of such Act (42 U.S.C.
1395k(aX2XBX1E)) is amended by striking
"anesthetist;" and Inserting "anesthetist or
qualified peychologist services;".

(3) Conpoexiwo aaimcszicru.—(A) Section
1862(a.X14) of such Act (42 U.S.C.
1395y(aXl4)) is amended by striking "unless
the services" and inserting "unless the serv-
ices are qualified psychologist services,".

(B) Section 1886(aX1XB) of such Act (42
'U.S.C. 1395cc(aXIXB)) Is amended In the
matter preceding clause (I) by striking "an-
esthetlstr and inserting "anesthetist or
qualified psychologist services)".

(b) Erflcrrva DATE.— The amendments
made by subsection (a) shall apply to serv-
ices furnished on or after January 1, 1991.
SEC. 12911. END STAGE RENAL D1SEA RATES.

Section 9335(aXl) of the Omnibus Budget
Reconciliation Act of 1988. as amended by
section 12201(aX2) of the Omnibus Budget
Reconcthatlon.Act of 1990, Is amended by
inserting after the first sentence the follow.
ing: "With respect to services furnished on
or after January 1, 1992. such base rate
shall be equal to the respective rate In
effect as of December 31, 1991, Increased by
$5.00.".
SEC. IllS. sssJADMINIsTRATIOM 07 UT?RJO

POSETIN (EPO).
(a) Ix OssImAL.—Sectlon 1881(eX3) of the

Social Security Act (42 U.S.C. 1395x(sX2))li
amended-

(1) by striking "and" a.t the end of sub-
paragraph (M);

(2) by adding "and" at the end of subpara-
graph (N); and

(3) by s"'ng at the end of the following
new subvaragraplL

"(0) erythropotetin for home dialysis pa-
tients competent to use such drug without
medical or other supervision with respect to
the administration of such drug, sublect to
methoda and standarda established by the
Secretary by regulation for the safe and of-
fective use of such drug, and 1t related
to the administration of such drug:.".

(b) E,yi.-riv DarL—The amendments
made by subsection (a) shall apply to eryth-
ropoletin furnished on or after October 1,
1991.
C. 19111. PART kPUJM-

(a) 11, OnmuiL.—8ubaecUon (d) of section
1818 of the Social Security Act(42 U.S.C.
1IOSI-2)Ia amended to read as follows:

(dXl) The monthly premium under this
part for moutbe in 1992 shall be $145. in
1-992 shall be $150, in 1994 ehafl be $135. In
1995 shall be $121.

"(2) The monthly premiume under this
part for montha In a year after 1995 shall be
the monthly premium for months In the
previous year changeby the same percent-
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age as the percentage change In the Inpa-
tient hospital deductible under section
1*13(b) effected In the year Involved. Any
amount determined under the preceding
sentence which Is not a multiple of $1 shall
be rounded to the nearest multiple of $1 (or,
if It Is $ multiple of *0 cents but net smulti-
ple of $1. to the next higher multiple of
$1)"

(b) E,v.c'rrva flAiL—The amendment
made by subsection (a) shall apply to prom!-
urns for months b with January
1992.
SEC. 12122. RADIOLOGY SERViCES.

(a) Exmrrrlox FROM REDVCPION ix Cox-
VNTSION FACTOR POE PORTABIS RADIOLOGY
Smvicas.—Sectlon 1834(B)(4XD) of the
Social Security Act, as added by section
12102(aXl), Is amended In the matter pre-
ceding clause (1) by striking "services" and
insertIng "services (other than portable X-
ray servlcesr.

(b) ConTxxu*riox OP SPECIAL RULE 7011
Nua.EAa MsuicneI PwrsIciANs.—Section
6105(b) of the Omnibus Budget Reconcilia-
tion Act of 1989 Is amended by striking all
that follows "Social Security Act" the
second place It appears and macrUng the
following: "beginning Apr11 1, 1990, and
endIng December 31, 1991, there shall be
substituted for the fee schedule otherwise
applicable a fee schedule based ½ on the fee
schedule computed under such section
(without regard to this subsection) and %
on 101 percent of the 1988 prevaIling charge
for such services.".

(c) ExTUsron or Spur Biumo RULE POE
b9TNTVUTIOEAL RaDIoLoGisTs.—SectiOfl
6105(c) of the Omnibus Budget Reconcilia-
tion Act of 1989 Is amended by Inserting "or
1991" after "1990' each place it appeara

(d) Erp'rcvvz Dxrm.—The amendments
made by this section shall apply to services
furnished On or after January 1, 1991. -

SEC Ulli. EXPANSION OF HOSPICE BENEFIT.
(a) Ix OVIER&L.—Sectlon 1812 of the

Social Security Act (42 U.S.C. 1395d) Is
amended-

(1) In subsection (aX4), by strikIng "90
days each" and all that follows through
"with respect ta" and Inserting the follow-
kig '10 days each, a subsequent period of 30
days, and a subsequent extension period
with respect to": and

• (2) In subsection (d)—
(A) In paragraph (1), by strikIng "90 days

each" and all that follows through "life-
time" and inserting the following: "93 days
each, a subsequent period of 30 days, and a.
subsequent extension period during the In-
dividual's 111 etime", and

(B) In paragraph (2X5), by striking "a 90-
or $0-day period," and Inserting "a 90- or 30-
day period or a subsequent extension
period,".

(b) cCoicroaMuw AsszxDaIxirr.—SeCtlofl
L914LaX7XA) of such Act (42 U.S.C.
1395f(sX7XA)) Is amended-

(1) in clause (I), by striking "and" at the
end;

(2) in clause (II), by striking the semicolon
at the end and Inserting ", and"; and

(3) by adding at the end the following newcire:.
"(lii) hi a subsequent extension porlcd, the

medical director or physician described In
clause (IXI!) recertifles at the beginning of
the period that the individual is terminally

(c) VTCTTVE DATR.—The amendments
made by this section shall apply with re-
spect to Care and services, furnished on or
after October 1, 1991.
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SEC. 12924. COVERAGE OF SCREENING MAMMOGRA-

PHY.

(a) IN GEEa*i..—8ection 1861 of the
Social Security Act (42 U.S.C. 1395x) Is
amended—

(1) tn subsection (s)—
(A) in paragraph (11), by striking all that

follows "(bb))" and inserting a semicolon,
(B) In paragraph (12)(C), by striking all

that follows "area)" and Inserting"; and",
and

(C) by Inserting after paragraph (12) the
following new paragraph:

"(13) screening mammography (as defined
in subsection (Jj));"; and

(2) by inserting aftec subsection (ii) the
following new subsection:

"SCREENING MAMMOGRAPHY

"(jj) The term 'screening mammography'
means a radiologic procedure provided to a
woman for the purpose of early detection of
breast cancer and includes a physican's in-
terpretation of the results of the proce-
dure.".

(b) PAYMENT Cov1AG.—8ection 1834
of such Act 942 U.S.C. 1395m) Is amended—

(1) in subsection (b)(1)(B), by inserting
"and subject to subsection (c)(1)(A)" after
"conversion factors", and

(2) by Inserting after subsection (b) the
following new subsection

"(c) PAYNINT5 STs poi ScRZEN-
ING MAMMOGRAPBY.—

"(1) IN GENERAL.—Notwlthstandlng any
other provision of this part, with respect to
expenses incurred for screening mammogra-
phy (as defined In section 1861(jfl)—

"(A) payment may be made only for
screening mammography conducted consist-
ent with the frequency permitted under
paragraph (2);

"(B) payment may be made oniy If the
screening mammography meets the quality
standards established under paragraph (3);
and

"(C) the amount of the payment under
this part shall, subject to the deductible es-
tablished under section 1833(b), be equal to
80 percent of the least of—

"(I) the actual charge for the screening,
"(ii) the fee schedule established under

subsection (b) or the fee schedule estab-
lished under section 1848, whichever Is ap-
plicable, with respect to both the profes-
sional and technical components of the
screening mammography, or

"(iii) the limit established under para-
graph (4) for the screening mammography.

"(2) FRQUZNCY COVERED.—
"(A) IN GENZRAL.—Subject to revision by

the Secretary under subparagraph (B)—.
"(i) No payment may be made under this

part for screening mammography per-
formed on a woman under 35 years of age.

"(ii) Payment may be made under this
part for oniy 1 screening mammography
performed on a woman over 34 years of age,
but under 40 years of age.

"(iii) In the case of a woman over 39 years
of age, but under 50 years of age, who—

"(I) is at high risk of developing breast
cancer (as determined pursuant to factors
identified by the Secretary), payment may
not be made under this part for the 11
months of a previous screening mammogra-
phy, or

"(II) is not at a high risk of developing
breast cancer, payment may not be made
under this part for a screening inammogra-
phy performed within the 23 months after a
previous screening mammography.

"(iv) In the case of a woman over 49 years
of age, but under 65 years of age, payment
may not be made under this part for screen-
ing mammography performed within 11
months after a previous screening mammog-
raphy.
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"(v) In the case of a woman over 64 years

of age, payment may not be made for
screening mammography performed within
23 months after a previous screening mam-
mography.

"(B) RZVI5I0N OF 7REQJVWY.—
"(i) RgvlEw.—The Secretary, in consulta-

tion with the Director of the National
Cancer Institute, shall review periodically
the appropriate frequency for performing
screening mAmmography, based on age and
such other factors as the Secretary believes
to be pertinent.

"(II) RKvI5I0N or mw4cY.—The Secre-
tary, taking into consideration the review
made under clause (i), may revise from time
to time the frequency with which screening
mammography may be paid for under this
subsection, but no such revision shall apply
to screening m.mmography performed
before January 1, 1992.

"(3) QUALrrY STANDABD5.—The Secretary
shall establish standards to assure the
safety and accuracy of screening mamnog-
raphy performed under this part. Such
standards shall include the requirements
that—

"(A) the equipment used to perform the
mammography must be specifically de-
signed for mammography and must meet ra-
diologic standards established by the Secre-
tary for mammography;

"(B) the mammography must be per-
formed by an individual who—

"(i) is licensed by a State to perform radio-
logical procedures, or

"(II) is certified as qualified to perform ra-
diological procedures by such an appropri-
ate organization as the Secretary specifies
in regulations;

"(C) the results of the mammography
must be interpreted by a physician—

"(i) who is certified as qualified to inter-
pret radiological procedures by such an ap-
propriate board as the Secretary specifies in
regulations, or

'(II) who is certified as qualified to inter-
pret screening mammography procedures by
such a program as the Secretary recognizes
In regulation as assuring the qualifications
of the individual with respect to such inter-
pretation; and

'(D) with respect to the first screening
mammography performed on a woman for
which payment is made under this part,
there are satisfactory assurances that the
results of the mammography will be placed
in permanent medical records maintained
with respect to the woman.

"(4) LanT.—
"(A) $55, Ii xi1.—Except as provided by

the Secretary under subparagraph (B), the
limit established under this paragraph—

'(i) for screening mammography per-
formed in 1991. is $55, and

"(U) for screening mammography per-
formed in a subsequent year is the limit es-
tablished under this paragraph for the pre-
ceding year increased by the Increase in the
conversion factor established under section
1848(d) effective for services furnished In
that subsequent year.

"(B) RWUCION or LxMrr.—The Secretary
shall review from time to time the appropri-
ateness of the amount of the limit estab-
lished under this paragraph. The Secretary
may, with respect to screening mammogra-
phy performed in a year after 1992, reduce
the amount of such limit as it applies na-
tionally or in any area to the amount that
the Secretary estimates is required to assure
that screening mammography oZ an appro-
priate quality is readily and conveniently
available during the year.

"(C) APPLICATION OF LIMIT IN EOSPFAL
ouTpArIzlrr SE-1-nNG.—The Secretary shall
provide for an appropriate allocation of the
limit established under this paragraph be-
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tween professional and technical compo-
nents in the case of hospital outpatient
screening mammography (and comparable
situations) where there is a claim for profes-
sional services separate from the claim for
the radlologic procedure.

"(5) LIMITING CHARGES OF NONPARTICIPAT-
11W PHYSICIAIiS.—

"(A) Iii GNERAL.—In the case of mammog-
raphy screening perThrmed on or after Octo-
ber 1, 1991, for which payment is made
under this sub8ection, If a nonparticipating
physician or supplier provides the screening
to an individual entitled to benefits under
this part, the physician or supplier may not
charge the individual more than the limit-
ing charge (as defined in subparagraph (B),
or If less, as defined in subsection (b)(5)(B)
or as defined in section 1848(g)(2)).

"(B) LIMITING CHARGE DEFINED—In sub-
paragraph (A), the term 'limiting charge'
means, with respect to screening mamrnog-
raphy performed—

'(i) in 1991, 125 percent of the limit estab-
lished under paragraph (4),

"(ii) in 1992, 120 percent of the limit es-
tablished under paragraph (4). or

"(iii) after 1992, 115 percent of the limit
established under paragraph (4).

"(c) ENPo1cz?1lr.—If a physictan or sup-
pfler knowing and willfully imposes a charge
in violation of subparagraph (A), the Secre-
tary may apply sanctions against such phy-
sician or supplier in accordance with section
1842(j)(2)."

(c) CERTIFICATION OF SCREENING M&IoG-
wwv Quny Sws.—

(1) Section 1863 of such Act (42 U.S.C.
1395z) is amended by Inserting "or whether
screening mammography meets the stand-
ards established under section 1834(cX3)."
after "1832(aX2XFXi),".

(2) The first sentence of section 1864(a) of
such Act (42 U.S.C. 1395aa(a)) is amended
by inserting before the period the followthg
", or whether screening mammography
meets the standards established under sec-
tion 1834(c)(3)".

(3) Section 1865(a) of such Act (42 U.S.C.
1395bb(a)) is amended by Inserting
"1834(c)(3)," after "1832(a)(2)(F)(i),".

(d) CONFORMING AMZNDMENT5.—
(1) Section 1833a)(2)(E) of such Act (42

U.S.C. 13951(a)(2)(E)) is amended by insert-
ing ", but excluding screening mammogra-
phy" after "[maging services".

(2) Section 1862(a) of such Act (42 U.S.C.
1395y(a)) is amended—

(A) in paragraph (1)—
(I) in subparagraph (A), by striking 'sub-

paragraph (B). (C), (D). or (E)" and insert-
ng "a succeeding subparagraph",

(II) in subparagraph (D), by striking 'and
at the end.

(ill) in subp&ragraph (E). by striking the
semicolon at the end and inserting ', and,
and

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

"(F) in the case of screening mammogra-
phy, which is performed more frequently
that is covered under section 1834c)(2) or
which doe8 not meet the standards estab.
lished under section 1834(c)(3), and, in the
case of screening pap smear, which is per-
formed more frequently than is provided
under section 1861(nn);"; and

(B) in paragraph (7), by inserting 'or
under paragraph (1)(F)" after "(1)(B)".

(e) Emc'rxv DA.—The ainendjnent,s
made by this section shall apply to screen-
ing mammography performed on or after
October 1, 1991.
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PART 3—MEDICARE PROGRAM COST

REDUCTIONS
SEC. I9SI. REDUCFION IN PAYMENTS FOR PHYSI.

CIAIS SERVICES.
(a) IN Ozi..—Section 1842(bX16XA) of

the Social Security Act (42 U.S.C. 1395u(b)),
as added by section 12101(b) of the Omnibus
Budget Reconciliation Act of 1990. Is
amended by strikIng '5 percent" and Insert-
Ing "7.5 percent".

(b) Emcriv DATE.--The amendment
made by subsection (a) shall apply to serv-
ices furnished on or after January 1, 1991.
SEC. 12932. INTERPRETATION OF EKGS.

Section 12108(b) of the Omnibus Budget
Reconciliation Act of 1990 Is amended by
striking "January 1, 1992' and Inserting
"January 1, 1991".
SEC. 12933. COVERAGE FOR SgA1LDIS.

(a) IN GE1iz1.&i..—SectIon 1861(n) of the
Social Security Act (42 U.S.C. 1395x(n)) Is
amended by adding at the end the follow-
ing: "With respect to a seat-lilt chair, such
term includes only the seat-lift mechanism
and does not include the chair.".

(b) Eypwriv DArt—The amendment
made by subsection (a) shall apply to items
furnished on or after January 1, 1991.
SEC. 12934. REDUCTION IN PAYMENTS FOR TENS

DEVICES.
(a) IN GaAi..—SectIon 1834(aXl)(D) of

the Social Secuxlty Act •(42 U.S.C.
1395m(a)(1)(D)), as amended by section
12112(a)(1) of the Omnibus Budget Recon-
ciliation Act of 1990, Is amended by striking
"15 percent" and Inserting "30 percent".

(b) Ernc'rivz DATL—The amendment
made by subsection (a) shall apply to cov-
ered items furnished on or after January 1,
1991.

PARLIAMIIfTARY INQUIRIES
Mr. FRENZEL Mr. Chairman, I

have a parliamentary Inquiry.
The CHAIRMAN. The gentleman

will state his parliamentary inquiry.
Mr. FRENZEL. Mr. Chairman, are

we going to read the amendment?
The CHAIRMAN. It Is designated

under the rule, it will not be read. It Is
already designated.

Mr. FRENZEL. Mr. Chairman, I
have a parliamentary inquiry.

The CHAIRMAN. The gentleman
will state his parliamentary Inquiry.

Mr. FRENZEL. Mr. Chairman, can
the Chair explain to me how we desig-
nated something that did not exist
until 10 minutes ago?

The CHAIRMAN. Under the rule, it
is stated that the said amendment will
be considered as read.

Mr. FRENZEL. No matter how volu-
minous?

Mr. Chairman, I have a further par-
liamentary inquiry.

The CHAIRMAN. The gentleman
will state his parliamentary Inquiry.

Mr. FRENZEL. Was there a unani-
mous-consent request made that the
Panetta amendment not be subject to
points of order?

The CHAIRMAN. The rule also pro-
vides for that.

Mr. FRENZEL. Was there any unan-
imous-consent request mazie with re-
spect to the Panetta amendment
today, Mr. Chairman?

The CHAIRMAN. No. It was not
necessary. The rule provides for that
waiver.

Mr. FRENZEL. Thank you, Mr.
Chairman.
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Mr. GINGRICH. Mr. Chairman, I Mr. PANETTA. Mr. Chairman. I

have a parliamentary inquiry. yield myself 5 minutes.
The CHAIRMAN. The gentleman Mr. Chairman, the amendment that

will State his parliamentary inquiry. we present here is an effort to strip
Mr. GINGRICH. Mr. Chairman, I matters that are not, we believe, relat-

just want to ask of the Chair: Are ed to deficit reduction or involve ques-
copies of the current version of the tionable savings that are part of the
Panetta amendment available in suff i- reconciliation bill. We tried to estab-
cient number that all the Members get lish a precedent within the reconcilia-
a chance to look at it? Do we have tion bill of trying to eliminate those
copies that we can look at of the cur- matters reported from the various
rent version? committees that do not relate specif i-

Mr. PANET1'A. Mr. Chairman, we cally to reconciliation.
have provided copies to the Republi- This is obviously an effort. It is not
can Side, and we have a copy at the as perfect as any of us would have
desk. Those are the copies that are hoped.
available. Obviously there are areas here that

Mr. FRENZEL. Mr. Chairman, I require discretion as to what, in fact,
have a further parliamentary inquiry. relates to deficit reduction and what

The CHAIRMAN. The gentleman does not, and in addition to that, there
will state his parUamentary inquiry. are areas, particuarly in the Medicaid

Mr. FRENZEL. Mr. Chairman, can and Medicare areas, that relate to the
the Chair tell us how many pages are summit agreement that involve efforts
in the amendment? We are not sure to try to reduce the hit that impacts
what we have here. on both Medicare and Medicaid. Those

The CHAIRMAN. If the gentleman are areas under the jurisdiction of
will bear with the Chair, the Chair both the Committee on Energy and
will get the gentleman that answer. Commerce as well as the Committee

Mr. FRENZEL. I appreciate that, on Ways and Means.
Mr. Chairman. Let me cite some of the proposals

The CHAIRMAN. The pages do not that are stripped here in the amend-
seem to be numbered. ment. With regard to the Committee

Mr. GINGRICH. Mr. Chairman, on Agriculture, we eliminate the GSE
would the Chair have someone count provisions that they included there.
them? This is true also for the Committee on

The CHAJRMAN. The Chair is Banking and Urban Affairs as well as
trying to cooperate with the inquiry, if for the Committee on Ways and
the gentleman will just be patient. Means.

Mr. PANETTA. Mr. Chairman, is The reason we stripped the GSE
this in the context of a point of order, provisions is because, under the
or is ttiJs just time en off the budget process reform section, we pro-
amendment? vide in conjunction with the adminis-

The CHAIRMAN. It is a parliamen- tration a proposal that comprehensive-
tary inquiry. The Chair will respond, ly deals with GSE's overall, and for
and time is not coming out of debated that reason we felt that it was not ap-
time. propriate for each of the committees

In answer to the question, it is to develop their own particular ap-
roughly 200 pages. proach to dealing with GSE's.

Mr. FRENZEL. I thank the Chair. In Education and Labor we stripped
Mr. GINGRICH. Would the Chair the child care bill which was included

please check and let us know exactly by the Committee on Education and
how many pages? Labor, but it is a bill that we feel

Mr. Chairman, I have a further par- should be dealt with outside of recon-
liamentary inquiry. ciliation.

The CHAIRMM. The gentleman We also stripped, under the Educa-
will state his parliamentary inquiry. tion and Labor provision, OSHA crim!-

Mr. GINGRICH. Would the Chair nal penalties, again because we were
explain? I just read the resolution concerned about questionable savings
briefly. Would the Chairman explain related to that provision.
where in the rule points of order are In addition, in the Committee on the
waived on this amendment? It says Interior, we stripped Bryce Canyon as
here, "Points of order are waived on well as the reauthorization of the
the amendments which have been BLM area.
printed." It says, "All points of order Merchant Marine and Fisheries, we
are, hereby waived against amend- stripped proposals related to the
ments printed in the report." Sabine River in Texas, and legislation

The CHAIRMAN. The Chair will re- involving World War II merchant
spond. It is on page 3, lInes 11 and 12, mariners, as well as an authorization
"All pointh of order against the for the Department of Commerce re-
amendments en bloc are hereby garding real property in Hampton
waived." Roads, VA, as well as efforts to require

The gentleman from California [Mr. water quality standards for coastal
PANrrA] will be recognized for 15 recreation waters. All of those are in-
minutes, and a Member In opposition cluded for stripping in this legislation.
will be recognized for 15 mInutes. In the Public Works and Transporta-

The Chair recognizes the gentleman tion area, we stripped a number of
from California [Mr. PANETTA]. provisions that we felt should not be
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in1ued. because the gas tax is not in-
cluded in the final version of the bill.
and, again. on Ways and Means we
stripped provisions related to GSE's.

Lt me mention with regard to 2
areas. Energy *nd Commerce and
Ways nd Means, what we have In-
cluded in this amendment 4$ what the
summit had Included with regard to
areas In both Medicaid and Medicare
that would assist aow-lnoonie Indlvid
uais with regard to the cuts that were
made. These are proposals that are
contained In the Finance Committee
version of the bill, and both commit-
tees felt they had to include these pro-
visions for conference purposes, when
they go to conference.

Those are the primary elements n-
cluded In this amendment.

1 would urge the Rouse to adopt it
because the savings, incidentally, that
wou'd resu1t from this are about $3
billion as a result of stripping these 24
areas.

They do Include additions of about
$2 billion as a result of the Medicare
provisions under Ways and Means, so
the net savings h this proposal Is
about $1 billion.

The CHAIRMAN. The Chair wishes
to give a correct answer to the Inquiry:
260 pages.

Mr. FRENZEL I thank the Chair
very much.

Mr. Chairman,! rise in opposition to
the amendment.

çMr. FRENZEL asked and was given
peTmission to revise and extend his re-
naks.)

MT. FRENZEL Mr. Chairman, 1
yield myself 4 minutes.

M. Chairman, this has been a very
long. egonizing process for all of us,
and it is very hard for us not to lose
contro of our emotions and our tem-
pe s we move along.

Bu I must say the presentation of
thPanetta amendin&a s the lou-
sfe&tiowest thmg that this House has
p$dtioed that has had anything to do
j1tLi the budget process.

were told in the Committee on
Rqles that the gentleman from Call-
rnia (Mr. PANETTA) would be pro-
thothg a resolution that was going to
strip extr8neous matters out of this
reconciliation bill. I presnted to the
gentleman from California a list of 63
Energy and Commerce extraneous
pmvisons, 1.8 Ways and Means extra.
neous provisions. 7 others, snd he him-
seU had a list of 24 extraneous provi-
sions.

The bill ie has given us today has
removed only one of the Items that I
as4ed turn to remove.
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The Committee on Education and

Labor has worked for 3 long years on
trying to craft a bill ønd they have ap-
proved it. They have instructed Mem-
bers twice what to do In connection
with it. Now, In one motion, they are
asked to strike t entirely from the
subject matter.

We have hurt the children of Amer-
ica too much already. We ttave de.
prived them of nutrition. We are de-
priving them 01 & decent education.
We have cut back on the programs,
WIC and the other programs, that
pertain to the well aie children, and
now we say we will strip them, thUd
care, from this package. It includes
the latchkey kids that leave school
every day, have no tome to go to be-
cause their parents are trying to Work.
It will place more children Into pover-
ty. it will deprive the parents who are
working, Ior the zake of their children,
of the opportunity of Iaving a safe
place to leave their children.

L think ft Is unmerciful, and I ask
Members to consider. It s a tough
vote. I am sorry that embeis have
been put In this catch-22 situation.
Vote against the motion.

Mr. FRENZEL. Mr. Ch1rman. I
yield .3 minutes to the distinguished
gentleman from Ohio, (Mr. GRADI-
soiq], a member of the Committee on
Ways and Means.

Mr. ORADISON. Mr. Chairman, we
have learned a lot about the gentle-
man 'from Minnesota (Mr. FRENZEIJ hi
recent days. but one of the things we
have seen in the last lew minutes
which may surprise 1Tembers a bit is
that he is a master of understatement.
Believe me, what he has said about
the package whlch we saw br the first
time as a possible addition to this bill
about hail an hour ago was an under-
statement.

Happily, based vpon my reading of
the vOte which we took a few minutes
ago, this whole thing is not going any-
where *nyway, and I think we can rest
secure in that fact. I think that is rea-
sonable to address the question to the
gentleman from California, the ehair-
m of the Committee on the Budget.
He has told Members that the object
of this exercise through the Panetta
amendment is to strike extraneous ma-
terial and conform to the summit
agreement. There is noting in the
summit sgreement about these 4
pages of &dditlonni tn&tertal.

Yes, there .ras money 6et s1de for
additional 8pendlng, but what the
Committee on Ways ,nd Means lld In
carrying out its responsibility ws to
decide iiot to spend that money, not to
spend this money, this compuLsion t.o
spend money s If it will burn holes In
the boltoni of cur pockets, which Es
how we got to this trouble thEt e
are In right now.

Lt me talk about this ckage.
Those members vn the Committee on
Ways and Means saw it for the ffrEt
time estenIay. It us bronght up at s
markup this afternoon. It has never
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tion bill Bnd Is not the Intention of
this amendment. I think it Is n abso-
lute flaunting of the budget process
and of this whole prooedure we have
been going through for a year. the
fact he did it, and your leadership let
him do It.

Mr. Chairman. I reserve the balance
of my tAme.

Mr. PANET1'A. Mr. Chairman. I
yie'd myself such time as I may con-
sume.

I regret that the gentleman IeeLs the
way he does with regard to the ele-
ments n this amendment, because
generally 1 would take it that the gen-
tleman and those on the other side oI
the aisle feel that way about the
summit agreement overall. However,
the summit agreement Itself provlited
for $4 billion to try to deal with issues
related to 'Medicare and Me4itcaiL
That is hi the summit agreement.

I refer Members to Mr. Darman's
copy on, I believe, page 11 of The
agreement provided for that; $2 billion
has been included n Medicaid, $2 bil-
lion has been Included In Medicare.
That is the umm1t agreement. Those
are the provisions that are tnclnded as
part of this amendment. They abide
by what we agree to.

Mr. Chairman, I yIeld 3 mInutes to
the gentleman from California, (Mr.
HAw1ms1, chairman of the Commit-
tee on Education and Labor.

(Mr. HAWKINS asked and was given
permission to revise and extend his re-
marks.)

___

Mr. HAWKINS. 2r. Chairman, I
find It very difficult to express my op-
positAon to the motion. I know that
the gentleman has worked hard on
crafting this pwkage.

I cannot, n good conscience, howev•
er, vote for anything that is going to
strike at the very heart of our future,
the children of America. I am sur-
prised at the attempt to define what is
deficit reduction. Aord1ng to the
same 1og1i, we wóu1d not hAve defense
hi this package either, because that
ddes not contribute anything to deficit
reduction. Yet, we know good and well
that we want strong defense.

Now, as to the zocfled alleged
reason for dothg it, It 4z said that ehild
care s going to be considered outside
of reconciliat4on. Do not believe it.
The oth tody has put It Inths pack-
age In rét,nci1iat&on, and so we have a
situation in wblch the House is going
to confer with th other body, and
there Is no Member hi this body that
is going to confer with their counter-
parts on the Senste Eide.

Now, the SEnie iiaz afredy crafted
a child cite bill. In effect, that bill

02010 el1nthates Bead Start expansion. It
it hs removed a couple of dozen of eliminates iI the th.Ies that pertain to

the dtems that he tntended to rnov education, Uties I nd II of the Rouse-
from the beginning. and that was all passed bill. This body has passed a
right. owever, what gs the a11-around child care CIII twice. Oce last year.
fleecing, and I must say. ft s hard for again this year. What we are doing
me to g, on without losing contxol of now s 1rippkng whM we tiav done In
my temper, btlt In that 260 pages. he the field of child care from this paek-
has $L9 iIflon In ew Epending thnt age. Not to be cons&ded In recondlia-
has no business being 4n the reconcilia- tion, becau3e we ifl not confer on it.



been marked up by the Subcommittee
on Health and Safety. That is OK. It
was going to be taken up directly by
the Committee on Ways and Means.
The chairman of the Committee on
Ways and Means at 3 o'clock this
afternoon assured the members of our
committee that this matter would be
subject to a full committee markup be-
ginning at 9 o'clock tomorrow. That
schedule stands. His only request was
that we make our amendments in writ-
ing and have them in his hand this
afternoon.

That is exactly what we did. Who
can Members trust around here? Who
can Members trust when they are told
that the procedure is to work through
the committee, and then we are told
all of a sudden—and I learned this as I
came over for this last vote—that
something which our committee is
supposed to mark up, and much of it is
very good legislation, is going to be
taken away from Members entirely?

This is not a trivial matter, and it is
certainly not technical. The net in
crease in spending involved in this is
$1.8 billion, a very interesting thing to
bring in right at the time when we
have had so much talk all day about
cutting spending, cutting spending.
This increase in spending, there is no
necessity for bringing it up at this
time. The committee can work its will
tomorrow.

Mr. Chairman, I know the outcome
of what I am about to do, but I want
to make a. point by doing this.

Mr. Chairman, I ask unanimous con-
sent to strike from the Panetta
amendment the Medicare provisions.

Mr. STARK. 'Mr. Chairman, I object.
The CHAIRMAN. Objection is

heard.
Mr. PANETTA. Mr. Chairman, I

yield 3 mInutes to the gentleman from
California (Mr. STARK).

Mr. STARK. Mr. Chairman, I was
not privy to the deliberations that
came out with the budget summit, but
the Committee on Ways and Means is
charged with apportioning $2 billion
to help ease the burden on lower
income and those less able to care for
themselves.

The provisions in the Panetta
amendment, most of which have been
dLcussed at great length by the Sub-
committee on Health under the Com-
mittee on Ways and Means are indeed
good legislation.

As to whether this procedure is any
different than the Graxnxn-Latta pro-
cedure 01 some years ago is a matter
for each person to decide for them-
selves. However, there are many good
features that are no-cost proirlsions.
Patient self-determination; ilving will
procedures; technical and miscellane-
ous amendments to all parts of Medi-
care; assistance to lIMO's; Med-Gap
standards, which is in the Senate bill,
and the Committee on Energy and
Commerce bill, our bills; controlled
substances; accountable collection,
which is endorsed by both the Health

CONGRESSIONAL RECORD — HOUSE
and Human Services and the Drug En-
forcement Administration.

There is a mammography benefit
which was very popular which is in
here at no additional annual or
monthly premium.

There are exempt hospitals that are
getting assistance.

There is a provision to provide post-
ponement of severe impacting on cer-
tain training hospitals that train both
nurses and doctors.

There are rural blood labs, mental
health hospitals, help for psycholo-
gists, SRD rates are increased some-
what.

There is a hospice extension.
There is radiology service.
And we saved more. The net spend-

ing is $1.849 billion. It is tess than was
authorized in the summit.

I would urge my colleagues, this is a
fair carrying out of the responsibilities
of the Medicare Program, and the
Ways and Means Committee's respon-
sibility. I urge adoption of the Panetta
amendment.

Mr. FRENZEL. Mr. Chafrman, I
yield 2 minutes to the gentleman from
Texas (Mr. BARmrr).

(Mr. BARTLETI asked and was
given permission to revise and extend
his remarks.)

Mr. BARTLETr. Mr. Chairman, I
want to note that thePanetta amend-
ment purports to remove some of the
extraneous matters that are attached
to this bill. Maybe it does, maybe it
does not. We have not seen it. We do
not know what is in it, but some of the
provisions in labor law is not enough.
The Panetta amendment at most, at
best removes not all of the egregious
labor law changes, not most of them,
or not even the worst of the amend-
ments.

In fact, we know that the Panetta
amendment does not remove the
OSHA minimum fines for nonserlous
violations.

It does not remove the tenfold in-
crease in child labor law violations,
and does not remove the National
Labor Relations Act radical revolu-
tionary restructuring of the entirety
of 60 years of labor law.

The last time that we saw the recon-
ciliation that Is on the floor on labor
law tonight, was 12 years ago in labor
law reform in 1977 and 1978, and it
was unceremoniously rejected by the
House and the Senate in the Carter
administration, and the next time we
see it, it appears in reeconcillation.

'I would suggest that the Panetta
amendment should be removing that
extraneous labor law change. It is a
straight power grab and and it should
not be, in here.

This language that is in the reconcil-
iation bill tonight was Included the
last time in the 1977 Labor Law
Reform bill, resulting in a 19-day fili-
buster in the Senate, six cloture votes
that failed belore it was Iinally with-
drawn. Since that time, these, provi-
sions that are in reconciliation tonight
that the Panetta amendment does not
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remove, these provisions have had no
hearings, no markups, no bills intro-
duced, no allegations that such provi
sions are either desirable or necessary.

At 10:15 yesterday morning the lan-
guage reappeared and was put in the
budget reconciliation and has not been
removed, by the extraneous amend-
ments of tonight.

The House Education and Labor Committee
has included in its portion of budget reconcili-
ation, sweeping change in the National Labor
Relations Act. I urge that these provisions be
deleted.

The National Labor Relations Act provisions
of reconciliation pose as mere remedy in-
creases. In fact, this language was included in
the 1977 labor law reform bill which resulted
in a 19-day filibuster in the Senate and 6 co-
ture votes before ft was finally withdrawn.
Since that time, these provisions have not
once been aired—there have been no hear-
ings, no mark-ups, no bills introduced, no alle-
gations that such provisions are necessary. At
10:15 am. yesterday morning the language
reappeared and was put into budget reconcili-
ation.

The legislation turns 60 years of labor law
on Its head:

First, monetary penalties. The National
Labor Relations act has always been treated
as a remedial statute, not a punitive law. This
legislation for the first time wou'd allow the
NLRA general counsel to assess penalties of
at least $1,000 to $10,000 per employee in
the case of an unfaiT labor practice, with no
dollar cap on the total fine. For 60 years the
NLRA has imposed back pay, reinstatement,
ob!igation to bargain, or double back pay—
compensatory, make-whole relief, never puni-
tive damages.

Second, personal and individual liability. For
the first time, individuals rathr than employers
could be held personally liable for the fines.
For example, each member of a negotiating
team could be penalized up the maximum
amount per employee. Clearly, these provi-
ssons will inhibit employers from engaging in
collective bargaining at all.

Third, guifty until proven innocent. The
NLRA general counsel has always acted as
the prosecutor in unfair labor cases; the NLRB
acts as the adjudicator of the complaint.
Under this new budget reconciliation lan-
guage, the general counsel would charge that
an unfair labor practice has been committed
and then assess the penalties, before the
case is adjudicated

Fourth, inequitable standards for assessing
penalties. The standards for assessing penal-
ties are high'y inequitable. They depend, In
part, on the ability to pay and "other matters
as' justice may require." In Other words, the
deeper the, pocket, the bigger the penalty.
WhIle such a policy would further Congress'
ability 'to generate new revenues, it hard'y
seems just. Instead of looking at the serious-
ness 01 the violation, the Government woutd
look instead at the size of the corporate treas-
ury.

coNctuslo,I
Organized labor would undoubtedly be de-

lighted with enactment of these new revenue
raising amendments 'to the National Labor Re-
lations Act. Management employees would be
so intimidated by the penalties the committee
proposes that organizing employees and ne-
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gotating costly 'abor contracts would be even
easier than that proposed in the Carter admin-
istration's labor law ebrm package that lore
Congress apart in 1978.

Mr. PANETTA. Mr. Chairm&n. I
yield mysel! 1 mInute.

Mr. Chairman, with regard to the
provisions that were just mentioned
by the gentleman from Texas. every
one oX those hivolves savings. The
child 'abor provision provides for $45
miflion In savings over 5 years.

The NLRA civil penalties Involve $96
million In savings over 5 years, and do
the other provisions.

The gentleman may not like the pro-
visions. but the committee reported
that to the Budget Committee and re-
sponded to the reconciliation Instruc-
tion to produce savings, and that Is
what we Included 1n the reconciliation
bill.

Mr. Chairman, I yield 3 minutes to
the distinguished gentleman from Mis-
souri IMr. GEPHARDT), the majority
leader.

Mr. GEPHARDT. Mr. Chairman, 1
thank the gentleman for yielding me
this time.

Mr. Chairman. I urge Members to
vote for this amendment for a variety
of reasons.

First, the attempt here is take out
extraneous provisions, and you have
heard Members who are chagrined
about the taking out of extraneous
provisions.

We took out the OSE proposal from
the Agriculture Committee and the
Banking Committee.

We took the child care bill out of
Education and Labor,, the OSHA crimi-
nal penait!es Just talked about.

We took out fa.dflit.ies loans for low
income high minority schools, the
GSE provisions of the Ways and
Means Committee, a fee from the
Energy and Commerce Committee,
provisions on Bryce Canyon in the In-
terior and Irsular Affairs Committee,
the reauthorization of the BLM pro-
gram, removed some provisions that
had to do with the National Wildlife
Refuge, abine River and on and on, a
number of provisions In the Public
Works and Transportation Committee,
a whole list of provisions that are
there and again the provisions In
Ways and Means on GSE's.

Now, the argument kias been made
here tonight that there have been pro-
visions put In the bill on Medicaid and
Medicare. There Is a good reason for
that. There are a series of cuts in Med-
icare and Medicaid In the budget bill,
in the reconciliation bilL

In the summit, I negotiated an ar-
rargement with Mr. Darman and the
other negotiators that we would have
$4 billion in this bill that would come
from the reimposition of the Social Se-
curity tax on state arid local employ-
ees, which brings in $11 billion, and it
was said that $4 billion of that bill, the
income from the bill, would be used to
cushion the blow of the Medicaid nd
the Medicare cuts.

CONGRESSIONAL RECORD — HOUSE
Because of those agreements, we

asked the Energy and Commerce Com-
mittee to put In their provisions to
cushion the blow of the Medicaid and
the Medicare cuts, and we asked the
Ways and Means Committee to do the
same, and In th1s bill are those provi-
sans from the Ways and Means Cim-
mittee.

So this Is an attempt so that we are
in conference In reconciliation. We
have similar provisions In Medicare
an1 Medicaid, as the Senate does.

The other areas that we feet are ex•
traneous, we tried to put In this bill.
That is the reason we are asking that
those measures be stricken.

So I would urge the Members to vote
for the blU. 1 thInk It Is proper. I think
it will put us In the position that we
need to be in the conference, and I
think it is in concert with what we
have tried to do In this budget summit.

Mr. FRENZEL. Mr. Chairman. I
yield 1 mInute to the distinguished
gentleman from Colorado lMr.
Biowri].

Mr. BROWN of Colorado. Mr. ChaIr-
man, 1 hope this moment will not pass
without this body takIng notice of
what has happened with this bill.

The provisions of the Social Security
bill that were to be considered in the
Ways and Means Committee this
afternoon, were removed from that
committee. They were included in this
provision, and the effect of that trick
has been to deny the Ways and Means
Committee and this body an opportu-
nity to eliminate or ameliorate the
earnings penalty. Senior citizens age
65 to 69 have a cruel, mean-hearted
tax that s imposed on them. Our abili-
ty to ameliorate that, to take that
away, to lessen that tax, has been
denied because of the foolish trick, I
believe, of including the Social Securi-
ty provisions in this bill. That is not
fair. It Is not right.

Occasionally things get so cute I
think they deny common justice, and
that is what has happened in this case.

Mr. FRENZEL. Mr. Chairman, I
yield myself 2 mInutes.

Mr. Chairman, I have to respond to
the statements of the distinguishEd
be'oved Rnd erudite majority leader,
who said that this amendment was
particularly appropriate. One state.
ment be nade was that these Items
came from the committee. They did
not come from the committee. Many
of them have never seen hearings in
the committee. The committee did not
see them. They sprang fufl blown from
the head of Zeuss, as far as we know,
and If Zeuss is Chairman RosTKow-
5K! or subcommittee Chairman SmRK
or Chairman PrrrA, 1 do not know,
and I do not care. They did not come
froni the committee.

Now, secondly, the distinguished ma-
jority leader said that he negotiated
these things in the summit. H did not
negotiate any of these things. There
are dozens of no-cost items in here
that are policy cha.rges that have
nothing to do with the summit. He did
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not negotiate those, and they were
never raised In the summ1t.

Now, this amendment was supposed
to be In the Rules Committee to
remove extraneous provisions. It has
become a 'ehicle for more wanton
spending and for game playing.

CJO3O
1ow, 1 am used to being rolled

around here. I have been In the minor-
ity for 20 years. I know that I cannot
affect policy and that my use around
here as as a steppingstone for ambi-
tious majority Members. And I do not
mind getting c'obbered on policy ques-
tions. And I o not even mind getting
licked by your crummy rules that you
arrange so that we cannot make
amendments and so that our debate Is
limited.

But let me tell you, I reaiiy object to
this kind of duplicitous conduct where
you &ay you are putting an amend.
ment in to take things out and then
you bring an additional $1.9 billion
worth of spending, dozens of items the
committee never held hearings on,
much less had a chance to discuss In-
formaUy.

Mr. Chairman, there is no way this
amendment should pass the House,
and if It does, It will wreak ultimate
disgrace on the process and those who
serve it.

Mr. Chairman, I reserve the balance
of my time.

The CHAIRMAN. The Chair will
note that the gentlenian from Caifor-
nia [Mr. PArIETTA] does not have any
time remaining. What does the gentle-
man from Minnesota [Mr. FRENZEL]
wish to Io with his time?

Mr. FRENZEL. Mr. Chairman. I
yield 2 minutes to the distinguished
genUenian from Pennsy'vania LMr.
WALKER].

Mr. WALKER. Nr. ChaIrman, we
have been interested to hea.r over the
'ast few minutes about the $1.9 billion
in spending that has gotten into the
bill, It was there because it was
sumed In the summit.

WeU, there are several other things
that were assumed In the summit too
that did not make it In. There just
happened to be $3 billion In entitle-
ment cuts that were never reconciled
to any committee arid nothing was
ever done about them.

In other words, when It comes to
spending $1.2 billion, the majority
says that Is assumed in the summit
and so therefore we are going to bring
it to the floor in this kind of a hurry.
up manner. But when It comes to cuts,
when it comes to spending cuts, those
did not even get assigned to any com-
mittee despite the tact that they were
agreed upon by the summit.

Now, that is predsely what we iave
been saying here all day: When it
comes to spending, the Democrats will
waive any ruie n the world, will lie,
cheat, and steal In order to try to get
the measure out here. When it comes
to spending cuts, they will not take
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any action that necessitates mnk4rg
those cuts real. That is exactly what Is
happening here again.

Vote down this crazy amendment.
Mr. FRENZEI. Mr. Chairman, I

yield 1 minute to the distinguished
gentleman from Texas (Mr. Piczixl.

(Mr. PICKLE asked and was given
permission to revise and extend his re-
marks.)

Mr. PICKLE. Mr. Chairman, I am
concerned about the government-spon-
sored enterprises, the GSE's such as
Fannie Mae. Freddie Mac, and Sally
Mae.

The committee chairman has said
his amendment would strip out lan-
guage regarding GSE's in this bifi. I
am told there is one section left.

I want to remind the House that the
activities of these government-spon-
sored enterprises result in both implic-
it and explicit liabilities for the Feder-
al Government

We have over $900 billion In poten-
tial liabilities as a result of the actlvl-
ties of GSE's. All that is left In this
bill, as I see it. Is a vague requirement
that the committees of jurisdiction
will look at this situation. You will
wait till hell freezes over next year
before the Committee on Agriculture,
or the Committee on Education and
Labor, or the Committee on Banking.
Finance and Urban Aff airs report any-
thing worthwhile on GSE's.

I would hope. Mr. Chairman, that
there is some arrangement whereby
meaningful GSE reform will be kept
In the bill. I would like for the com-
mittee to give me the assurance.

Can the gentlemen from California
or Minnesota, members of the commit-
tee, give me that assurance?

PRERXNTIAL MOTIOJI OFFERED ST ML
7RENZ

Mr. FRENZEL. Mr. Chairman, I
offer a preferential motion.

The CHAIRMAN. The Clerk will
report the motion.

The Clerk read as follows:
Mr. FainqzEL moves that the committee do

now rise and report the bill to the House
with the recommendation that the enacting
clause be stricken out.

The CHAIRMAN. The gentleman
from Minnesota [Mr. FaxNzzij is rec-
ognized for 5 minutes.

Mr. FRENZEL. Mr. Chartman. I
yield myself 1 minute.

Mr. Chairman, I have discoursed
enough on this amendment, and I
think It has disrupted whatever
comity at least I thought might have
existed prior to the Introduction of
this amendment

I supported the introduction of this
amendment as it was described In the
Committee on Rules, and it has been
used, I think, to subvert and defile the
process by adding Items that were
never intended by any committee of
this House, never voted on by any
committee of this House. added extra
spending to a bill in which we are tell-
ing the taxpayers of this country that
we are reducing spending, and here we
are bombing some more on them.
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This amendment has made an

abomination out of that process.
Mr. Chairman, I reserve the balance

of my time.
The CHAIRMAN. The Chair would

notify the gentleman front Minnesota
that he must use hIs 5 minutes.

Mr. FRENZEL. Mr. Chairman, I
thank the chairman for his warning.

Mr. Chairman, I yield such time as
she may consume to the gentlewoman
from Connecticut [Mrs. Jcousoisl.

Mrs. JOHNSON of Connecticut Mr.
Chairman, I rise In support of the gen-
tleman's position.

Mr. Chairman, this Nation is gov-
erned by a Constitution. That Consti-
tution provides for three branches of
Government. Our branch of Govern-
ment is made up of representatives of
the people and the way that whole
representative process works is that
we represent the needs of our peo5le
In the committee debate and through
our discussion we come to an under-
standing of what the Impact of
changes In the law will be on our
people, not on our process here, not on
the political ambitions of Individuals,
but on people's lives.

Now, the provisions In these amend-
ments have been discussed In my sub-
committee, In part, in small part, but
they have not been discussed for the
most part

We cannot tell even whether our
urban hospitals are going to be helped
or hurt by some of the things that are
being done, and we cannot tell In these
provisions what their impact will be
specifically on our communities and
the people we represent, and that is
wrong, Mr. Chairman.

Mr. Chairman, I urge support for
the gentleman's motion,

Mr. FRENZEL Mr. Chairman, I
yield such time as he may consume to
the distinguished gentleman from
Texas.

Mr. ARCHER. I thank the gentle-
man for yielding.

Mr. Chairman, I rise In support of
the gentleman from Minnesota's
motion.

Mr. Chairman, It Is very sad to me
that here we are, having gone through
months of deliberation as to how to
reach a budget agreement and here at
the final moment we are presented
with a multipage document of which
there has been no prior explanation.
This is the type of thing that has
gotten us into so much trouble In
years gone by where voluminous docu-
ments hit the floor the last minute
before we are to adjourn or before we
are to do something extremely impor-
taut for this country.

Ithink It Is Unte for us to count to a
legislative 10 and to support the gen-
t]esnan's motion to rise so that we will
have an opportunity to look at this
and to come back In a more thought-
ful way.

But certainly, adding more spending
to a bill that Is already too loaded with
spending Is not the directIon to go.
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Mr. FRENZEL Mr. Chairman, I
yield such time as he may consume to
the distinguished gentleman from Vir-
ginia (Mr. BATKMAI).

Mr. BATEMAN. I thank the gentle-
man for yielding.

Mr. Chairman, like my eolleage
from Minnesota, I vu very disturbed
about what It Is we are undertaking to
do. It represents the worst of that
which is making my constituents and
the people of America very, very con-
cerned about how this Congress oper-
ates.

I am here representing my constitu-
ents and entitled to certain things
whether or not I be In the minority or
the majority. If I am conscientious, if
I work hard, If I want to know that
which is before me and to frame my
votes on their behalf intelligently,
how dare you bring things that I, no
one, no matter how conscientious,
even knows what Is Included in them
or what they are all about?

You do it In a context where this
Government will close down at mid-
night Friday. We played the "break-in-
the-crisis" game again, and that is a
game we can Ill afford to play.

Mr. FRENZEL. Mr. Chairman, I
yield such time as he may consume to
the distinguished gentleman from
California [Mr. PAwz'rrA).

Mr. PANETTA. Mr. Chairman, I
would ask unanimous consent that the
additional Medicare provision from
the Committee on Ways and Means be
stricken from the amendment.

The CHAIRMAN. Is there objection
to the request of the gentleman from
California?

Mr. GRADISON. Mr. Chairman, re-
serving the right to object, which
matter? I want to make sure we do not
get any more games played on us. Is It
the entire package? Let us get down to
pages and titles.

Mr. PANETI'A. What I would do is
move to strike everything after page 2
that Includes from sections 9001 on to
the end of the amendment.

Mr. GRADISON. Further reserving
the right to object, does this include
section 12901?

Mr. PANETI'A. That is correct.
Mr. GRADISON. 12902?
Mr. PANFFA. That is correct.
Mr. GRADISON. 12903, 12904,

12905, 12906, 12907, 12911, 12, 13, 14,
15, 16, 17, 18, 19, 20, 21, 22, 23, 24, as
well as section 12931, 32, 33, and 34?

0 2040
Mr. PANEflA. Mr. Chairman, the

gentleman Is correct Those are the
provisions from the Committee on
Ways and Means.

Mr. GRADISON. Mr. Chairman, fur-
ther reserving the right to object, this
is precisely the unanimous-consent re-
quest that I made a few moments ago
which was objected to by the gentle-
man from California (Mr. STARK).

Mr. Chairman, I withdraw my reser-
vation of objection.
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Mr. FRENZEL Mr. Chairman, re-

serving the right to object, can the
gentleman from California (Mr. PA.
NETTA) tell us what will be left?

Mr. PANETTA. Mr. Chairman, will
the gentleman yield?

Mr. FRENZEL. I yield to the gentle-
man from California.

Mr. PANETFA. Mr. Chairman, what
Would be left then is the base amend-
ments which would strike the 24 items
from the various committees that I In-
dicated before and that the majority
leader also Indicated would be stripped
from the bill.

Mr. FRENZEL OK; so that strikes
subtitle H and all that follows thereaf-
ter.

Mr. PANET1'A. The gentleman from
Minnesota (Mr. FRINZEL] is correct.

Mr. WHIrrEN. Mr. Chairman, will
the gentleman yield?

Mr. FRENZEL. Further reserving,
the right to object, Mr. Chairman, I
yield to the gentleman from Mississip-
pi (Mr. WRITTEN], the distinguished
chairman of the Committee on Appro-
priations.

Mr. WHITI'EN. Mr. Chairman, in
view of the history that we have heard
just now, what are the 24 that are
left? The Members do not know, and
the gentleman has not given us any In-
formation.

Mr. PANETTA. Mr. Chairnan, will
the gentleman yield?

Mr. FRENZEL. I yield to the gentle-
man from California..

Mr. PANETFA. For the Members I
have explained all of the items that
We have stripped from the bills. That
includes the GSE, the Education and
Labor area, and the Public Works
area, and the Merchant Marine and
Fisheries area. All of those are the
areas that would then be stripped
from the bifi. This would be a basic
amendment that would go to the -ex-
traneous Issues in the bill.

Mr. FRENZEL. Mr. Chairman, fur-
ther reserving the right to object, I
yield to the distinguished chairman of
the Committee on Banking, Finance
and Urban Affairs, the gentleman
from Texas (Mr. GONZALEZ].

Mr. GONZALEZ. Mr. Chairman, I
was going to reserve on my own be-
cause, is what the gentleman is asking
for Is to include the stricken provisions
having to do with the GSE's?

Mr. PANETTA. Mr. Chairman, will
the gentleman yield?

Mr. FRENZEL. I yield to the gentle-
man from California.

Mr. PANETTA. Mr. Chairman, the
only thing I am asking that we would
strip are the provisions that were in-
cluded in the amendment of the Com-
mittee on Ways and Means related to
Medicare. Everything else would

- remain. -

Mr. FRENZEL. Mr. Chairman, I ap-
preciate the gesture and intend to vote
for the amendment.

Mr. Chairman, I withdraw my reser-
vation of objection.

Mr. GONZALEZ. Mr. Chairman, I
reserve the right to object.
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Does the gentleman from California

(Mr. PANETTA) means the GSE provi-
sion will remain in the bill?

Mr. PANA. Mr. Chairman, will
the gentleman yield?

Mr. GONZALEZ. I yield to the gen-
tleman from California.

Mr. PANETTA. No, Mr. Chairman,
they wifi be stricken as the amend-
ment provided for. The GSE provi-
sions from the Committee on Ways
and Means, from banking, and curren-
cy and from agriculture wifi be strick-
en under the amendment. The other
provisions will be stricken as we pre-
sented and as we included in the
amendment. The only thing I am
asking to be stripped here is the provi-
sions that came in on Medicare. That
is all.

The CHAIRMAN, Is there objection
to the request of the gentleman from
California (Mr. PAm]?

Mr. PICKLE. Mr. Chairman, I re-
serve the right to object.

Mr. Chairman, I want the assurance
from the gentleman because I am
trying my best to understand. He says
this one section, subtitle B, is still left
in the measure. He has struck out the
OSE with respect to the committeesof
jurisdiction. Essentially what this title
does is simply say that the committee
of jurisdiction should act by next Sep-
tember. We have no assurance that he
can make them act. They are not
going to act unless somehow between
now and the time we finish this bill
they have the chance to—

Mr. PANETI'A. Mr. Chairman, will
the gentleman yield?

Mr. PICKLE. I yield to the gentle-
man from California.

Mr. PANETrA. Mr. Chairman, we
cannot have three or four authorizing
committees coming up with separate
GSE language that treats GSEs differ-
ently. What we need to rely on is the
GSE provisions that are contained in
the budget reforms budget process,
agreed to by the summit, that are con-
tained in the base bifi. That is why we
have stripped out the other GSE bifi.

Mr. PICKLE. Then, Mr. Chairman,
if It is kept in the base bifi, we still
have a chance to get the proper word-
ing in the conference on this—

Mr. PANETTA. The gentleman from
Texas (Mr. Piciui) is correct.

The CHAIRMAN. Is there objection
to the request of the gentleman from
California?

Mr. BATEMAN. Mr. Chairman, re-
serving the right to object, as I under-
stand what has been done by agree-
ment, certain provisions, which were
extraneous and added to the bill, have
been eliminated. There was also a very
Important function that the gentle-
man's motion, as I understood -It, or
amendment, was supposed to perform,
and that was to take out of the bill ex-
traneous things which were in It, in
the agreement and all of the sections
that have been eliminated. Have any
of those provisions been taken out of
the bifi that were orlgtnally In it? Like
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the labor law changes that were men-
tioned?

Mr. PANET1'A. Mr. Chairman, will
the gentleman yield?

Mr. BATEMAN. I yield to the gen-
tleman from California.

Mr. PANEITA. Mr. Chairman, the
same thing we were going to strip pur-
suant to the amendment remain in the
amendment. In other words, we are
going to strip all of the provisions that
I Indicated we would strip with the ex•
ception of the addition of the Medi-
care provision. That is all I am asking
that we take out of the amendment.

Mr. BATEMAN. Mr. Chairman, I ask
the gentleman, "Are you taking out of
the bifi the- provision dealing with
labor law and the making of policy in
that area which is not a part of recon-
ciliation?"

Mr. PANETTA. No.
Mr. BATEMAN. They remain then

in the bill?
Mr. PANETrA. The gentleman from

Virginia (Mr. BATEMAN] is correct be-
cause they provide savings, I might
say to the gentleman.

Mr. BATEMAN. Mr. Chairman, I
will not object, but I cannot let the op-
portunity escape to say that this is a
shoddy way for our business to be
transacted.

Mr. HAWKINS. Mr. Chairman, will
the gentleman yield?

Mr. PANETTA. I have a unanimous-
consent request pending before the
House.

The CHAIRMAN. Is there objection
to the request of the gentleman from
California?

Mr. GRADISON. Mr. Chairman, re-
serving the right to object, I am not
clear with regard to a comment made
by the distinguished chairman of the
Budget Committee, the gentleman
from California (Mr. PANETTA]

Am I correct that all of subtitle H is
to be stricken? There are a number of
other Ways and Means items beyond
the numbers which I read already.

Mr. PANETTA. Mr. Chairman, will
the gentleman yield?

Mr. GRADISON. I yield to the gen-
tleman from California.

Mr. PANETFA. Mr. Chairman, the
gentleman from Ohio (Mr. GIDxsoN]
is correct. It is just the items that I re-
ferred to in the unanimous-consent re-
quest.

Mr. GRADISON. Beginning with
section 12701?

Mr. PANETTA. Nothing is added to
the Ways and Means title.

The CHAIRMAN. Is there objection
to the request of the gentleman from
California?

Mr. HAWKINS. Mr. Chairman, re-
serving the right to object, would the
gentleman from California (Mr. PA-
NTrA) answer a question?

Mr. Chairman, would the gentleman
be clear as to what he is stripping
from his motion and not from the bill?
Let us confine it to child care. What is
the situation again with resnt tn
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child care? Is the gentleman stripping Mr. PANLTrA. Mr. Chairman, I
the bill— renew my unanimousconseut request.

Mr. PANTrA. Mr. Chairman, will The CHAIRMAN. Is there an objec-
the gentleman yield, tlon to the modification?

Mr. HAWKINS. I yield to the a oso
tleman from California.

Mr. PANETFA. Mr. Chairman, with The CHAIRMAN. Is there objection
regard to every other element, Incud- to the modiflcatlon?
Ing the stripping of the child care bill Mr. HAWKINS. Mr. Chairman, I re.
that would remain In u serve the right to object, until I get an
to do that. answer.

Mr. HAWKINS. In the gentleman's The gentleman from California (Mr.
PA1ZTTA1 Is saying It Is stripped fromamendment? reconciliation, the gentleman says it IsMr. PANETFA. The gentleman from in conference. It was In conference.California (Mr. RAwKns] Is COfl'eCL Both houses agreed on It In confer-Mr. HAWKINS. So that in effect the ence. Yet It was not, allowed on theeffect of the amendment then would Rouse side in the conference report.be to eliminate the child care bill that If we are In conference and couldwas submItted to the Committee on vote on the conference report, thatRules. Is that the situation? would settle It. But we are not In thatMr. PANE-rTA. Mr. Chairman, if the position. That Is why we added that ingentleman will continue to yield, the the matter which we submitted to theleadership, has made a commitment COmmittee on Rules. The Committeethat there wifi be a child care bill. On Rules kept it In. The motion of the

There is pending a child care confer- gentleman from California (Mr. PA-
ence. The only concern was having 1TTAI would strike It out.
this added to reconciliation. That If you strike it out, you have strick-
the concern, and that Is why we en it then from consideration, from
stripping It. House consideration completely on the

Mr. HAWKINS. Mr. Chairman, that issue.
Is not my concern. My concern Is that : Mr. PANETFA. Mr. Chairman, will
what the gentleman from California the gentleman yield?
(Mr. PAwsrrA] Is doing is stripping the Mr. HAWKINS. I yield to the gen-
Child Care Program completely from tleman from California.
the package because be says that It IS Mr. SHAW. Mr. Chairman, could we
going to be handled In a separate bill, have regular order? The objection has
The other body has It in the reconclil- nothing to do with the unanimous-
atlon package. That Is going to decide consent request.
what happens to it. Now the gentle- Mr. PANKI'TA. Mr. Chairman, let
man is stripping the bill from the me reply to the gentleman from Call-
package, and so In effect he Is ellml- fornia [Mr. HawliNs], the distin-
nating the House bill which was gulshed chairman of the Committee
passed in the House. on Education and Labor.

Mr. Chairman, does the gentleman The gentleman Is concerned that
from California (Mr. ParrrrA] deny somehow his rights would be lost, If in
that that Is not the situation? fact, on the other sl4e child care was

Mr. PANETTA. Mr. Chairman, again to be Included In the reconciliation
we have passed on the House side the bill
child care bill, both the bill of the gen- My understanding Is that there Is a
tieman from California (Mr. HAw- conference going on, and that the full
siNs], as well as the bill of the Corn- rights of the gentleman from Califor-
mittee on Ways and Means. My under- nia [Mr. IlAwKzIs] In that conference
standing Is that that Is In conference, would be protected, so that he could
that the gentleman is conferencing defend the version passed by the
those Issues, and to add it now as an House, and also that the Committee
additional element to reconciliation we on Ways and Means would also be able
feel does not only involve no savings in to defend the version passed by the
terms of reconciliation, but compit- Committee on Ways and Means.
cates the reconciliation process. Mr. Chairman, we have got conflict-

Mr. OBEY. Mr. Chairman, I demand lug Issues that are in conference now.
regular order. The questions going on We do not feel that reconciliation Is
have nothing to do with the request the palace to fight the battle on child
made by. the gentleman from Califor- care.

_____

nia (Mr. PANEl-tA]. Mr. HAwicmS. Mr. Chairman, re-
The cRAmMAN, Is there an objec- claiming my time, it Is not in confer-

tion to the modification as proposed ence. Members should understand It Is
by the gentleman from California [Mr. not in conference. The only thing per-
PANErTA]? taming to child care Is in reconcilla-

Mr. HAWKINS. Mr. Chairman, I tion on the other side. We have 110th-
object. Ing on this aide with which to go to

Mr. Chairman, win the gentleman conference.
give us an answer? Is he saying that , Mr. SLA'ITERY. Mr. Chainnan, Will
the Issue is going to be handled? the gentleman yield?

The CHAIRMAN. There has been Mr. HAWKINS. I yield to the gen-
an objection. . tleman from Kansas.

Mr. HAWKINS. May I ask again, Mr. 8LA'rrY. Mr. Chairman, the
please? . point I would make is that the unaul-

mous consent request of the gentle-
man from California (Mr. PANETTA]
deals only with the subject of Medi•
care In the Committee on Ways and
Means. It does not In any way affect
the concern of the gentleman from
California (Mr. Hawxiws] with respect
to child care. That Issue Is involved
with the underlying amendments.

So if we a4low the gentleman from
California (Mr. Pa1IrrrA] his unani-
mousoonsent request, then the ques-
tion that the gentleman from Califor-
nia (Mr. HAWKINS] has Is relevant.

Mr. HAWKINS. Reclaiming my
time, It Is relevant with respect to the
way are going to vote.

Mr. SLArraaiY. If the gentleman
will yield further, It Is not relevant on
the unanimous-consent request. It will
be relevant with respect to the under-
lying amendment.

Mr. HAWKINS. Reclaiming my
time, the gentleman is denying the
child care Issue from being In the
package. If I withdraw my reservation,
what assurance 'do I have that child
care will Indeed be considered as has
been said?

Mr. PANETTA. Mr. Chairman, will
the gentleman yield?

Mr. HAWKINS. I yield to the gen-
tleman from California.

Mr. PANETTA. Mr. Chairman, my
understanding from the leadership Is
that the full rights of the gentleman
from California (Mr. Hawrwsl with
regard to the provision that he has
sponsored on child care will be pro-
tected by the leadership.

Mr. HAwiuNS. Reclaiming my
time, even to the extent that the
House will be In a position to name
conferees In reconciliation on this
Issue?

Mr PANETTA. If the gentleman
will yield further, my understanding is
that the full rights of the gentleman
from California (Mr. Hawanis] with
regard to the child care provision, if
the Senate Includes a similar provi-
sion, would be protected in conference.

Mr. HAWKINS. Mr. Chairman, I
withdraw my reservation of objection.

The CHAIRMAN. Is there further
objection to the modification?

Ms. OAKAR. Mr. Chairman, reserv-
ing the right to object, I do not want
to object, but I would like to ask the
gentleman from California (Mr. PA-
IQrrTA], on the provisions of the Com-
mittee on Ways and Means, which Is
one of the reasons that some Members
felt strongly about supporting this
bill, are you striking the Medicare no-
cost provisions, which list everything
from nurse-anesthesia fees to Medigap
standards, and Is the House going to
cut for the second time the maminog-
raphy coverage, which in the fIrst year
cost.s zero, and would save money and
lives?

Mr. PANETI'A. Mr. Chairman, will
the gentlewoman yield?

Ms. OAKAR. I would be delighted to
yield to the gentleman from CalhIr-
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nia. I am going to object If the gentle-
man is.

Mr. PANFA. Mr. Chairman, we
are not striking anything In the base
bill that was added by the Committee
on Ways and Means relative to Medi•
care. We are only striking the addition
that would be provided pursuant to
this amendment.

Ms. OAKAR. Mr. Chairman, re-
claiming my time, I want to call on the
leadership to give me a commitment
that when you fellows, all fellows, go
into conference, because you did this
before in the wee hours 2 years ago, so
do not go "Oh," a lot of people are
dead because we did not have coverage
which saves money and lives in terms
of screening.

I want to know whether this is going
to be in as part of the negotiation. Is it
not time we get a little progressive and
try to do something that is productive
and will save money? I want to know
whether the Medicare Initiatives,
which are excellent, and I want to
commend the Committee on Ways and
Means, it does not even cost a lot.

Mr. Chairman, I am not trying to
give Members an undue hard time, but
I will not stand for this happening
again. I am just telling Members that
Is the way I feel about it.

Mr. GEPHARDT. Mr. Chairman,
will the gentlewoman yield?

Ms. OAKAR. I yield to the gentle-
man from Missouri.

Mr. GEPHARDT. Mr. Chairman, I
would say to the gentlewoman from
Ohio (Ms. OAiR] that we obviously
would like to keep these In the bill.
That is why we asked for $4 billion in
the summit agreement for the cush-
ioning of the blow of the Medicare
cuts. It is my understanding, that
some of the provisions that are provid-
ed in here, are not in conference in the
Senate. I am not exactly clear on
which ones are.

I would say to the gentlewoman,
that we would go to conference with
the Committee on Ways and Means
with the effort to try to find and save
as much as we could to cushion the
blow of the Medicare and Medicaid
cuts.

Ms. OAKAR. Mr. Chairman, re-
claiming my time, I want to ask the
gentleman from Missouri [Mr. GEP-
RARDTI, as I look at some of these in!-
tiatives, some of them cost zero, in-
cluding for the first year mammogra-
phy coverage. I would question some
of the other figures here. There are
other provisions that do not cost any-
thing.

Mr. Chairman, why do we have to
cut that? Why can we not go Into con-
ference with those provisions?

Mr. PANET'rA. Mr. Chairman, will
the gentlewoman yield?

Ms. OAKAR. I will be happy to yield
to the gentleman from California.

Mr. PANTTA. Mr. Chairman, I
think some of these provisions are
going to be included on the finance
side. Obviously they will be subject to
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full conference with regard to the
Medicare provision.

Ms. OAKAR. Mr. Chairman, re•
claiming my time, who will fight for
the provisions I just mentioned? I am
not part of that, and none of the
female Members are in this body.

Mr. PANETI'A. Mr. Chairman, if
the gentlewoman will continue to
yield, I do not think there is any ques-
tion but that the leadership and cer-
tainly I, and I think the committee on
Ways and Means, will fight for the
same goals that the gentlewoman
from Ohio (Mi. OR] has expressed.

The CHAIRMAN. Is there objection
to the modification?

There was no objection.
The CHAIRMAN. Does the gentle-

man from Minnesota [Mr. FRENZELI
still press his preferential motion?

Mr. FRENZEL. Mr. Chairman, was
the unanimous-consent request ap-
proved?

The CHAIRMAN. Yes, it has been.
Mr. FRENZEL Mr. Chairman, I ask

unanimous consent to withdraw my
preferential motion.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Minnesota?

There was no objection.
Mr. FRENZEL. Mr. Chairman, I

yield back all time under my motion
and under the Panetta amendment.

The CHAIRMAN. The question is on
the amendments en bloc, as modified,
offered by the gentleman from Cali-
fornia (Mr. PANETrA].

The amendments en bloc, as modi-
fied, were agreed to.

The CHAIRMAN. Under the rule,
the Committee rises.

0 2100
Accordingly the Committee rose:

and the Speaker pro tempore (Mr.
KIuE] having assumed the chair, Mr.
MAVR0tJLE5, Chairman of the Commit-
tee of the Whole House on the State
of the Union, reported that that Com-
mittee, having had under consider•
ation the bill (HR. 5835) to provide
for reconciliation pursuant to section 4
of the concurrent resolution on the
budget for fiscal year 1991, pursuant
to House Resolution 509, he reported
the bill back to the House with sundry
amendments adopted by the Commit-
tee of the Whole.

The SPEAKER pro tempore. Under
the rule, the previous question is or-
dered.

Is a separate vote demanded on any
amendment? If not, the Chair will put
them en gros.

The amendments were agreed to.
The SPEAKER pro tempore. The

question is on the engrossment and
third reading of the bill.

The bill was ordered to be engrossed
and read a third time, and was read
the third time.

The SPEAKER pro tempore. The
question is on the passage of the bill.

The question was taken; and the
Speaker pro tempore announced that
the noes appeared to have it.

October 16, 1990

Mr. PANETTA. Mr. Speaker, on that
I demand the yeas and nays.

The yeas and nays were ordered.
The vote was taken by electronic

device, and there were—yeas 227, nays
203, not voting 3, as follows:

(Roll No. 4753
YEAS—227

Ackerman Gonzalez Olin
Alexander Gordon Orttz
Anderson Oray Owens (NY)
Andrews Ouailnl Owens (UT
Anthony Hail (OH) PanetLa
Aspin Hpnllton Parker
Atkins Harris Payne (NJ
AuCoin Hatther Payne (vA
Bates Hayes (IL) Pease
Beilenson Hefner Pelosi
Bennett Hoagland Penny
Berman Hochbrueckner Pickle
Boehiert Horton Poshard
Boggs Hoyer Price
Bonlor Huckaby Rahall
Borski Hughes Rangel
Boucher Hutto Ray
Boxer Jacobs Richardson
Brennan Jenkins Roe
Brooks Johnson (SD) Rose
Browder Johnston Rostcnkowski
Brown (CA) Kanjorskt Rowland (GA)
Bruce Kaptur Roy bal
Bryant Kastenmeler Russo
Bustamante Kennedy Sabo
Byron Kennelly Sawyer
Cardin Kildee Scheuer
Carper Kletka Schroeder
Chapman Kostrnayer Schumer
Clarke LaFalce Serrano
Clay Lancaster Sharp
Clement Lantos Slkorsk)
Coleman (TX) Leach (IA) Sisisky
CollIns Lehman (CA) Skaggs
Conte Lehman (FL) Skelton
Conyers Levin (MI) Sattery
Cooper Levine (CA) Slaughter (NY
Costello Lewts (GA) Smith (FL)
Coyne LlpInskI Smith (IA)
Crockett Lloyd Smith (VT)
Darden 1..owey NY) Soiarz
Davis biken. Thomas Spratt
de Ia Garza Manton Staggers
DeFazio Markey Stark
Dellums Martinez Stenhoim
Derrick Matsul Stokes
Dicks Mavrouies Studds
Dingell Maoli Swift
Dixon McCloskey Synar
Donnelly McCurdy Tallon
Dorgan (ND) McDerTnott Tanner
Downey McGrath Taylor
Durbin McHugh Thomas (GA'
Dwyer McMillen (MD) Torres
Dymally McNulty TorrceIII
Early Mfume Towns
Eckart Miller (CA) Traxler
Edward(CA Minela Udall
Engel
Espy

Mink
Moakley

Urisoeld
valenune

Ew&ns Moitnari Vento
FaceU Mollohan vsclosky
Fazio Montgomery volkmer
P'eighan Moody Walgi-en
Fish Morella Washington
Flake Morrison (CT) Watkins
Flippo Mrazek Waxman
Foglietta Murtha Weiss
Ford (MI) Natcher Wheat
Ford (TN) Neal (MA) Whitten
Frank Neal (NC) Wilson
Frost Nelson Wise
Oejdenson Noa1c Wolpe
Oephardt Oakar Wyden
Gibbons Oberstar Yates
Glickman Obey

NAYS—203
Annunzlo Bentley Bunning
Applegate Bereuer Burton
Archer Bevill Caflahan
Armey Bilbry Campbell (CA,
Baker Bilirakis Campbell (CO)
Ballenger Bliley Carr
Barnard Bosco Chandler
Bartlett Broomfield Clinger
Barton Brom (CO) Cobe
Bateman Buechner Coleman (M0
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Conibest Johnsoss (CT)
dlt .IOO(OA)
Ooughlln Jone. (NC)
Courter Jontz
Cox Kasich
Craig Kolbe
Crane Kolter
Dsnnesneyer Kyl
DeI&y Lagomasilno
DeWine Z&ughlth
Dickinson Lth (TX)
Dornsn(CA) Lent
Douglas LewisCA)
Dueler Lewis (FL)
Duncan Ughtfoot
Dyson Uvlngsion
£dwards(OR) Long
Smeruon Lo'wery(CA)

Lukena Donald
Hidreich Machtley
Fawell Madlgan
P'lelds Marlenee
FrereI Martin (IL)

OaUegly MarUn (NY)
OalJo Mccandless
Gaydos McColluxn
OeW McCrery
Geren McDade
OlIlinor McHwen
Oilman McMUlan (NC)
Gingrich Meyers
Ooodllng Miller (OR)
Goes Miller(WA)
Gradison Moorhead
Grandy Morrison (WA)
Orant Murphy
Green Myers
Ounderson Nagle
Ran (TX) Nielson
Rammerathmldt Oxley
Hancock Packard
Hansen Pallone
Rastert Parris
Hawkins Pashayan
Hayes (LA) Patterson
Refley Paxon
Henry Perkins
Herger Petrl
Hertel Ptckett
Hiler Porter
Holloway Pursell
Hopkins Quillen
Houghton Ravenel
Hubbard Regula
Hunter Rhodes
Hyde Ridge
Inhofe RIna]do
Ireland R)tter
James Roberts

Michel

RobinsonRn
Rdhiabacher
Roe1hUnen
Roth
Roukema
Balki8angm
larpeilue
Savage
Saxton
Schaefer
Schiff
Schneider
Schuette
Schuize
Sen.enbrenner
Shaw
Bisays
Shums'ay
8huster
Skeen
Slaughter (VA)
Smith (NE)
Smith (NJ)
Smith (TX)
Smith, Denny

(OR)
Smith. Robert

(NH)
Smith, Robert

(OR)
Snowe
Solomon
Spence

Stangeland

Stump
Sundgulm
Tauke
Tauzin
Thomas (WY)
Tr!kant
Upton
Vander Jagt
Vucanovich
Walker
Walsh
Weber
Weldon
Whittaker
Williams
Wolf
Wylie
Yat.ron
Young )AK)
Young (FL)

Mr. HERO-ER changed his vote from
'yea" to "nay."

Ms. OAKAR, Mrs. SCHROEDER,
Mr. ECKART, and Mr. PAYNE of
New Jersey changed their vote from
"nay" to "yea."

So the bill was passed.
The result of the vote was an-

nounced as above recorded.
A motion to reconsider was laid on

the table.

AUTHORIZING THE CLERK TO
MAKE CORRECTIONS IN EN-
GROSSMENT OF fl.R. 5835, OM-
NIBUS BUDGET RECONCILIA-
TION ACT OF 1990
Mr. PANETTA. Mr. Speaker, I ask

unanimous consent that In the en-
grossment of the bill, H.R. 5835, as
amended, the Clerk be authorized to
correct section numbers, cross-refer-
ences, punctuation, and grammatical
and spelling errors, to correct the title
and table of contents, and to make
such clerical, tehnlcaj. conforming,
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and other changes as may be neces-
sary to reflect the actio of the
House th amending the bill.

The 8PEAKER pro tempore Mr.
Is there objection to the re-

quest of the gentleman from Califor-
nia?

There was no objection.

GENERAL LEAVE
Mr. PANETTA. Mr. Speaker, I ask

unanimous consent that all Members
may have 5 leg1slaIve days In which to
revise and extend their remarks and to
Include extraneous matter on HR.
5835, the bill just passed.

The SPEAKER, Is there objection
to the request of the gentleman for
California,

There was no objection.

NOT VOTING—3
Rowland (Cr) Thomas (CA)
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AN ACT
To provide for reconciliation pursuant to section 4 of the

concurrent resolution on the budget for fiscal year 1991.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 SECTION 1. SHORT TITLE.

4 This Act may be cited as the "Omnibus Budget Recon-

5 ciiation Act of 1990".
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SEC. 2. TABLE OF TITLES

Title 1. I-louse Committee on Agriculture.
Title II. I-louse Committee on Banking, Finance and Urban Affairs.
Title UI. House Committee on Education and Labor.
Title IV. House Committee on Energy and Commerce.
Title V. House Committee on Interior and Insular Affairs.
Title VI. House Committee on the Judiciary.
Title VII. House Committee on Merchant Marine and Fisheries.
Title VIII. House Committee on Post Office and Civil Service.
Title IX. House Committee on Public Works and Transportation.
Title X. House Committee on Science, Space and Technology.
Title XI. House Committee on Veterans Affairs.
Title XII. House Committee on Ways and Means: Spending.
Title XIII. house Committee on Ways and Means: Revenues.
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TITLE IV—COMMITTEE ON

2 ENERGY AND COMMERCE
TABLE OF CONTENTS OF TITLE

Subtitle A—Provisions Relating to Medicare Program and Regulation of

Medicare Supplemental Insurance Policies

PART 1—PROVISIONS RELATING To PART B

SUBPART A—PAYMENT FOR PHYSICIANS' SERVICES

Sec. 4001. Certain overvalued procedures.
Sec. 4002. Radiology services.
Sec. 4003. Anesthesia services.
Sec. 4004. Physician pathology services.
Sec. 4005. Prevailing charges for miscellaneous procedures.
Sec. 4006. Update for physicians' services.
Sec. 4007. New physicians and other new health care practitioners.
Sec. 4008. Technical components of certain diagnostic tests.
Sec. 4009. Reciprocal billing arrangements.
Sec. 4010. Aggregation rule for claims for similar physicians' services.
Sec. 4011. Practicing Physicians Advisory Council.
Sec. 4012. Release of medical review screens and associated screening parameters.

Sec. 4013. Technical corrections.

SUBPART B—PAYMSENT FOR OTHER ITEMS AND SERVICES

Sec. 4021. Hospital outpatient services.
Sec. 4022. Durable medical equipment.
Sec. 4023. Clinical diagnostic laboratory tests.
Sec. 4024. Coverage of nurse practitioners in rural areas.
Sec. 4025. Clarifying coverage of eyeglasses provided with intraocular lenses fol-

lowing cataract surgery.
Sec. 4026. Coverage of injectable drugs for treatment of osteoporosis.

Sec. 4027. Conditions for cataract surgery alternative payment demonstration

project.

SUBPART C—MISCELLAOUS PROVISIONS

Sec. 4031. Medicare carrier notice to State medical boards.
Sec. 4032. Technical and miscellaneous provisions relating to part B.

PART 2—PROVISIONS RELATING To PARTS A ANI) B

SUBPART A—PEER REVIEW ORGANIZATIONS

Sec. 4101. PRO coordination with carriers.
Sec. 4102. Confidentiality of peer review deliberations.
Sec. 4103. Role of peer review organizations in review of hospital transfers.

Sec. 4104. Peer review notice.
Sec. 4105. Notice to State medical boards when adver8e actions taken.
Sec. 4106. Treatment of optometrists and podiatrists.

SUBPART B—OTHER PROVISIONS

Sec. 4121. Extension of secondary payor provisions.
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Sec. 4122. Health maintenance organizations.
Sec. 4123. Demonstration project for providing staff assistants to home dialysis pa-

tients.
Sec. 4124. Extension of reporting dea&ine for Aizheimer's disease demonstration

project.
Sec. 4125. Miscellaneous technical corrections.

PART 3—PB0vISI0NS RELATING To BENEFICIARIES

Sec. 4201. Part B premium.
Sec. 4202. Part B deductible.

PART 4—STANDARDS FOB MEDICARE SUPPLEMENTAL INSURANCE POLICIES

Sec. 4301. Simplification of medicare supplemental policies.
Sec. 4302. Requiring approval of State for sale in the State.
Sec. 4303. Preventing duplication.
Sec. 4304. Loss ratios.
Sec. 4305. Limitations on certain sales commissions.
Sec. 4306. Clarification of treatment of plans offered by health maintenance organi-

zations.
Sec. 4307. Prohibition of certain discriminatory practices.
Sec. 4308. Health insurance advisory service for medicare beneficiaries.
Sec. 4309. Additional enforcement through Public Health Service Act.

Subtitle B—Medicaid Program

PART 1—REDUCTIONS IN SPENDING

Sec. 4401. Reimbursement for prescribed drugs.
Sec. 4402. Requiring medicaid payment of premiums and cost-sharing for enroll-

ment under group health plans where cost-effective.
Sec. 4403. Computer matching and privacy revisions.

PART 2—PBOTECTION OF LOW-INCOME MEDICARE BENEFICIARIES

Sec. 4411. Extending medicaid payment for medicare premiums for certain individ-
uals with income below 125 percent of the official poverty line.

PART 3—In'RovFNTs N CHILD HEALTH

Sec. 4421. Phased-in mandatory coverage of children up to 100 percent of poverty
level.

Sec. 4422. Mandatory continuation of benefits throughout pregnancy or first year of
life.

Sec. 4423. Mandatory use of outreach locations other than welfare offices.
Sec. 4424. Presumptive eligibility.
Sec. 4425. Role in paternity determinations.
Sec. 4426. Report and transition on errors in eligibility determinations.

PART 4—NURSING HOME REFORM PROVISIONS

Sec. 4431. Medicaid nursing home reform.

PART 5—M1SCELLANEOUS PROVISIONS
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STJBPABT A—PAYMENTS

Sec. 4441. State medicaid matching payments through voluntary contributions and
State taxes.

Sec. 4442. Disproportionate share hospitals: counting of inpatient days and treat-
ment of capital passthroughs.

Sec. 4443. Disproportionate share hospitals: alternative State payment adjustments
and systems.

Sec. 4444. Disproportionate share hospitals: minimum payment adjustment for cer-
tain hospitals.

Sec. 4445. Federally-qualified health centers.
Sec. 4446. Hospice payments.
Sec. 4447. Limitations on disallowance of certain inpatient psychiatric hospital

services.
Sec. 4448. Treatment of interest on Indiana disallowance.

STJBPABT B—ELIGIBILITY AND COVERAGE

Sec. 4451. Providing Federal medical assistance for payments for premiums for
"COBRA" continuation coverage where cost effective.

Sec. 4452. Provisions relating to spousal impoverishment.
Sec. 4453. Disregarding German reparation payments from post-eligibility treat-

ment of income under the medicaid program.
Sec. 4454. Amendments relating to medicaid transition provision.
Sec. 4455. Clarifying effect of hospice election.
Sec. 4456. Clarification of application of 133 percent income limit to medically

needy.
Sec. 4457. Codification of coverage of rehabilitation services.
Sec. 4458. Personal care services for Minnesota.

StJBPABT C—REALTH MAINTENANCE ORGANIZATIONS

Sec. 4461. Requirements for risk-sharing health maintenance organizations under
medicaid.

Sec. 4462. Special rules.
Sec. 4463. Extension and expansion of Minnesota prepaid medicaid demonstration

project.
Sec. 4464. Treatment of Dayton Area Health Plan.
Sec. 4465. Treatment of certain county-operated health insuring organizations.

STJBPABT D—DEMONSTRATION PROJECTS AND HOME AND COMMUNITY-BASE!)

WAIVERS

Sec. 4471. Medicaid long-term care insurance demonstration projects.
Sec. 4472. Timely payment under waivers of freedom of choice of hospital services.
Sec. 4473. Home and community-based services waivers.
Sec. 4474. Provisions relating th frail elderly demonstration project waivers.

STJBPABT E—MISCELLANEOUS

Sec. 4481. Medicaid State plans assuring the implementation of a patient's right to
participate in and direct health care decisions affecting the patient.

Sec. 4482. Improvement in quality of physician services.
Sec. 4483. Clarification of authority of Inspecthr General.
Sec. 4484. Notice to State medical boards when adverse actions taken.
Sec. 4485. Miscellaneous provisions.

Subtitle C—Energy and Miscellaneous User Fees
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PART 1—ERay

Sec. 4501. Solar, wind, waste, and geothermal power production incentives.
Sec. 4502. NRC user fees and annual charges.

PART 2—RAILROAD USER FEES

Sec. 4511. Amendments to Federal Railroad Safety Act of 1970.

PART 3—EPA USER FEES

Sec. 4521, Radon testing fees,
Sec. 4532. Motor vehicle compliance program fees.

i Subtitle A—Provisions Relating to
2 Medicare Program and Regulation
3 of Medicare Supplemental Insur-
4 ance Policies
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19 PART 2—PROVISIONS RELATING TO PARTS A AND B
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7 Subpart B—Other Provisions

8 SEC. 4121. EXTENSION OF SECONDARY PAYOR PROVISIONS.

9 (a) EXTENSION OF RENAL DISEASE PERIOD FROM 12

10 TO 18 M0NTHS.—Section 1862(b)(1)(C) of the Socia' Securi-

11 ty Act (42 U.S.C. 1395y(b)(1)(C)) is amended by striking

12 "12-month period" each place it appears and inserting "18-

13 month period".

14 (b) ELIMINATION OF SUNSET FOR TRANSFER OF

15 DATA PROvTSION.—Section 1862(b)(5)(C) of such Act (42

16 U.S.C. 1395y(b)(5)(C)) is amended by striking c'ause (iii).

17 (c) ELIMINATION OF SUNSET ON APPLICATION TO

18 DISABLED BENEFICIARIES.—

19 (1) IN GENERAL.—Section 1862(b)(1)(B) of such

20 Act (42 U.S.C. 1395y(b)(1)€B)) is amended—

21 (A) in clause (i), by striking "(iv)(ll)" and

22 "(iv)W" and inserting "(iii)(ll)" and "(iii)W",

23 respectively,

24 (B) by striking c'ause (iii), and

25 (C) by redesignating clause (iv) as clause (iii).
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1 (2) CooRmcJ AMENDMENTS.—Paragraphs

2 (1), (2), and (3)(B) of section 1837(i) of such Act (42

3 U.S.C. 1395p(i)) and section 1839(b) of such Act (42

4 U.S.C. 1395r(b)) are each amended by striking

5 "1862(b)(1)(B)(iv)" and inserting "1862(b)(1)(B)(iii)".

6 (d) EFFECTIVE DATES.—

7 (1) The amendment made by subsection (a) shall

8 apply to group health plans for plan years beginning on

9 or after January 1, 1991.

10 (2) The amendments made by subsections (b) and

11 (c) shall take effect on the date of the enactment.
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8 Part 3—Provisions Relating to Beneficiaries

9 SEC. 4201. PART B PREMIUM.

10 (a) $1 INCREASE IN PREMIUM FOR 1991.—Notwith-

11 standing any other provision of law, but subject to subsec-

12 tions (b) and (1) of section 1839 of the Social Security Act,

13 the amount of the monthly premium under such section, ap-

14 plicable for individuals enrolled under part B of title XVIII of

15 such title for 1991, shall be increased by $1 above the

16 amount of such premium otherwise determined under section

17 1839(a)(3) of such Act.

18 (b) PREMIUM FOR YEABS 1992 THROUGH 1995.—Sec-

19 tion 1839(e) of the Social Security Act (42 ILS.O. 1395r(e))

20 is amended—

21 (1) in paragraph (1), by inserting "and for each

22 month after December 1991 and prior to January

23 1996" after "January 1991", and

24 (2) in paragraph (2), by striking "1991" and in-

25 serting "1996".
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ii Subtitle B—Medicaid Program
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7 SEC. 4403. COMPUTER MATCHING AND PRIVACY REVISIONS.

8 (a) VERIFICATION REQUIREMENTS.—Subsectjon (p) of

9 section 552a of title 5, United States Code, is amended to

10 read as follows:

11 "(p) VERIFICATION AND OPPORTUNITY TO CONTEST

12 FINDINGS.—(1) In order to protect any individual whose

13 records are used in a matching program, no recipient agency,

14 non-Federal agency, or source agency may suspend, termi-

15 nate, reduce, or make a final denial of any financial assist-

16 ance or payment under a Federal benefit program to such

17 individual, or take other adverse action against such individ-

18 ual, as a result of information produced by such matching

19 program, until—

20 "(A)(i) the agency has independently verified the

21 information; or

22 "(ii) the Data Integrity Board of the agency, or in

23 the case of a non-Federal agency the Data Integrity

24 Board of the source agency, determines in accordance
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1 with guidance issued by the Director of the Office of

2 Management and Budget that—

3 "(I) the information is limited to identifica-

4 tion and amount of benefits paid by the source

5 agency under a Federal benefit program; and

6 "(II) there is a high degree of confidence

7 that the information provided to the recipient

8 agency is accurate;

9 "(B) the individual receives a notice from the

10 agency containing a statement of its findings and in-

11 forming the individual of the opportunity to contest

12 such findings; and

13 "(O)(i) the expiration of any time period estab-

14 lished for the program by statute or regulation for the

15 individual to respond to that notice; or

16 "(ii) in the case of a. program for which no such

17 period is established, the end of the 30-day period be

18 ginning on the date on which notice under subpara-

19 graph (B) is mailed or otherwise provided to the

20 individual.

21 "(2) Independent verification referred to in paragraph

22 (1) requires investigation and confirmation of specific infor-

23 mation relating to an individual that is used as a basis for an

24 adverse action against the individual, including where appli-

25 cable investigation and confirmation of—
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1 "(A) the amount of any asset or income involved;

2 "(B) whether such individual actually has or had

3 access to such asset or income for such individual's

4 own use; and

5 "(C) the period or periods when the individual ac-

6 tually had such asset or income.

7 "(3) Notwithstanding paragraph (1), an agency may

8 take any appropriate action otherwise prohibited by such

9 paragraph if the agency determines that the public healih or

10 public safety may be adversely affected or significantly

11 threatened during any notice period required by such para-

12 graph.".

13 (b) ISSUANCE OF GUIDANCE BY DIRECTOR OF 0MB.—

14 Not later than 90 days after the date of the enactment of this

15 Act, the Director of the Office of Management and Budget

16 shall publish guidance under subsection (p)(1)(A)(ii) of section

17 552a of title 5, United States Code, as amended by this

18 section.

19 (c) LIMITATION ON APPLICATION OF VERIFICATION

20 REQuIREMENT.—Section 552a(p)(1)(A)(ii)(ll) of title 5,

21 United States Code, as amended by subsection (a), shall not

22 apply to a program referred to in paragraph (1), (2), or (4) of

23 section 1137(b) of the Social Security Act (42 U.S.C. 1320b—

24 7), until the earlier of—
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8 PART 2—PROTECTION OF LOW-INCOME MEDICARE

9 BENEFICIARIES

10 SEC. 4411. EXTENDING MEDICAID PAYMENT FOR MEDICARE

11 PREMIUMS FOR CERTAIN INDIVIDUALS WITH

12 INCOME BELOW 125 PERCENT OF THE OFFI-

13 CIAL POVERTY LINE.

14 (a) ENTITLEMENT.—SeCtiOn 1902(a)(1O)(E)(jj) of the

15 Social Security Act (42 U.S.C. 1395b(a)(10)(E)(ii)) is amend-

16 ed by inserting "(I)' before "for qualified" and by inserting

17 before the comma the following: "and (II) subject to section

18 19O5(p)(4), for individuals who would be qualified medicare

19 beneficiaries described in section l9O5(p)(l) but for the fact

20 that their income exceeds the income level established by the

21 State under section 19OS(p)(2) but is less than 125 percent of

22 the official poverty line (referred to in such section) for a

23 family of the size involved".

24 (b) FEDERAL PAYMENT OF FULL COSTS OF ADDITION-

25 AL MEDICAL ASSISTANCE.—The last sentence of section
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1 1905(b) of such Act (42 U.S.C. 1396d(b)) is amended by in-

2 serting before the period at the end the following: "and with

3 respect to amounts expended for medicare cost-sharing de-

4 scribed in subsection (p)(3)(A)(i) for individuals described in

5 section 1902(a)(1OXE)(ii)(II)".

6 (c) APPLICATION IN CERTAIN STATES AND TERRITO-

7 RIES.—.-Section 1905(p)(4) of such Act (42 U.S.C.

8 1396d(p)(4)) is amended—

9 (1) in subparagraph (B), by inserting "or

10 1902(a)(10)(E)(ii)(ll)" after "subparagraph (B)", and

11 (2) by adding at the end the following:

12 "In the case of any State which is providing medical assist-

13 ance to its residents under a waiver granted under section

14 1115, the Secretary shall require the State to meet the re-

15 quirement of section 1902(a)(10)(E) in the same manner as

16 the State would be required to meet such requirement if the

17 State had in effect a plan approved under this title."

18 (d) CONFORMING AMENDMENT.—SectiOn 1843(h) of

19 such Act (42 U.S.C. 1395v(h)) is amended by adding at the

20 end the following new paragraph:

21 "(3) In this subsection, the term 'qualified medicare ben-

22 eficiary' also includes an individual described in section

23 1902(a)(10)(E)(ii)(III).".
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1 (e) DELAY IN COuNTING SocIAi SCURITY COLA IN-

2 CREASES UNTIL NEW POVERTY GUIDELINES PUB-

3 LISHED.—

4 (1) IN GENERAL.—Section 19O5(p) of such Act is

5 amended—

6 (A) in paragraph (1)(B), by inserting ",

7 except as provided in paragraph (2)(D)" after

8 "supplementary social security income program",

9 and

10 (B) by adding at the end of paragraph (2) the

11 following new subparagraph:

12 "(D)(i) In determining under this subsection the income

13 of an individual who is entitled to monthly insurance benefits

14 under title II for a transition month (as defined in clause (ii))

15 ma year, such income shall not include any amounts attrib-

16 utable to an increase in the level of monthly insurance bene-

17 fits payable under such title which have occurred pursuant to

18 section 215(i) for benefits payable for months beginning with

19 December of the previous year.

20 "(ii) For purposes of clause (i), the term 'transition

21 month' means each month in a year through the month fol-

22 lowing the month in which the annual revision of the official

23 poverty line, referred to in subparagraph (A), is published.".
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1 (2) CoroRMINo AMENDMENTS.—Section

2 1902(m) of such Act (42 U.S.C. 1396a(m)) is

3 amended—

4 (A) in paragraph (1)(B), by inserting ",

5 except as provided in paragraph (2)(C)" after

6 "supplemental security income program", and

7 (B) by adding at the end of paragraph (2) the

8 following new subparagraph:

9 "(C) The provisions of section l9OS(p)(2)(D) shall apply

10 to determinations of income under this subsection in the same

11 manner as they apply to determinations of income under sec-

12 tion 1905(p).".

13 (f) EFFECTIVE DATE.—The amendments made by this

14 section shall apply to calendar quarters beginning on or after

15 January 1, 1991, without regard to whether or not regula-

16 tions to implement such amendments are promulgated by

17 such date; except that the amendments made by subsection

18 (d) shall apply to determinations of income for months begin-

19 ning with January 1991.
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TITLE XI—COMMITTEE ON
2 VETERANS' AFFAIRS

TkBLE OF CONTENTS

Subtitle A—Limitation on Compensation, DIC, and Pension

Sec. 11001. Limitation on compensation benefits for certain incompetent veterans.
Sec. 11002. Elimination of presumption of total disability in determination of pen-

sion for certain veterans.
Sec. 11003. Reduction in pension for veterans receiving Medicaid-covered nursing

home care.
Sec. 11004. Ineligibility of remarried surviving spouses or married children for re-

instatement of benefits eligibility upon becoming single.
Sec. 11005. Limitations relating to disability compensation cost-of-living increases.

Subtitle B—Health-Care Benefits

Sec. 11011. Medical-care cost recovery.
Sec. 11012. Copayment for medication.
Sec. 11013. Modification of health-care categories and copayments.

Subtitle C—Education and Employment

Sec. 11021. Limitation of rehabilitation program entitlement to service-disabled
veterans rated at 20 percent or more.

Subtitle D—Housing and Loan Guaranty Assistance

Sec. 11031. Manufactured homes.
Sec. 11032. Loan fee.
Sec. 11033. Mortgage payment assistance to avoid foreclosure of home loans guar-

anteed under title 38.
Sec. 11034. Eligibility.

Subtitle E—Burial and Grave Marker Benefits

Sec. 11041. Headstone or marker allowance.
Sec. 11042. Plot allowance eligibility.

Subtitle F—.-Miscellaneous

Sec. 11051. Use of tax-return information to verify income for purposes of needs-
based benefits and services of the Department of Veterans Affairs.

Sec. 11052. Willfull misconduct in line of duty.
Sec. 11053. Mandatory reporting of social security numbers by benefits claimants

and uses of death information by the Department of Veterans Al-
fairs.
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3 Subtitle F—Miscellaneous
4 SEC. 11051. USE OF TAX RETURN INFORMATION TO VERIFY

5 INCOME FOR PURPOSES OF NEEDS-BASED BEN-

6 EFITS AND SERVICES OF THE DEPARTMENT OF

7 VETERANS AFFAIRS.

8 (a) DIscLosuRE OF TAX INFORMATION TO DVA.—(1)

9 Subparagraph (D) of section 6103(1)(7) of the Internal Reve-

10 nue Code of 1986 (relating to disclosure of return information

11 to Federal, State, and local agencies administering certain

12 programs) is amended—

13 (A) by striking out "and" at the end of clause (vi),

14 (B) by striking out the period at the end of clause

15 (vii) and inserting in lieu thereof "; and", and

16 (C) by adding at the end the following new clause:

17 "(viii)(T) any needs-based pension provided

18 under chapter 15 of title 38, United States Code,

19 or any other law administered by the Secretary of

20 Veterans Affairs;

21 "(II) parents' dependency and indemnity

22 compensation provided under section 415 of title

23 38, United States Code; -
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1 "(III) health-care services furnished under

2 section 610(a)(1)(1), 610(a)(2), 610(b), and

3 612(a)(2)(B) of such title; and

4 "(IV) compensation pursuant to a rating of

5 total disability &warded by reason of inability to

6 secure or follow a substantially gainful occupation

7 as a result of a service-connected disability, or

8 service-connected disabilities, not rated as total

9 (except that, in suth cases, only wage and self-

10 employment information may be disclosed).".

11 (2) The heading of paragraph (7) of section 6103(1) of

12 such Code is amended by striking out "OR THE FOOD STAMP

13 ACT OF 1977" and inserting in lieu thereof ", THE FOOD

14 STAMP ACT OF 1977, OR TITLE 38, UNITED STATES CODE".

15 (b) USE OF INCOME INFORMATION FOB NEEDS-BASED

16 PROGBAMS.—(1) Chapter 53 of title 38, United States Code,

17 is amended by adding at the end the following new section:

18 " 3117. Use of income information from other agencies:

19 notice and verification

20 "(a) The Secretary shall notify each applicant for a ben-

21 efit or service described in subsection (c) of this section that

22 income information furnished by the applicant to the Secre-

23 tary may be compared with information obtained by the Sec-

24 retary from the Secretary of Health and Human Services or
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1 the Secretary of the Treasury under section 6103(I)(7)(D)(viii)

2 of the Internal Revenue Code of 1986.

3 "(b) The Secretary may not, by reason of information

4 obtained from the Secretary of Health and Human Services

5 or the Secretary of the Treasury under section

6 61030)(7)(D)(viii) of the Internal Revenue Code of 1986, ter-

7 minate, deny, suspend, or reduce any benefit or service de-

8 scribed in subsection (c) of this section until the Secretary

9 takes appropriate steps to verify independently information

10 relating to the following:

11 "(1) The amount of the asset or income involved.

12 "(2) Whether such individual actually has (or had)

13 access to such asset or income for the individual's own

14 use.

15 "(3) The period or periods when the individual ac-

16 tually had such asset or income.

17 "(c) The benefits and services described in this subsec-

18 tion are the following:

19 "(1) Needs-based pension benefits provided under

20 chapter 15 of this title or any other law administered

21 by the Secretary.

22 "(2) Parents' dependency and indemnity compen-

23 sation provided under section 415 of this title.
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1 "(3) Health-care services furnished under sections

2 610(a)(1)Q), 610(a)(2), 610(b), and 612(a)(2)(B) of this

3 title.

4 "(4) Compensation pursuant to a rating of total

5 disability awarded by reason of inability to secure or

6 follow a substantially gainful occupation as a result of

7 a service-connected disability, or service-connected dis-

8 abilities, not rated as total.

9 "(d) In the case of compensation described in subsection

10 (c)(4) of this section, the Secretary may independently verify

11 or otherwise act upon wage or self-employment information

12 referred to in subsection (b) of this section only if the Secre-

13 tary finds that the amount and duration of the earnings re-

14 ported in that information clearly indicate that the individual

15 may no longer be qualified for a rating of total disability.

16 "(e) The Secretary shall inform the individual of the

17 findings made by the Secretary on the basis of verified infor-

18 mation under subsection (b) of this section, and shall give the

19 individual an opportunity to contest such findings, in the

20 same manner as applies to other information and findings re-

21 lating to eligibility for the benefit or service involved.

22 "(fl(1) If funds appropriated to the Department of Vet-

23 erans Affairs for general operating expenses for any fiscal

24 year do not include sufficient amounts provided for the pur-

25 pose of carrying out this section during that fiscal year, the
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1 Secretary shall pay the expenses of carrying out this section

2 during that fiscal year (to the extent that such general oper-

3 ating expenses appropriations are insufficient for that pur-

4 pose) from amounts available to the Department for the pay-

5 ment of compensation and pension.

6 "(2) For any fiscal year for which the authority provided

7 by paragraph (1) is used, if a supplemental appropriation law

8 is enacted to provide additional funds to the Department of

9 Veterans Affairs for general operating expenses for that fiscal

10 year which are to be available for the purpose of carrying out

11 this section, such supplemental appropriations for such pur-

12 pose shall (to the extent available) be used to reimburse ap-

13 propriations provided for payment of compensation and pen-

14 sion for any expenses previously charged against such appro-

15 priations for the administration of this section.

16 "(g) The authority of the Secretary to obtain informa-

17 tion from the Secretary of the Treasury or the Secretary of

18 Health and Human Services under section 6103(1)(7)(D)(viii)

19 of the Internal Revenue Code of 1986 expires on Septem-

20 ber 30, 1992.".,

21 (2) The table of sections at the beginning of such chap-

22 ter is amended by adding at the end the following new item:

"3117. Use of income information from other agencies: notice and verification.".

23 (c) NOTICE TO CUBEENT BENEFICIIES.—(1) The

24 •Secretary of Veterans Affairs shall notify individuals who (as

25 of the enactment of this Act) are applicants for or recipients
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1 of the benefits described in subsection (b) (other than para-

2 graph (3)) of section 3117 of title 38, United States Code (as

3 added by subsection (b)), that income information furnished to

4 the Secretary by such applicants and recipients may be corn-

5 pared with information obtained by the Secretary from the

6 Secretary of Health and Human Services or the Secretary of

7 the Treasury under section 6103Q)(7)W)() of the Internal

8 Revenue Code of 1986 (as added by subsection (a)).

9 (2) Notification under paragraph (1) shall be made not

10 later than 90 days after the date of the enactment of this Act.

11 (3) The Secretary of Veterans Affairs may not obtain

12 information from the Secretary of Health and Human Serv-

13 ices or the Secretary of the Treasury under section

14 6lO3(l)(7)W)(vjjj) of the Internal Revenue Code of 1986 (as

15 added by subsection (a)) until such notification under para-

16 graph (1) is made.
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11 SEC. 11053. MANDATORY REPORTING OF SOCIAL SECURITY

12 NUMBERS BY BENEFITS CLAIMANTS AND USES

13 OF DEATH INFORMATION BY THE DEPART-

14 MENT OF VETERANS AFFAIRS.

15 (a) MANDATORY REPORTING OF SOCIAL SEcuinrY

16 NUMBERs.—Section 3001 of title 38, United States Code, is

17 amended by adding at the end the following new subsection:

18 "(c)(1) Any person who applies for or is in receipt of any

19 compensation or pension benefit under laws administered by

20 the Secretary shall, if requested by the Secretary, furnish the

21 Secretary with the social security number of such person and

22 the social security number of any dependent or beneficiary on

23 whose behalf, or based upon whom, such person applies for

24 or is in receipt of any such benefits. A person is not required

25 to furnish the Secretary with a social security number for any
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1 person to whom .a .socil security number has not been

2 assigned.

3 "(2) The Secretary shall deny the application of or ter-

4 minate the payment of compensation or pension to a person

5 who fails to furnish the Secretary with a social security

6 number required to be furnished pursuant to paragraph (1) of

7 this subsection. The Secretary may thereafter reconsider the

8 application or reinstate payment of compensation or pension,

9 as the case may be, if such person furnishes the Secretary

10 with such social security number.".

11 (b) REVIEW OF DEPARTMENT OF HEALTH AND

12 HUMAN SERvIcES DEATH INFORMATION To IDENTIFY

13 DECEASED RECIPIENTS OF COMPENSATION AND PENSION

14 BENEFITS.—(1) Chapter 53 of title 38, United States Code,

15 as amended by section 11051, is further amended by adding

16 at the end the following new section:

17 '1 3118. Review of Department of Health and Human

18 Services death information

19 "(a) The Secretary shall periodically compare Depart-

20 ment of Veterans Affairs information regarding persons to or

21 for whom compensation or pension is being paid with Depart-

22 ment of Health and Human Services death information for

23 the purposes of—

24 "(1) determining whether any such persons are

25 deceased;
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1 "(2) ensuring that such payments to or for any

2 such persons who are deceased are terminated in a

3 timely manner; and

4 "(3) ensuring that collection of overpayments of

5 such benefits resulting from payments after the death

6 of such persons is initiated in a timely manner.

7 "(b) The Department of Health and Human Services

8 death information referred to in subsection (a) of this section

9 is death information available to the Secretary from or

10 through the Secretary of Health and Human Services, in-

11 cluding death information available to the Secretary of

12 Health and Human Services from a State, pursuant to a

13 memorandum of understanding entered into by such

14 Secretaries.".

15 (2) The table of sections at the beginning of such chap-

16 ter is further amended by adding at the end the following:

"3118. Review of Department of Health and Human Services death information.".

17 TITLE XII—COMMITTEE ON WAYS

18 AND MEANS: SPENDING
TABLF OF CONTFNTS OF TITLF

Subtitle A—Provisions Relating to Medicare Part A

Sec. 12001. Reductions in payments for capital-related costs of inpatient hospital
services for fiscal year 1991.

Sec. 12002. Prospective payment hospitals.
Sec. 12003. Expansion of DRO payment window.
Sec. 12004. Payments for direct graduate medical education costs.
Sec. 12005. PPS-exempt hospitals.
Sec. 12006. Freeze in payments under part A through December 31.

Subtitle B—Provisions Relating to Medicare Part B

PART 1—PAYMFNT FOR P1nrsIcIAr's' SRvIcs
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Sec. 12101. Reduction in payihents for overvalued procedures.
Sec. 12102. Payment for radiology services.
Sec. 12103. Anesthesia services.
Sec. 12104. Pathology services.
Sec. 12105. Payments for physicians' services.
Sec. 12106. Treatment of new physicians.
Sec. 12107. Payments for assistants at surgery.
Sec. 12108. Interpretation of electrocardiograms.

PART 2—OTHER ITEMS AND SERVICES

Sec. 12111. Payments for hospital outpatient services.
Sec. 12112. Durable medical equipment.
Sec. 12113. Payments for clinical diagnostic laboratory tests.
Sec. 12114. Reduction in payments under part B during final 2 months of 1990.

Subtitle C—Provisions Relating to Medicare Parts A and B

Sec. 12201. End stage renal disease services.
Sec. 12202. Extension of secondary payor provisions.

Subtitle D—Provisions Relating to Medicare Part B Premium and Deductible

Sec. 12301. Part B premium.
Sec. 12302. Part B deductible.

Subtitle E—User Fees

Sec. 12401. 4-year extension of Customs user fees.
Sec. 12402. 5-year extension of Internal Revenue Service user fees.
Sec. 12403. Increase in PBGC premium rates.
Sec. 12404. Recovery of OASDI overpayments by means of reduction in tax re-

funds.

Subtitle F—Government-Sponsored Enterprises

Sec. 12501. Financial safety and soundness of Government-sponsored enterprises
and Government corporations.

Sec. 12502. Congressional Budget Office study.

Subtitle U—Public Debt Limit

Sec. 12601. Increase in public debt limit.
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1 Subtitle C—Provisions Relating to
2 Medicare Parts A and B
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4 SEC. 12202. EXTENSION OF SECONDARY PAYOR PROVISIONS.

5 (a) IDENTIFICATION OF MEDICABE SECONDABY

6 PAYOR SITUATIONS..—

7 (1) Section 1862(b)(5)(C)(iii) of the Social Security

8 Act (42 U.S.C. l395y(b)(5)(C)(lii)) is amended by strik-

9 ing "September 30, 1991" and inserting "Septem-

10 ber 30, 1995".

11 (2) Section 6103(1)(12)(F) of the Internal Revenue

12 Code of 1986 is amended—

13 (A) in clause (i), by striking "September 30,

14 1991" and inserting "September 30, 1995";

15 (B) in clause (ii)(J), by striking "1990" and

16 inserting "1994"; and

17 (C) in clause (ii)(ll), by striking "1991" and

18 inserting "1995".

19 (b) MEDICABE SECONDABY PAYOB FOR THE Dis-

20 LED.—Section 1862(b)(1)(B)(iii) of such Act (42 U.S.C.

21 l395y(b)(1)(B)(ili)) is amended by striking "January 1, 1992"

22 and inserting "October 1, 1995".

23 (c) EFFECTIVE DATE.—The amendments made by this

24 subsection shall take effect on the date of the enactment and
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1 the amendment made by subsection (a)(2)(B) shall apply to

2 requests made on or after such date.

3 Subtitle D—Provisions Relating to

4 Medicare Part B Premium and De-
s ductible
6 SEC. 12301. PART B PREMIUM.

7 Section 1839(e)(1) of the Social Security Act (42 U.s.c.

8 1395r(e)(1)) is amended—

9 (1) by inserting "(A)" after "(e)(1)", and

10 (2) by adding at the end the following new sub-

11 paragraph:

12 "(B) Notwithstanding the provisions of subsection (a),

13 the monthly premium for each individual enrolled under this

14 part for each month in—

15 "(i) 1991 shall be $29.90,

16 "(ii) 1992 shall be $31.70,

17 "(iii) 1993 shall be $36.50,

18 "(iv) 1994 shall be $41.20, and

19 "(v) 1995 shall be $46.20.".
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1 Subtitle E—User Fees
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18 SEC. 12404. RECOVERY OF OASDI OVERPAYMENTS BY MEANS

19 OF REDUCTION IN TAX REFUNDS.

20 (a) ADDITIONAL METHOD OF RECOvERY.—Sectjon

21 204(a)(1)(A) of the Social Security Act (42 U.s.c.

22 404(a)(1)(A)) is amended by inserting alter "payments to

23 such overpaid person," the following: "or shall obtain recov-

24 ery by means of reduction in tax refunds based on notice to
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1 the, Secretary of the Treasury as permitted under section

2 3720A of title 31, United States Code,".

3 (b) RECOVERY BY MEANS OF REDUCTION IN TAX RE-

4 FUNDS.—Section 3720A of title 31, United States Code (re-

5 lating to collection of debts owed to Federal agencies) is

6 amended—

7 (1) in subsection (a), by striking "OASDI over-

8 payment and";

9 (2) by redesignating subsection (I) as subsection

10 (g); and

11 (3) by inserting the following new subsection after

12 subsection (e):

13 "(0(1) Subsection (a) shall apply with respect to an

14 OASDI overpayment made to any individual only if such in-

15 dividual is not currently entitled to monthly insurance bene-

16 fits under title II of the Social Security Act.

17 "(2)(A) The requirements of subsection (b) shall not be

18 treated as met in the case of the recovery of an OASDI

19 overpayment from any individual under this section unless

20 the notification under subsection (b)(1) describes the condi-

21 tions under which the Secretary of Health and Human Serv-

22 ices is required to waive recovery of an overpayment, as pro-

23 vided under section 204(b) of the Social Security Act.

24 "(B) In any case in which an individual files for a

25 waiver under section 204(b) within the 60-day period re-
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1 ferred to in subsection (b)(2), the Secretary of Health and

2 Human Services shall not certify to the Secretary of the

3 Treasury that the debt is valid under subsection (b)(4) before

4 rendering a decision on the waiver request under section

5 204(b).

6 "(3) In lieu of payment, pursuant to subsection (c), to

7 the Secretary of Health and Human Services of the amount

8 of any reduction under this subsection based on an OASDI

9 overpayment, the Secretary of the Treasury shall deposit

10 such amount in the Federal Old-Age and Survivors Insur-

11 ance Trust Fund or the Federal Disability Insurance Trust

12 Fund, whichever is certified to the Secretary of the Treasury

13 as appropriate by the Secretary of Health and Human

14 Services.".

15 (c) INTERNAL REVENUE CODE PRovIsIoNs.—

16 (1) IN GENERAL.—Subsectjon (d) of section 6402

17 of the Internal Revenue Code of 1986 (relating to

18 collection of debts owed to Federal agencies) is amend-

19 ed—

20 (A) in paragraph (1), by striking "any

21 OASDI overpayment a.nd"; and

22 (B) by striking paragraph (3) and inserting

23 the following new paragraph:

24 "(3) TREATMENT OF OASDI OVERPAYMENTS.—
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1 "(A) REQWREMENTS.—Paragraph (1) shall

2 apply with respect to an OASDI overpayment

3 only if the requirements of paragraphs (1) and (2)

4 of section 3720A(f) of title 31, United States

5 Code, are met with respect to such overpayment.

6 "(B) NOTICE; PROTECTION OF OTHER PER-

7 SONS FILING JOINT RETURN.—

8 "(i) NOTICE.—In the case of a debt

9 consisting of an OASDI overpayment, if the

10 Secretary determines upon receipt of the

11 notice referred to in paragraph (1) that the

12 refund from which the reduction described in

13 paragraph (1)(A) would be made is based

14 upon a joint return, the Secretary shall—

15 "(1) notify each taxpayer filing

16 such joint return that the reduction is

17 being made from a refund based upon

18 such return, and

19 "(II) include in such notification a

20 description of the procedures to be fol-

21 lowed, in the case of a joint return, to

22 protect the share of the refund which

23 may be payable to another person.

24 "(ii) ADJUSTMENTS BASED ON PRO-

25 TECTIONS GIVEN TO OTHER TAXPAYERS ON
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1 JOINT EETURN.—H the other person ffling a

2 joint return with the person owing the

3 OASDI overpayment takes appropriate

4 action to secure his or her proper share of

5 the refund subject to reduction under this

6 subsection, the Secretary shall pay such

7 share to such other person. The Secretary

8 shall deduct the amount of such payment

9 from amounts which are derived from subse-

10 quent reductions in refunds under this sub-

11 section and are payable to a trust fund re-

12 ferred to in subparagraph (0).

13 "(0) DEPOSIT OF AMOUNT OF REDUCTION

14 INTO APPROPRIATE TRUST FUND.—Ifl lieu of

15 payment, pursuant to paragraph (1)(B), of the

16 amount of any reduction under this subsection to

17 the Secretary of Health and Human Services, the

18 Secretary shall deposit such amount in the Feder-

19 al Old-Age and Survivors Insurance Trust Fund

20 or the Federal Disability Insurance Trust Fund,

21 whichever is certified to the Secretary as appro-

22 priate by the Secretary of Health and Human

23 Services.

24 "(1)) OASDI OVERPAYMENT.—FOr purposes

25 of this paragraph, the term 'OASDI overpayment'
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1 means any overpayment of benefits made to an in-

2 dividual under title II of the Social Security

3 Act.".

4 (2) PRESERVATION OF REMEDIES.—Subsection

5 (e) of section 6402 of such Code (relating to review of

6 reductions) is amended in the last sentence by inserting

7 before the period the following: "or any such action

8 against the Secretary of Health and Human Services

9 which is otherwise available with respect to recoveries

10 of overpayments of benefits under section 204 of the

11 Social Security Act".

12 (d) EFFECTIVE DATE.—The amendments made by this

13 section—

14 (1) shall take effect January 1, 1991, and

15 (2) shall not apply to refunds to which the amend-

16 ments made by section 2653 of the Deficit Reduction

17 Act of 1984 (98 Stat. 1153) do not apply.
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1 TITLE XIII—COMMITTEE ON
2 WAYS AND MEANS: REVENUE
3 PROVISIONS
4 SEC. 13001. SHORT TITLE; ETC.

5 (a) SHORT TITLE.—This title may be cited as the

6 "Revenue Reconciliation Act of 1990".

7 (b) AMENDMENT OF 1986 C0DE.—Except as otherwise

8 expressly provided, whenever in this title an amendment or

9 repeal is expressed in terms of an amendment to, or repeal of,

10 a section or other provision, the reference shall be considered

11 to be made to a section or other provision of the Internal

12 Revenue Code of 1986.

13 (c) SECTION 15 NOT To APPLY.—Except as otherwise

14 expressly provided in this title, no amendment made by this

15 title shall be treated as a change in a rate of tax for purposes

16 of section 15 of the Internal Revenue Code of 1986.

17 (d) TABLE OF CONTENTS.—

TITLE XIH—COMMITTEE ON WAYS AND MEANS: REVENUE
PROVISIONS

Sec. 13001. Short title; etc.

Subtitle A—Individual Income Tax Provisions; Luxury Excise T&x

PART I—PRovIsIoNs AFFECTING HIGH-INCOME INDIVIDuALS

Sec. 13101. Elimination of provision reducing marginal tax rate for high-income
taxpayers.

Sec. 13102. Increase in rate of individual alternative minimum tax.
Sec. 13103. Surtax on individuals with incomes over $1,000,000.
Sec. 13104. T&xes on luxury items.
Sec. 13105. Increase in dollar limitation on amount of wages subject to hospital

insurance t&x.

PART U—DELAY OF INDEXING OF INCOME TAx BRACKETS Afl) PERSONAL
EXE!PTIONS
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Sec. 13111. Delay of indexing of income tax brackets and personal exemptions.

PART ifi—PEOVISIONS RELATED TO EARNED Tico TAX CREDIT

Sec. 13121. Increase in earned income tax credit.
Sec. 13122. Simplification of credit.

PART W—C4PITAU GMrS PROVISIONS

STJBPART A—REDUCTION fl CAPITAL GAINS TAX FOR INDIVIDUALS

Sec. 13131. Reduction in capital gains tax for individuals

STJBPART B—DEPRECIATION RECAPTURE

Sec. 13135. Recapture under section 1250 of total amount of depreciation.

Subtitle B—Excise Taxes

Part I—Taxes Related to Health and the Environment

Sec. 13201. Increase in excise taxes on distilled spirits, wine, and beer.
Sec. 13202. Increase in excise taxes on tobacco products.
Sec. 13203. Additional chemicals subject to tax on ozone-depleting chemicals.

Part 11—User-Related Taxes

Sec. 13211. Increase and extension of aviation-related taxes and trust fund; repeal
of reduction in rates.

Sec. 13212. Amendments to gas guzzler tax.
Sec. 13213. Increase in harbor maintenance tax.
Sec. 13214. Extension of Leaking Underground Storage Tank Trust Fund taxes.
Sec. 13215. Floor stocks tax treatment of articles in foreign trade zones.

Subtitle C—Other Revenue Increases

Part I—Insurance Provisions

STJBPART A—PROVISIONS RELATED TO POLICY ACQUISITION COSTS

Sec. 13301. Capitalization of policy acquisition expenses.
Sec. 13302. Treatment of nonlife reserves of life insurance companies.
Sec. 13303. Treatment of life insurance reserves of insurance companies which are

not life insurance companies.

STJBPART B—TREAT?LENT OF SALVAGE RECOVERABLE

Sec. 13305. Treatment of salvage recoverable.

STJBPART C-WAIVER OF ESTIMATED TAX PENALTIES

Sec. 13307. Waiver of estimated tax penalties.

Part 11—Compliance Provisions

Sec. 13311. Suspension of statute of limitations during proceedings to enforce cer-
tain summonses.

Sec. 13312. Accuracy-related penalty to apply to section 482 adjustments.
Sec. 13313. Treatment of persons providing services.
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Sec. 13314. Application of amendments made by section 7403 of Revenue Recon-
ciliation Act of 1989 to taxable years beginning on or before July
10, 1989.

Sec. 13315. Other reporting requirements.
Sec. 13316. Study of section 482.

Part ffl—Employer Reversions

SUBPART A—TREATMENT OP REVERSIONS OP QUALIFIED PLAN ASSETS TO

EMPLOYERS

Sec. 13321. Increase in reversion tax.
Sec. 13322. Additional tax if no replacement plan.
Sec. 13323. Effective date.

SUBPART B—TRANSFERS TO RETIREE HEALTH ACCOUNTS

Sec. 13325. Transfer of excess pension assets to retiree health accounts.
Sec. 13326. Application of ERISA to transfers of excess pension assets to retiree

health accounts.

Part P1—Corporate Provisions

Sec. 13331. Recognition of gain by distributing corporation in certain section 355
transactions.

Sec. 13332. Modifications to regulations issued under section 305(c).
Sec. 13333. Modifications to section 1060.
Sec. 13334. Modification to corporation equity reduction limitations on net operat-

ing loss carrybacks.
Sec. 13335. Issuance of debt or stock in satisfaction of indebtedness.

Part V—Employment Tax Provisions

Sec. 13341. Coverage of certain State and loeal employees under Social Security.
Sec. 13342. Extension of surtax on unemployment tax.
Sec. 13343. Deposits of payroll taxes.

Part VI—Miscellaneous Provisions

Sec. 13351. Special rules where grantor of trust i a foreign person.
Sec. 13352. Return requirement where cash received in trade or business.
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1 Subtitle A—Individual Income Tax
2 Provisions; Luxury Excise Tax
3 PART I—PRO VISIONS AFFECTING HIGH-INCOME

4 INDIVIDUALS
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8 SEC. 13105. INCREASE IN DOLLAR LIMITATION ON AMOUNT OF

9 WAGES SUBJECT TO HOSPITAL INSURANCE

10 TAX.

11 (a) HOSPITAL INSURANCE TAX.—

12 (1) IN GENERAL.—ParagTaPh (1) of section

13 3121(a) is amended—

14 (A) by striking "contribution and benefit base

15 (as determined under section 230 of the Social

16 Security Act)" each place it appears and inserting

17 "applicable contribution base (as determined under

18 subsection (x))", and

19 (B) by striking "such contribution and benefit

20 base" and inserting "such applicable contribution

21 base".

22 (2) APPLICABLE CONTRIBUTION BASE.—Section

23 3121 is a.mended by adding at the end thereof the fol-

24 lowing new subsection:
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1 "(x) APPLICABLE CONTRIBUTION BASE.—FOr pur-

2 poses of this chapter—

3 "(1) OLD-AGE, SURVIVORS, AND DISABILITY IN-

4 SURANCE.—For purposes of the taxes imposed by sec-

5 tions 3101(a) and 3111(a), the applicable contribution

6 base for any calendar year is the contribution and ben-

7 efit base determined under section 230 of the Social

8 Security Act for such calendar year.

9 "(2) HOSPITAL INSURANCE.—For purposes of

10 the taxes imposed by section 3101(b) and 3111(b), the

11 applicable contribution base is—

12 "(A) $100,000 for calendar year 1991, and

13 "(B) for any calendar year after 1991,

14 $100,000 adjusted in the same manner as is used

15 in adjusting the contribution and benefit base

16 under section 230 of the Social Security Act."

17 (b) SELF-EMPLOYMENT T.&x.—

18 (1) IN GENERAL.—Subsectjon (b) of section 1402

19 is amended by striking "the contribution and benefit

20 base (as determined under section 230 of the Social

21 Security Act)" and inserting "the applicable contribu-

22 tion base (as determined under subsection (k))".

23 (2) APPLICABLE CONTRIBUTION BASE.—Section

24 1402 is amended by adding at the end thereof the fol-

25 lowing new subsection:
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1 "(k) APPLICABLE CONTRIBUTION BASE.—FOr pur-

2 poses of this chapter—

3 "(1) OLD-AGE, SURVIVORS, AND DISABILITY IN-

4 SURANCE.—FOr purposes of the tax imposed by sec-

5 tion 1401(a), the applicable contribution base for any

6 calendar year is the contribution and benefit base de-

7 termined under section 230 of the Social Security Act

8 for such calendar year.

9 "(2) HOSPITAL INSURANCE.—For purposes of

10 the tax imposed by section 1401(b), the applicable con-

11 tribut.ion base for any calendar year is the applicable

12 contribution base determined under section 3121(x)(2)

13 for such calendar year."

14 (c) RAILROAD RETIREMENT TAx.—Clause (i) of section

15 323 1(e)(2)(B) is amended to read as follows:

16 "(i) TIER 1 TAXES.—

17 "(1) IN GENERAL.—Except as pro-

18 vided in subclause (II) of this clause and

19 in clause (ii), the term 'applicable base'

20 means for any calendar year the contri-

21 bution and benefit base determined

22 under section 230 of the Social Security

23 Act for such calendar year.

24 "(II) HOSPITAL INSURANCE

25 TAXES.—For purposes of applying so
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1 much of the rate applicable under sec-

2 tion 3201(a) or 322 1(a) (as the case

3 may be) as does not exceed the rate of

4 tax in effect under section 3101(b), and

5 for purposes of applying so much of the

6 rate of tax applicable under section

7 3211(a)(1) as does not exceed the rate
8 of tax in effect under section 1401(b),

9 the term 'applicable base' means for
10 any calendar year the applicable contri-

11 bution base determined under section

12 3121(x)(2) for such calendar year."

13 (d) TECHNICAL AMENDMENTS._

14 (1) Paragraph (3) of section 6413(c) is amended to

15 read as follows:

16 "(3) SEPARATE APPLICATION FOR HOSPITAL IN-

17 STIRANCE TAXES.—In applying this subsection with

18 respect to—

19 "(A) the tax imposed by section 3101(b) (or

20 any amount equivalent to such tax), and

21 "(B) so much of the tax imposed by section

22 3201 as is determined at a rate not greater than
23 the rate in effect under section 3101(b),

24 the applicable contribution base determined under sec-

25 tion 3l21(x)(2) for any calendar year shall be substitut-
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1 ed for 'contribution and benefit base (as determined

2 under section 230 of the Social Security Act)' each

3 place it appears."

4 (2) Sections 3122 and 3125 are each amended by

5 striking "contribution and benefit base limitation" each

6 place it appears and inserting "applicable contribution

7 base limitation".

8 (e) EFFECTIVE DATE.—The amendments made by this

9 section shall apply to 1991 and later calendar years.
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14 PART V—EMPLOYMENT TAX PROVISIONS

15 SEC. 13341. COVERAGE OF CERTAIN STATE AND LOCAL EM-

16 PLOYEES UNDER SOCIAL SECURITY.

17 (a) EMPLOYMENT UNDER OASDI.—Paragraph (7) of

18 section 210(a) of the Socia.1 Security Act. (42 U.S.C.

19 410(a)(7)) is amended—

20 (1) by striking "or" at the end of subparagraph

21 (D);

22 (2) by striking the semicolon at the end of sub-

23 paragraph (IE) and inserting ", or"; and

24 (3) by adding at. the end the following new sub-

25 paragraph:
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1 "(F) service in the employ of a State (other

2 than the District of Columbia, Guam, or Amen-

3 can Samoa), of any political subdivision thereof, or

4 of any instrumentality of any one or more of the

5 foregoing which is wholly owned thereby, by an

6 individual who is not a member of a retirement

7 system (as defined in section 218(b)(4)) of such

8 State, political subdivision, or instrumentality,

9 except that the provisions of this subparagraph

10 shall not be applicable to service performed—

11 "(i) by an individual who is employed to

12 relieve such individual from unemployment;

13 "(ii) in a hospital, home, or other insti-

14 tut.ion by a patient or inmate thereof;

15 "(iii) by any individual as an employee

16 serving on a temporary basis in case of fire,

17 storm, snow, earthquake, flood, or other

18 similar emergency;

19 "(iv) by an election official or election

20 worker if the remuneration paid in a calen-

21 dar year for such service is less than $100;

22 or

23 "(v) by an employee in a position com-

24 pensated solely on a fee basis which is treat-

25 ed pursuant to section 211(c)(2)(E) as a trade
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1 or business for purposes of inclusion of such

2 fees in net earnings from self-employment.

3 (b) EMPLOYMENT UNDER FICA.—Paragraph (7) of

4 section 3121(b) of the Internal Revenue Code of 1986 is

5 amended—

6 (1) by striking "or" at the end of subparagraph

7 (1));

8 (2) by striking the semicolon at the end of sub-

9 paragraph (E) and inserting ", or"; and

10 (3) by adding at the end the following new sub-

11 paragraph:

12 "(F) service in the employ of a State (other

13 than the District of Columbia, Guam, or Amen-

14 can Samoa), of any political subdivision thereof, or

15 of any instrumentality of any one or more of the

16 foregoing which is wholly owned thereby, by an

17 individual who is not a member of a retirement

18 system (as defined in section 218(b)(4) of the

19 Social Security Act) of such State, political subdi-

20 vision, or instrumentality, except that the provi-

21 sions of this subparagraph shall not be applicable

22 to service performed—

23 "(i) by an individual who is employed to

24 relieve such individual from unemployment;
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1 "(ii) in a hospital, home, or other inti-

2 tution by a patient or inmate thereof;

3 "(iii) by any individual as an employee

4 serving on a temporary basis in case of fire,

5 storm, snow, earthquake, flood, or other

6 similar emergency;

7 "(iv) by an election official or election

8 worker if the remuneration paid in a calen-

9 dar year for such service is less than $100;

10 or

11 "(v) by an employee in a position com-

12 pensated solely on a fee basis which is treat-

13 ed pursuant to section 1402(c)(2)(E) as a

14 trade or business for purposes of inclusion of

15 such fees in net earnings from self-employ-

16 ment.

17 (c) MANDATORY EXCLUSION OF CERTAIN EMPLOYEES

18 FROM STATE AGREEMENTS.—SectiOn 218(c)(6) of the

19 Social Security Act (42 U.S.C. 418(c)(6)) is amended—

20 (1) by striking "and" at the end of subparagraph

21 CD);

22 (2) by striking the period at the end of subpara-

23 graph (E) and inserting in lieu thereof ", and"; and

24 (3) by adding at the end the following new sub-

25 paragraph:
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1 "(F) service described in section 210(à)(7)(F)

2 which is included as 'employment' under section

3 210(a).".

4 (d) EFFECTIVE DATE.—The amendments made by this

5 section shall apply with respect to service performed after

6 December 31, 1990.

17 SEC. 13343. DEPOSITS OF PAYROLL TAXES.

18 (a) IN GERA1.—Subsection (g) of section 6302 is

19 amended to read as follows:

20 "(g) DEPOSITS OF SOCIAL SECURITY TAXES AND

21 WITHHELD INCOME TAxES.—If, under regulations pre-

22 scribed by the Secretary, a person is required to make depos-

23 its of taxes imposed by chapters 21 and 24 on the basis of

24 eighth-month periods, such person shall make deposits of

25 such taxes on the 1st banking day after any day on which
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1 such person has $100,000 or more of such taxes for

2 deposit.".

3 (b) TECHNICAL AMENDMENT.—_Paragraph (2) of sec-

4 tion 7632(b) of the Revenue Reconciliation Act of 1989 is

5 hereby repealed.

6 (c) EFFECTIVE DATE.—The amendments made by this

7 section shall apply to amounts required to be deposited after

8 December 31, 1990.
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16 TITLE XIV—BUDGET PROCESS
17 REFORM
18 SEC. 14001. TABLE OF CONTENTS.

TITLE XIV—BUDGET PROCESS REFORM

Sec. 14001, Short title; table of contents.

Subtitle A—Amendments to the Balanced Budget and Emergency Deficit Control
Act of 1985 and Related Amendments

PAST I—AMENDMENTS TO THE BALANCED BUDGET AND EMERGENCY DEFICIT

CONTROL ACT OF 1985

Sec. 14101. Sequestration.

PAST Il—RELATED AMENDMENTS

Sec. 14111, Temporary Amendments to the Congressional Budget Act of 1974.
Sec. 14112. Conforming amendments.
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Subtitle B—Permanent Amendments to the Congressional Budget and
Impoundment Contarol Act of 1974

Sec. 14201. Credit Accounting.

Subtitle C—Social Security

Sec. 14301. Off-budget Status of OASDI Trust Funds.
Sec. 14302. Protection of OASDI Trust Funds.
Sec. 14303. Report to the Congress by the Board of Trustees of the OASDI Trust

Funds Regarding the Actuarial Balance of the Trust Funds.
Sec. 14304. Effective Date.

Subtitle D—Treatment of Fiscal Year 1991 Sequestration

Sec. 14401. Restoration of Funds Sequestered.

Subtitle E—Government-sponsored Enterprises

Sec. 14501. Financial Safety and Soundness of Government-Sponsored Enterprises.

i Subtitle A—Amendments to the Bal-
2 anced Budget and Emergency Defi-
3 cit Control Act of 1985 and Related
4 Amendments
5 PART I—AMENDMENTS TO THE BALANCED BUDGET

6 AND EMERGENCY DEFICIT CONTROL ACT OF

7 1985

8 SEC. 14101. SEQUESTRATION.

9 Part C of the Balanced Budget and Emergency Deficit

10 Control Act of 1985 (2 U.S.C. 901 et seq.) is amended to

11 read as follows:

12 "SEC. 250. TABLE OF CONTENTS; DEFINITIONS.

13 "(a) TABLE OF CONTENTS.—

"Sec. 250. Table of contents; definitions.
"Sec. 251. Enforcing discretionary spending limits.
"Sec. 252. Enforcing pay-as-you-go.
"Sec. 253. Enforcing deficit targets.
"Sec. 254. Reports and orders.
"Sec. 255. Exempt programs and activities.
"Sec. 256. Special rules.
"Sec. 257. The baseline.
"Sec. 258. Suspension in the event of war or low growth.
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"Sec. 259. Modification of presidential order.

1 "(b) DEFINITIONS.—A5 used in this part:

2 "(1) The terms 'budget authority', 'outlays', and

3 'deficit' have the meanings given to such terms in sec-

4 tion 3 of the Congressional Budget and Impoundment

5 Control Act of 1974 (but including the treatment speci-

6 fled in section 257(b)(3) of the Health Insurance Trust

7 Fund) and the terms 'maximum deficit amount' and

8 'discretionary spending limit' shall mean the amounts

9 specified in section 601 of that Act as adjusted under

10 sections 251 and 253 of this Act.

11 "(2) The terms 'sequester' and 'sequestration'

12 refer to or mean the cancellation of budgetary re-

13 sources provided by discretionary appropriations or

14 direct spending law.

15 "(3) The term 'breach' means, for any fiscal year,

16 the amount (if any) by which new budget authority or

17 outlays for that year (within a category of discretionary

18 appropriations) is above that category's discretionary

19 spending limit for new budget authority or outlays for

20 that year, as the case may be.

21 "(4) The term 'category' means:

22 "(A) For fiscal years 1991, 1992, and 1993,

23 any of the following subsets of discretionary ap-

24 propriations: defense, international, or domestic.

25 Discretionary appropriations in the defense cate-
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1 gory shall be those so designated in the joint

2 statement of managers accompanying the confer-

3 ence report on the Omnibus Budget Reconciliation

4 Act of 1990. Discretionary appropriations in the

5 international category shall be those so designated

6 in the joint statement of managers accompanying

7 the conference report on the Omnibus Budget

8 Reconciliation Act of 1990. All other discretion-

9 ary appropriations shall be in the domestic catego-

10 ry. New accounts or activities shall be categorized

11 in accordance with the procedures set forth in

12 section 1104 of title 31, United States Code.

13 Contributions to the United States to offset the cost of

14 operation desert shield are not counted within any

15 category.

16 "(B) For fiscal years 1994 and 1995, all dis-

17 cretionary appropriations.

18 "(5) The term 'baseline' means the projection (de-

19 scribed in section 257) of current-year levels of new

20 budget authority, outlays, receipts, and the surplus or

21 deficit into the budget year and the outyears.

22 "(6) The term 'budgetary resources' means—

23 "(A) with respect to budget year 1991, new

24 budget authority; unobligated balances; new loan

25 guarantee commitments or limitations; new direct
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1 loan obligations, comniitments, or limitations;

2 direct spending authority; and obligation limita-

3 tions; or

4 "(B) with respect to budget year 1992,

5 1993, 1994, or 1995, new budget authority; Un-

6 obligated balances; direct spending authority; and

7 obligation limitations.

8 "(7) The term 'discretionary appropriations'

9 means budgetary resources (except to fund direct-

10 spending programs) provided in appropriation Acts.

11 "(8) The term 'direct spending' means—

12 "(A) budget authority provided by law other

13 than appropriation Acts;

14 "(B) budget authority for mandatory appro-

15 priations; and

16 "(C) the food stamp program.

17 "(9) The term 'current' means, with respect to

18 OMIB estimates included with a budget submission

19 under section 1105(a) of title 31, United States Code,

20 the estimates consistent with the economic and techni-

21 cal assumptions underlying that budget and with re-

22 spect to estimates made after submission of the fiscal

23 year 1992 budget that are not included with a budget

24 submission, estimates consistent with the economic and
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1 technical assumptions underlying the most recently

2 submitted President's budget.

3 "(10) The term 'real economic growth', with re-

4 spect to any fiscal year, means the growth in the gross

5 national product during such fiscal year, adjusted for

6 inflation, consistent with Department of Oommerce

7 definitions.

8 "(11) The sale of an asset means the sale to the

9 public of—

10 "(A) any financial asset sold in fiscal year

11 1991,

12 "(B) any financial asset other than a loan

13 asset sold after fiscal year 1991, or

14 "(C) any physical asset other than one pro-

15 duced on a current basis,

16 except any asset acquired by the Government under an

17 insurance program or as a result of a default under a

18 loan or loan-guarantee program.

19 "(12) The term 'prepayment of a loan' means

20 payments to the United States made in advance of the

21 slowest payment schedule allowed or set by law or

22 contract when the financial asset is first acquired.

23 "(13) The term 'account' means an item for which

24 appropriations are made in any appropriation Act and,

25 for items not provided for in appropriation Acts, such



927

1 term means an item for which there is a designated

2 budget account identification code number in the Presi-

3 dent's budget.

4 "(14) The term 'budget year' means, with respect

5 to a session of Congress, the fiscal year of the Govern-

6 ment that starts on October 1 of the calendar year in

7 which that session begins.

8 "(15) The term 'current year' means, with respect

9 to a budget year, the fiscal year that immediately pre-

10 cedes that budget year.

11 "(16) The term 'outyear' means, with respect to a

12 budget year, any of the fiscal years that follow the

13 budget year through fiscal year 1995.

14 "(17) The term '0MB' means the Director of the

15 Office of Management and Budget.

16 "(18) The term 'CBO' means the Director of the

17 Congressional Budget Office.

18 "SEC. 251. ENFORCING DISCRETIONARY SPENDING LIMITS.

19 "(a) FISCAL YEARS 1991—1995 ENFORCEMENT.—

20 "(1) SEQTJESTRATION.—Within 15 calendar days

21 after Congress adjourns to end a session, there shall be

22 a sequestration to eliminate a budget-year breach, if

23 any, within any category.

24 "(2) ELIMINATING A BREACH.—Each non-

25 exempt account within a category shall be reduced by
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1 a dollar amount calculated by multiplying the enacted

2 level of sequestrable budgetary resources in that ac-

3 count at that time by the uniform percentage necessary

4 to eliminate .a breach within that category; except that

5 the health programs set forth in section 256(e) shall

6 not be reduced by more than 2 percent and the uniform

7 percent applicable to all other programs under this

8 paragraph shall be increased (if necessary) to a level

9 sufficient to eliminate that breach. If, within a catego-

10 ry, the discretionary spending limits for both new

11 budget authority and outlays are breached, the uniform

12 percentage shall be calculated by—

13 "(A) first, calculating the uniform percentage

14 necessary to eliminate the breach in new budget

15 authority, and

16 "(B) second, if any breach in outlays re-

17 mains, increasing the uniform percentage to a

18 level sufficient to eliminate that breach.

19 "(3) MILITARY PERS0NNEL.—If the President

20 uses the authority to exempt any military personnel

21 from sequestration under section 255(h), each account

22 within subfunctional category 051 other than those

23 military personnel accounts for which the authority

24 provided under section 255(h), has been exercised shall

25 be further reduced by a dollar amount calculated by
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1 multiplying the enacted level of non-exempt budgetary

2 resources in that account at that time by the uniform

3 percentage necessary to offset the total dollar amount

4 by which outlays are not reduced in military personnel

5 accounts by reason of the use of such authority.

6 "(4) PABT-YEAB APpROPRIATIONS.—If, on the

7 date specified in paragraph (1), there is in effect an Act

8 making or continuing appropriations for part of a fiscal

9 year for any non-exempt budget account, then—

10 "(A) the enacted amount in that account

11 shall be deemed to be the annualized amount oth-

12 erwise available by law; and

13 "(B) the dollar sequestration calculated for

14 that account under paragraphs (2) and (3) shall be

15 subtracted from—

16 "(i) the annualized amount otherwise

17 available by law in that account under that

18 or a subsequent part-year appropriation; and

19 "(ii) when a full-year appropriation for

20 that account is enacted, from the amount

21 otherwise provided by the full-year appro-

22 - priation.

23 "(5) LooK-BACK.—11, after the date specified in

24 paragraph (1), an appropriation for the fiscal year in

25 progress is enacted that causes a breach within a cate-



930

1 gory for that year (after taking into account any Se-

2 questration of amounts within that category), the dis-

3 cretionary spending limits for that category for the

4 next fiscal year shall be reduced by the amount or

5 amounts of that breach.

6 "(6) OMIB ESTIMATES.—Within 5 calendar days

7 after the enactment of any discretionary appropriations,

8 OM1B shall publish in the Federal Register an estimate

9 of the amount of discretionary new budget authority

10 and outlays for the current year (if any) and the budget

11 year provided by that legislation. 0MB shall use those

12 published estimates for the purposes of this subsection.

13 "(b) ADJUSTMENTS TO DISCRETIONARY SPENDING

14 LIMITS.—(1) When the President submits the budget under

15 section 1105(a) of title 31, United States Code, for budget

16 year 1992, 1993, 1994, or 1995 (except as otherwise mdi-

17 cated), 0MB shall calculate (in the order set forth below),

18 and the budget shall include, adjustments to discretionary

19 spending limits (and those limits as cumulatively adjusted) for

20 the budget year and each outyear through 1995 to reflect the

21 following:

22 "(A) CHANGES IN CONCEPTS AND DEFINT-

23 TIONS.—The adjustments produced by the amendments

24 made by subtitles A and B of title XIV of the Omnibus

25 Budget Reconciliation Act of 1990 or by any other
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1 changes in concepts and definitions shall be the base-

2 line levels of new budget authority and outlays using

3 current concepts and definitions minus those levels

4 using the concepts and definitions in effect before such

5 changes.

6 "(B) CHANGES IN INFLATION.—(i) For a budget

7 submitted for budget year 1992 or 1993, the adjust-

8 ments produced by changes in inflation shall be the

9 levels of discretionary new budget authority and out-

10 lays in the baseline (calculated using current estimates)

11 subtracted from those levels in that baseline recalculat-

12 ed with the baseline inflators multiplied by the inflation

13 adjustment factor computed under clause (ii).

14 "(ii) For a budget year the inflation adjustment

15 factor shall be the ratio between the level of cumula-

16 tive inflation measured for the fiscal year most recently

17 completed and the applicable estimated level for that

18 year set forth below:

19 "For 1990, 130.3.

20 "For 1991, 137.1.

21 "For 1992, 142.7.

22 "For 1993, 147.4.

23 Cumulative inflation shall be measured by the index of

24 the fiscal year average of the estimated gross national

HR 5835 RDS 30
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1 product implicit price deflator, with the calendar year

2 1989 index equal to 100.0.

3 "(C) CREDIT REESTIMATES.—For a budget sub-

4 mitted for budget year 1993 or 1994, the adjustments

5 produced by reestimates to costs of Federal credit pro-

6 grams shall be, for any such program, a current esti-

7 mate of new budget authority and outlays associated

8 with a baseline projection of the prior year's gross loan

9 level for that program minus the baseline projection of

10 the prior year's new budget authority and associated

11 outlays for that program.

12 "(2) When 0M13 submits a sequestration report under

13 section 254(e) for fiscal year 1991, 1992, 1993, 1994, or

14 1995 (except as otherwise indicated), 0MB shall calculate (in

15 the order set forth below), and the sequestration report and

16 subsequent budgets submitted by the President under section

17 1105(a) of title 31, United States Code, shall include, adjust-

18 ments to discretionary spending limits (and those limits as

19 adjusted) for the fiscal year and each succeeding year through

20 1995, as follows:

21 "(A) IRS FUNDING.—To the extent that appro-

22 priations requested by the President are enacted that

23 provide additional new budget authority, or result in ad-

24 ditional outlays (as compared to the summer 1990

25 CYBO baseline) for the Internal Revenue Service corn-
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1 pliance initiative in any fiscal year, the adjustments for

2 that year shall be those amounts, but shall not exceed

3 the amounts set forth below:

4 "For fiscal year 1991, $191,000,000 in new

5 budget authority and $183,000,000 in outlays.

6 "For fiscal year 1992, $172,000,000 in new

7 budget authority and $169,000,000 in outlays.

8 "For fiscal year 1993, $183,000,000 in new

9 budget authority and $179,000,000 in outlays.

10 "For fiscal year 1994, $187,000,000 in new

11 budget authority and $183,000,000 in outlays.

12 "For fiscal year 1995, $188,000,000 in new

13 budget authority and $184,000,000 in outlays.

14 "(B) DEBT FORGIVENESS.—If in calendar year

15 1990 or 1991 an appropriation is enacted that provides

16 debt relief proposed by the President and approved by

17 the Congress, the adjustments shall be the estimated

18 costs of that forgiveness, but shall not exceed the

19 amounts set forth below:

20 "For fiscal year 1991, $157,000,000 in new

21 budget authority and $207,000,000 in outlays.

22 "For fiscal year 1992, $177,000,000 in new

23 budget authority and $294,000,000 in outlays.

24 "For fiscal year 1993, $205,000,000 in new

25 budget authority and $361,000,000 in outlays.
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1 "For fiscal year 1994, $246,000,000 in new

2 budget authority and $446,000,000 in outlays.

3 "For fiscal year 1995, $300,000,000 in new

4 budget authority and $522,000,000 in outlays.

5 "(0) IMIF FUNDING.—If, for fiscal year 1992,

6 1993, 1994, or 1995, an appropriation is enacted that

7 provides amounts for a quota increase to the Interna-

8 tional Monetary Fund, the adjustment shall be the

9 amount provided.

10 "(D) EMERGENCY APPROPRIATIONS.—If, for

11 fiscal year 1991, 1992, 1993, 1994, or 1995, appro-

12 priations are enacted that the President determines are

13 for emergency purposes, the adjustment shall be the

14 total of such appropriations determined to be for emer-

15 gency purposes and the outlays flowing in all years

16 from such appropriations.

17 "(E) SPECIAL ALLOWANCE FOR NEW BUDGET

18 AUTHORITY.—If, for fiscal year 1991, 1992, or 1993,

19 the amount 'of discretionary new budget authority pro-

20 vided in appropriation Acts exceeds the discretionary

21 spending limit on new budget authority for any catego-

22 ry for a fiscal year, the adjustment is the amount of

23 the excess, but not to exceed 0.2 percent of the sum of

24 the adjusted discretionary spending limits on new

25 budget authority for all categories for that year. How-
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1 ever, the sum of special allowance adjustments in all

2 categories for that year shall not exceed 0.4 percent of

3 the sum of the limits on new budget authority for all

4 categories for that year. Adjustments that would exist

5 but for the preceding sentence shall be reduced by the

6 uniform percentage necessary to comply with that sen-

7 tence.

8 "(F) SPECIAL OUTLAY ALLOWANCE.—If in any

9 fiscal year except 1991 outlays for a category exceed

10 the discretionary spending limit for that category but

11 new budget authority does not exceed its limit for that

12 category (after application of the first step of a seques-

13 tration described in subsection (a)(2), if necessary), the

14 adjustment is the amount of the excess, but not to

15 exceed $2,500,000,000 in the defense category,

16 $1,500,000,000 in the international category, or

17 $2,500,000,000 in the domestic category (as applica-

18 ble) in fiscal year 1992 or 1998, and not to exceed

19 $6,500,000,000 in fiscal year 1994 or 1995.

20 "(c) APPLICABILITY OF ADJuSTED LIMITS.—Discre-

21 tionary spending limits as adjusted by this section shall be

22 considered to be the applicable limits for all purposes of this

23 Act.
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1 "SEC. 252. ENFORCING PAY-AS-YOU-GO.

2 "(a) FISCAL YEARS 1992-1995 ENFORCEMENT.—The

3 purpose of this section is to assure that any legislation (en-

4 acted after the date of enactment of this section) affecting

5 direct spending or receipts that increases the deficit in any

6 fiscal year covered by this Act will trigger an offsetting

7 sequestration.

8 "(b) SEQUESTRATION; LOOK-BACK.—On October 15 of

9 each fiscal year, there shall be a sequestration to offset the

10 amount of any net deficit increase in that fiscal year and the

11 prior fiscal year caused by all direct spending and receipts

12 legislation enacted after the date of enactment of this section

13 (after adjusting for any sequestration of direct spending ac-

14 counts in a prior year). 0MB shall calculate the amount of

15 deficit increase, if any, in those fiscal years by adding—

16 "(1) all estimates of direct spending and receipts

17 legislation published under subsection (e) applicable to

18 those fiscal years, except that any amounts included in

19 such estimates resulting from full funding of, and con-

20 tinuation of, deposit insurance law in effect on the date

21 of enactment of this section shall not be included in the

22 addition; and

23 "(2) the estimated amount of savings in direct

24 spending programs applicable to those fiscal years re-

25 suiting from the prior year's sequestration under this
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1 section or section 253, if any, as published in OMB's

2 October 15 sequestration report for that year.

3 "(c) ELIMINATING A DEFICIT INCREASE.—(1) The

4 first $5,000,000,000 required to be sequestered in a fiscal

5 year under subsection (a) shall be obtained from non-exempt

6 direct spending accounts. Half of any remaining amounts re-

7 quired to be sequestered in that fiscal year, if any, shall be

8 obtained from such accounts and half from' non-exempt dis-

9 cretionary appropriation accounts.

10 "(2) Actions to reduce direct spending accounts shall be

11 taken in the following order:

12 "(A) FIRsT.—All reductions in automatic spend-

13 ing increases specified in section 256(a) shall be made.

14 "(B) SECOND.—If additional reductions in direct

15 spending accounts are required to be made, the maxi-

16 mum reductions permissible under sections 256(b)

17 (guaranteed student loans) and 256(c) (foster care and

18 adoption assistance) shall be made.

19 "(C) THraD.—If additional reductions in direct

20 spending accounts are required to be made, each re-

21 maining non-exempt direct spending account shall be

22 reduced by the uniform percentage necessary to make

23 the reductions in direct spending required by paragraph

24 (1); except that the medicare programs specified in sec-

25 tion 256(d) shall not be reduced by more than 4 per-
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1 cent and the uniform percentage applicable to. all other

2 direct spending programs under this paragraph shall be

3 increased (if necessary) to a level sufficient to achieve

4 the required reduction in direct spending.

5 "(3) Each non-exempt discretionary appropriation ac-

6 count shall be reduced by the uniformpercentage necessary

7 to make the reductions in discretionary appropriations re-

8 quired by paragraph (1); except that the health programs set

9 forth in section 256(e) shall not be reduced by more than 2

10 percent and the uniform percent applicable to all other pro-

11 grams under this paragraph shall be increased (if necessary)

12 to a level sufficient to eliminate that breach; except that ad-

13 justments shall be made if any military personnel are exempt

14 under the procedure set forth in section 251(a)(3).

15 "(4) For purposes of this subsection, accounts shall be

16 assumed to be at the level in the baseline.

17 "(d) PART-YEAR APPR0PRIATI0Ns.—If, on October

18 15, there is in effect an Act making or continuing appropria-

19 tions for part of a fiscal year for any non-exempt budget ac-

20 count, then the dollar sequestration calculated for that ac-

21 count under subsection (c) shall be subtracted from—

22 "(1) the annualized amount otherwise available by

23 law in that account under that or a subsequent part-

24 year appropriation; and



939

1 "(2) when a full-year appropriation for that ac-

2 count is enacted, from the amount otherwise provided

3 by the full-year appropriation; except that the amount

4 to be subtracted from that account shall be reduced

5 (but not below zero) by the savings achieved by that

6 appropriation when the enacted amount is less than the

7 baseline for that account.

8 "(e) 0MB ESTIMATES.—Within 15 calendar days after

9 the enactment of any direct spending or receipts legislation

10 enacted after the date of enactment of this section, OMIB

11 shall publish in the Federal Register an estimate of the

12 amount of change in outlays or receipts, as the case may be,

13 in each fiscal year through fiscal year 1995 resulting from

14 that legislation. Those estimates shall be made using current

15 economic and technical assumptions.

16 "SEC. 253. ENFORCING DEFICIT TARGETS.

17 "(a) SEQTJESTRATION.—On October 15 of each fiscal

18 year, after any sequestration required by section 252 (pay-as-

19 you-go), there shall be a sequestration to eliminate the excess

20 deficit (if any remains) if it exceeds the margin. The excess

21 deficit is the amount, if any, by which the estimated deficit

22 for the budget year exceeds the maximum deficit amount for

23 that year minus the deposit insurance reestimate for that

24 year, if any, calculated under subsection (h).

25 "(b) ESTIMATED DEFIcIT; MARGIN.—
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1 "(1) ESTIMATED DEFICIT.—The estimated deficit

2 for the budget year is the baseline deficit for that year

3 on the applicable snapshot date minus any reductions

4 required to be made under section 252, except that for

5 purposes of estimating the deficit, outlays for discre-

6 tionary appropriations shall be assumed to be at the

7 discretionary spending limits set forth in the most

8 recent President's budget submitted under section

9 1105(a) of title 31, United States Code, for that year,

10 rather than at baseline levels.

11 "(2) M.BoDT.—The 'margin' for fiscal year 1994

12 or 1995 is $15,000,000,000 minus any outlay adjust-

13 ments for that year under section 251(b)(2)(A)(ii).

14 "(c) Drvirnio THE SEQUESTRATION.—TO eliminate

15 the excess deficit in a budget year, half of the required outlay

16 reductions shall be obtained from non-exempt defense ac-

17 counts (accounts designated as function 050 in the Presi-

18 dent's fiscal year 1991 budget submission) and half from non-

19 exempt, non-defense accounts (all other non-exempt ac-

20 counts).

21 "(d) DEFENSE.—Each non-exempt defense account

22 shall be reduced by a dollar amount calculated by multiplying

23 the baseline level of sequestrable budgetary resources in that

24 account at that time by the uniform percentage necessary to

25 carry out subsection (c)(2), except that adjustments shall be
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1 made if any military personnel are exempt under the proce-

2 dure set forth in section 251(a)(3).

3 "(e) NON-DEFENSE.—ACtiOnS to reduce non-defense

4 accounts shall be taken in the following order:

5 "(1) FIBST.—A1l reductions in automatic spend-

6 ing increases under section 256(a) shall be made.

7 "(2) SEC0Nm—If additional reductions in non-de-

8 fense accounts are required to be made, the maximum

9 reduction permissible under sections 256(b) (guaranteed

10 student loans) and 256(c) (foster care and adoption as-

11 sistance) shall be made.

12 "(3) THIBD.—If additional reductions in non-de-

13 fense accounts are required to be made, each remaining

14 non-exempt, non-defense account shall be reduced by

15 the uniform percentage necessary to make the reduc-

16 tions in non-defense outlays required by subsection

17 (c)(2), except that—

18 "(A) the medicare program specified in see-

19 tion 256(d) shall not be reduced by more than 2

20 percent in total including any reduction of less

21 than 2 percent made under section 252 or, if it

22 has been reduced by 2 percent or more under sec-

23 tion 252, it may not be further reduced under this

24 section; and
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1 "(B) the health programs set forth in section

2 256(e) shall not be reduced by more than 2 per-

3 cent in total (including any reduction made under

4 section 252),

5 and the uniform percent applicable to all other pro-

6 grams under this subsection shall be increased (if nec-

7 essary) to a level sufficient to achieve the required re-

8 duction in non-defense outlays.

9 "U) BASELINE AssuMPTIoNS; PART-YEAR Appio-

10 PRIATIONS.—

11 "(1) BUDGET ASSUMPTIONS.—For purposes of

12 subsections (c), (d), and (e), accounts shall be assumed

13 to be at the level in the baseline.

14 "(2) PART-YEAR APPROFRIATION5.—If, on Octo-

15 ber 15, there is in effect an Act making or continuing

16 appropriations for part of a fiscal year for any non-

17 exempt budget account, then the dollar sequestration

18 calculated for that account under subsection (d) or (e),

19 as applicable, shall be subtracted from—

20 "(A) the annualized amount otherwise avail-

21 able by law in that account under that or a subse-

22 quent part-year appropriation; and

23 "(B) when a full-year appropriation for that

24 account is enacted, from the amount otherwise

25 provided by the full-year appropriation; except
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1 that the amoimt to be sequestered from that ac-

2 coimt shall be reduced (but not below zero) by the

3 savings achieved by that appropriation when the

4 enacted amoimt is less than the baseline for that

5 accoimt.

6 "(g) ADJUSTMENTS TO MAXIMTJM DEFICIT

7 AMOUNTS.—

8 "(1) ADJUSTMENTS.—

9 "(A) When the President submits the budget

10 for fiscal year 1992, the maximum deficit amounts

11 for fiscal years 1992, 1993, 1994, and 1995 shall

12 be adjusted to reflect up-to-date reestimates of

13 economic and technical assumptions and any

14 changes in concepts or definitions. When the

15 'President submits the budget for fiscal year 1993,

16 the maximum deficit amounts for fiscal years

17 1993, 1994, and 1995 shall be further adjusted to

18 reflect up-to-date reestimates of economic and

19 technical assumptions and any changes in con-

20 cepts or definitions.

21 "(B) When submitting the budget for fiscal

22 year 1994, the President may choose to adjust

23 the maximum deficit amoimts for fiscal years

24 1994 and 1995 to reflect up-to-date reestimates

25 of economic and technical assumptions and any
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1 changes in concepts or definitions. If the Presi-

2 dent chooses to adjust the maximum deficit

3 amount when submitting the fiscal year 1994

4 budget, the President may choose to invoke the

5 same adjustment procedure when submitting the

6 budget for fiscal year 1995. In each case, the

7 President must choose between making no adjust-

8 ment or the full adjustment described in para-

9 graph (2). If the President chooses to make that

10 full adjustment, then those procedures for adjust-

11 ing discretionary spending limits described in sec-

12 tions 251(b)(1)(B), 251(b)(1)(C), and 251(b)(2)(E),

13 otherwise applicable through fiscal year 1993 or

14 1994 (as the case may be), shall be deemed

15 to apply for fiscal year 1994 (and 1995 if

16 applicable).

17 Each adjustment shall be made by increasing or de-

18 creasing the maxiumum deficit amounts set forth in

19 section 601 of the Congressional Budget Act of 1974.

20 "(2) CALCULATIONS OF ADJUSTMENTS.—The re-

21 quired increase or decrease shall be calculated as fol-

22 lows:

23 "(A) The baseline deficit or surplus shall be

24 calculated using up-to-date economic and techni-

25 cal assumptions, using current concepts and defi-
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1 nitions, and for the levels of discretionary appro-

2 priations, using the discretionary spending limits

3 set forth in section• 801 of the Congressional

4 Budget Act of 1974 as adjusted under section

5 251.

6 "(B) The net deficit increase or decrease

7 caused by all direct spending and receipts legisla-

8 tion enacted after the date of enactment of this

9 section (after adjusting for any sequestration of

10 direct spending accounts) shall be calculated for

11 each fiscal year by adding—

12 "(i) the estimates of direct spending and

13 receipts legislation published under section

14 252(e) applicable to each such fiscal year;

15 and

16 "(ii) the estimated amount of savings in

17 direct spending programs applicable to each

18 such fiscal year resulting from the prior

19 year's sequestration under this section or

20 section 252 of direct spending, if any, as

21 published in OMIB's final sequestration report

22 for that year.

23 "(C) The amount calculated under subpara-

24 graph (B) shall be subtracted from the amount

25 calculated under subparagraph (A).
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1 "(D) The maximum deficit .amo:unt set forth

2 in section 601 of the Congressional Budget Act of

3 1974 shall be subtracted from the amount calcu-

4 lated under subparagraph (C).

5 "(E) The amount calculated under subpara-

6 graph' (D) shall be the amount of the adjustment

7 required by paragraph (1).

8 "(h) TREATMENT OF DEPOSIT INSUBANCE.—

9 "(1) INITIAl ESTIMATES.—The initial estimates

10 of the net costs offederal deposit insurance (assuming

11 full funding of, and continuation of, existing law) are

12 as follows:

13 "For fiscal year 1992, $77,700,000,000.

14 "For fiscal year 1993, $18,800,000,000.

15 "For fiscal year 1994, —$54,200,000,000.

16 "For fiscal year 1995, —$45,300,000,000.

17 "(2) REESTIMATES.—FOr any fiscal year, the

18 amount of •the reestimate of deposit insurance costs

19 shall be calculated by subtracting the amount set forth

20 in paragraph (1) for that year from the current esti-

21 mate of deposit insurance costs (but assuming full fund-

22 ing of, and continuation of, deposit insurance law in

23 effect on the date of enactment of this section).
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1 "SEC. 254. REPORTS AND ORDERS.

2 "(a) TIMETABLE.—The timetable with respect to this

3 part for any budget year is as follows:

"On or before: Action to be completed:
First Monday in February Lock in 0MB estimating assumptions.
August 15 hitial snapshot.
August 20 Sequester preview report.
Latest possible date before October 15 Final snapshot.
October 15 Pay-as-you-go and deficit sequester re-

ports; Presidential order.
Within 15 days after end of session Discretionary sequester reports; Presi-

dential order.
30 days later GAO compliance report.

4 If any date specified in this section falls on a Sunday or legal

5 holiday, then the requirements for that date shall be consid-

6 ered to fall on the following day.

7 "(b) PAY-AS-YOU-GO AND DEFICIT SEQUESTRATION

8 PREVIEW REPORTS.—

9 "(1) REPORTING REQUIREMENT.—On the date

10 specified in subsection (a), 0MB and CBO shall each

11 issue a preview report regarding pay-as-you-go and

12 deficit sequestration to the President and the Congress

13 based on laws enacted through the initial snapshot

14 date.

15 "(2) PAY-AS-YOU-GO SEQUESTRATION PRE-

16 vIEW.—The reports referred to in paragraph (1) shall

17 set forth, for the current year and the budget year, es-

18 timates for each of the following:
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1 "(A) The amount of net deficit increase or

2 decrease, if any, calculated under subsection

3 252(b).

4 "(B) A list identifying each law enacted after

5 the date of enactment of this section included in

6 the calculation of the amount of deficit increase

7 and specifying the budgetary effect of each such

8 law.

9 "(C) The sequestration percentage or (if the

10 required sequestration percentage is greater than

11 the maximum allowable percentage for medicare)

12 percentages necessary to eliminate a deficit in-

13 crease under section 252(c).

14 "(3) DEFIcIT SEQUESTRATION pREvIEw.—The

15 reports referred to in paragraph (1) shall set forth for

16 the budget year estimates for each of the following:

17 "(A) The maximum deficit amount, the esti-

18 mated deficit calculated under section 253(b), the

19 excess deficit, and the margin.

20 "(B) The reductions required under section

21 252, the excess deficit remaining after those re-

22 ductions have been made, and the reductions re-

23 quired from defense accounts and the reductions

24 required from non-defense accounts.
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1 "(C) The sequestration percentage necessary

2 to achieve the required reduction in defense ac-

3 counts under section 253(d).

4 "(D) The reductions required under sections

5 253(e)(1) and 253(e)(2).

6 "(E) The sequestration percentage necessary

7 to achieve the required reduction in non-defense

8 accounts under section 253(e)(3).

9 The, reports shall explain the. differences (if any) between

10 0MB and CBO estimates for each item set forth in this sub-

11 section.

12 "(c) NOTIFICATION REGARDING MILITARY PERSON-

13 NEL.—0n or before the initial snapshot date specified in sub-

14 section (a), the President shall notify the Congress if he in-

15 tends to exercise flexibility with respect to military personnel

16 accounts under section 255(h).

17 "(d) PAY-AS-YOU-GO D DEFICIT SEQUESTRATION

18 REPORT; PRESIDENTIAL ORDER.—

19 "(1) PAY-AS-YOU-GO AND DEFICIT SEQUESTRA-

20 TION REPORT.—On the date specified in subsection (a),

21 0M13 and CBO shall each issue a pay-as-you-go and

22 deficit sequestration report, updated to reflect laws en-

23 acted through the final snapshot date, containing all of

24 the information required in the pay-as-you-go and defi-

25 cit sequestration preview report. In addition, these re-
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1 ports shall contain, for the budget year, for each non-

2 exempt account subject to sequestration, estimates of

3 the baseline level of sequestrable budgetary resources

4 and resulting outlays and the amount and percentage

5 of budgetary resources to be sequestered and resulting

6 outlay reductions. The reports shall also contain esti-

7 mates of the effects on outlays of the sequestration in

8 each outyear through 1995 for direct spendiiig pro-

9 grams. The reports shall explain significant differences

10 (if any) between 0MB and CBO estimates for each

11 such account.

12 "(2) PRESIDENTIAL ORDER.—On the date speci-

13 fled in subsection (a), if in its pay-as-you-go and deficit

14 sequestration report 0MB estimates that any seques-

15 tration is required, the President shall issue an order

16 fully implementing without change all sequestrations

17 required by 0MB calculations set forth in that report.

18 This order shall be effective on issuance.

19 "(e) DISCRETIONARY SEQUESTRATION REPORT;

20 PRESIDENTIAL ORDER.—

21 "(1) DISCRETIONARY SEQUESTRATION

22 REPORT.—Withm 15 days after Congress adjourns to

23 end a session, 0MB and CBO shall each issue a discre-

24 tionary sequestration report to the President and the
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1 Congress setting forth estimates for each of the follow-

2 ing:

3 "(A) For the current year and each subse-

4 quent year through 1995 the applicable discre-

5 tionary spending limits for each category and an

6 explanation of any adjustments in such limits

7 under section 251.

8 "(B) For the current year and the budget

9 year the estimated new budget authority and out-

10 lays for each category and the breach, if any, in

11 each category.

12 "(C) For each category for which a seques-

13 tration is required, the sequestration percentage

14 necessary to achieve the required reduction.

15 "(D) For the budget year, for each non-

16 exempt account subject to sequestration, estimates

17 of the enacted level of sequestrable budgetary re-

18 sources and resulting outlays and the amount of

19 budgetary resources to be sequestered and result-

20 ing outlay reductions, and an explanation of sig-

21 nificant differences, if any, between 0M13 and

22 CBO estimates for each such account.

23 "(2) PRESIDENTIAL OBDEB.—On the date speci-

24 fled in subsection (a), if in its discretionary sequestra-

25 tion report 0MB estimates that any sequestration is re-
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1 quired, the President shall issue an order fully imple-

2 menting without change all sequestrations required by

3 0M13 calculations set forth in that report. This order

4 shall be effective on issuance.

5 "U) GAO COMPLIANCE REPORT.—On the date speci-

6 fled in subsection (a), the Comptroller General shall submit to

7 the Congress and the President a report on—

8 "(1) the extent to which each order issued by the

9 President under this section complies with all of the re-

10 quirements contained in this part, either certifying that

11 the order fully and accurately complies with such re-

12 quirements or indicating the respects in which it does

13 not; and

14 "(2) the extent to which each report issued by

15 0M13 or CBO under this section complies with all of

16 the requirements contained in this part, either certify-

17 ing that the report fully and accurately complies with

18 such requirements or indicating the respects in which it

19 does not.

20 "(g) LOW-GROWTH REPORT.—At any time, CBO shall

21 notify the Oongress if—

22 "(1) during the period consisting of the quarter

23 during which such notification is given, the quarter

24 preceding such notification, and the 4 quarters follow-

25 ing such notification, CBO or 0MB has determined
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1 that real economic growth is projected or estimated to

2 be less than zero with respect to each of any 2 consec-

3 utive quarters within such period; or

4 "(2) the Department of Commerce advance re-

5 ports of actual real economic growth (or any subse-

6 quent revision thereof) indicate that the rate of real

7 economic growth for each of the most recently reported

8 quarter and the immediately preceding quarter is less

9 than one percent.

10 "(h) ECONOMIC AND TECHNICAL ASSUMPTIONS.—In

11 all reports required by this section, OMIB shall use the same

12 economic and technical assumptions as used in the most

13 recent budget submitted by the President under section

14 1105(a) of title 31, United States Code.

15 "(i) PRINTING OF REPORTs.—Each report submitted

16 under this section shall be submitted to the Federal Register

17 on the day that it is issued and printed on the following day.

18 "SEC. 255. EXEMPT PROGRAMS ANiiiACTIVITIES.

19 "(a) SOCL. SECTJRITY BENEFITS AND TIER I RML-

20 ROAD RETIREMENT BENEFITs.—Benefits payable under the

21 old-age, survivors, and disability insurance program estab-

22 lished under title II of the Social Security Act, or in benefits

23 payable under section 3(a), 3(fl(3), 4(a), or 4(f) of the Railroad

24 Retirement Act of 1974, shall be exempt from reduction

25 under any order issued under this part.
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1 "(b) NET INTEREST.—No reduction of payments for net

2 interest (all of major functional category 900) shall be made

3 under any order issued under this part.

4 "(c) VETERANS PRoGRS.—The following programs

5 shall be exempt from reduction under any order issued under

6 this part:

7 National Service Life Insurance Fund (36—8132--

8 0—7—701);

9 Service-Disabled Veterans Insurance Fund (36—

10 4012—0—3—701);

11 Veterans Special Life Insurance Fund (36—8455—

12 0—8—701);

13 Veterans Reopened Insurance. Fund (36—4010—3—

14 701);

15 United States Government Life Insurance Fund

16 (36—8150—0—7—701);

17 Veterans Insurance and Indemnity (36—0120—0—

18 1—701);

19 Special Therapeutic and Rehabiiation Activities

20 Fund (36—4048—0—3-703);

21 Veterans' Canteen Service Revolving Fund (36—

22 401—0—3—705);

23 Benefits under chapter 21 of title 38, United

24 States Code, relating to specially adapted housing and
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1 mortgage-protection life insurance for certain veterans

2 with service-connected disabilities (36—0137—0—1—702);

3 Benefits under section 907 of title 38, United

4 States Code, relating to burial benefits for veterans

5 who die as a result of service-connected disability (36—

6 0155—0—1—701);

7 Benefits under chapter 39 of title 38, United

8 States Code, relating to automobiles and adaptive

9 equipment for certain disabled and members of the

10 Armed Forces (36—0137—O—1—702)•

11 Veterans' compensation (36—0153—0—1—701); and

12 Veterans' pensions (36—0154—0—1—701).

13 "(d) EARNED INCOME Tx CREDIT.—Payments to in-

14 dividuals made pursuant to section 32 of the Internal Reve-

15 nue Code of 1954 shall be exempt from reduction under any

16 order issued under this part.

17 "(e) TREATMENT OF PAYMENTS AND ADVANCES

18 MADE WITH RESPECT TO UNEMPLOYMENT OOMPEN5A-

19 TION PROGRAMS.—FOr purposes of this part—

20 "(1) any amount paid as regular unemployment

21 compensation by a State from its account in the Unem-

22 ployment Trust Fund (established by section 904(a) of

23 the Social Security Act),

24 "(2) any advance made to a State from the

25 Federal unemployment account (established by
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section 904(g) of such Act) under title XII of such

Act and any advance appropriated to the Federal

unemployment account pursuant to section 1203

of such Act, and

"(3) any payment made from the Federal

Employees Compensation Account (as established

under section 909 of such Act) for the purpose of

carrying out chapter 85 of title 5, United States

Code, and funds appropriated or transferred to or

otherwise deposited in such Account,

shall be exempt from reduction under any order issued under

this part.

"(0 Low-INcOME PROGRAMS.—The following pro-

grams shall be exempt from reduction under any order issued

under this part:

Aid to families with dependent children (75—

0412—0—1—609);

Child nutrition (12—3539—0—1—605);

Commodity supplemental food program (12—

3512—0—1—605);

Food stamp programs (12—3505—0—1—605 and

12—3550—0—1—605);

Grants to States for Medicaid (75—0512—0—1—

551);

1
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1 Supplemental Security Income Program (75—

2 0406—0—1—609); and

3 Women, infants, and children program (12—3510—

4 0—1—605).

5 "(g) NON-DEFENSE UNOBLIGATED BALANCES.—Un-

6 obligated balances of budget authority carried over from prior

7 fiscal years, except balances in the defense category, shall be

8 exempt from reduction under any order issued under this

9 part.

10 "(h) OPTIONAl1 EXEMPTION OF MILITARY PERSON-

11 NEL.—

12 "(1) -The President may, with respect to any mill-

13 tary personnel account, exempt that account from se-

14 questration or provide for a lower uniform percentage

15 reduction than would otherwise apply.

16 "(2) The President may not use the authority pro-

17 vided by paragraph (1) unless he notifies the Congress

18 of the manner in which such authority will be exer-

19 cised on or before the initial snapshot date for the

20 budget year.

21 "(i) OTHER PRoGRAMS AND ACTIVITIES.—

22 "(1) The following budget accounts and activities

23 shall be exempt from reduction under any order issued

24 under this part:
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1 Activities resulting from private donations,

2 bequests, or voluntary contributions to the

3 Government;

4 Administration of Territories, Northern Mar-

5 ianna Islands Government grants (14—0412—0—1—

6 806);

7 Alaska Power Administration, Operations

8 and maintenance (89—0304—0—1—271);

9 Appropriations for the District of Columbia

10 (to the extent they are appropriations of locally

11 raised funds);

12 Bonneville Power Administration fund and

13 borrowing authority established pursuant to see-

14 tion 13 of Public Law 93—454 (1974), as amend-

15 ed (89—4045—0—3—27 1);

16 Black lung benefits (20—8144—0—7—601),

17 Bureau of Indian Affairs, miscellaneous pay-

18 ments to Indians (14—2303—0—1—452);

19 Bureau of Indian Affairs, miscellaneous trust

20 funds, tribal trust funds (14—9973—0—7—999);

21 CIA retirement and disability system fund

22 (56—3400—01—054);

23 Civil Service retirement and disability fund

24 (24—8135—0—7—602);

25 Claims, defense (97—0102—0—1—051);
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1 Claims, judgments, and relief acts (20—1895—

2 0—1—806);

3 Coinage profit fund (20—5811—0—2—803);

4 Compact of Free Association, economic as-

5 sistance pursuant to Public Law 99—658;

6 Compensation of the President (11—0001—0—

7 1—802);

8 Comptroller General retirement system (05—

9 0107—0—1—801);

10 Comptroller of the Currency;

11 Customs service permanent appropriations

12 (20—9922—0—2—852);

13 Director of the Office of Thrift Supervision;

14 Dual benefits payments account (60-0111—

15 0—1—601);

16 Eastern Indian and land claims settlement

17 fund (14—2202—0—1—806);

18 Exchange stabilization fund (20—4444—0—3—

19 155);

20 Farm Credit System Financial Assistance

21 Corporation, interest payments;

22 Federal Deposit Insurance Corporation;

23 Federal Deposit Insurance Corporation,

24 Bank Insurance Fund;
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1 Federal Deposit Insurance Corporation,

2 FSLIC Resolution Fund;

3 Federal Deposit Insurance Corporation, Say-

4 ings Association Insurance Fund;

5 Federal Housing Finance Board;

6 Federal payment to the railroad retirement

7 account (60—0113—0—1—601);

8 Foreign military sales trust fund (11—8242—

9 0—7—155);

10 Foreign service retirement and disability fund

11 (19—8186—0—7—602);

12 Health professions graduate student loan in-

13 surance fund (Health Education Assistance Loan

14 Program) (75—4305—0—3—553);

15 Higher education facilities loans and insur-

16 ance (91—0240—0—1—502);

17 Internal Revenue collections for Puerto Rico

18 (20—5737—0—2—852);

19 Intragovernmental funds, including those

20 from which the outlays are derived primarily from

21 resources paid in from other government accounts,

22 except to The extent such funds are augmented by

23 direct appropriations for the fiscal year during

24 which an order is in effect;
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1 Judicial survivors' annuities fund (10—8110—

2 0—7—602);

3 Longshoremens' and harborworkers' compen-

4 sation benefits (16—9971—0—7—601);

5 Medical facilities guarantee and loan fund,

6 Federal interest subsidies for medical facilities

7 (75—4430-0—3—551);

8 Military retirement fund (97—8097—0—7—

9 602);

10 National Credit Union Administration;

11 National Credit Union Administration, cen-

12 tral liquidity facility;

13 National Credit Union Administration, credit

14 union share insurai3ce fund;

15 National Oceanic and Atmospheric Adminis-

16 tration retirement (13—1450—0—1—306);

17 Panama Canal Commission, operating ex-

18 penses and Panama Canal Commission, capital

19 outlay (95—5190—0—2—403);

20 Payment of Vietnam and USS Pueblo pris-

21 oner-of-war claims (15—0104—0—1—153);

22 Payment to civil service retirement and dis-

23 ability fund (24—0200—0—1—805);

24 Payments to copyright owners (03—5175—0—

25 2—376);
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1 Payments to health care trust funds (75—

2 0580—0—1—572);

3 Payments to military retirement fund (97—

4 0040—0—1—054);

5 Payments to social security trust funds (75—

6 0404—0—1—571);

7 Payments to the foreign service retirement

8 and disability fund (11—1036—0—1—153 and 19—

9 0540—0—1—153);

10 Payments to the United States territories;

11 fiscal assistance;

12 Payments to trust funds from excise taxes or

13 other receipts properly creditable to such trust

14 funds;

15 Payments to widows and heirs of deceased

16 Members of Congress (00—215—0—1—801);

17 Pensions for former Presidents (47—0105—0—

18 1—802);

19 Postal service fund (18—4020—0—3—372);

20 Railroad retirement tier II (60—8011—0—7—

21 601);

22 Resolution Funding Corporation;

23 Resolution Trust Corporation;

24 Retired pay, Coast guard (69—0241—0—1—

25 403);
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1 Retirement pay and medical benefits for

2 commssioned officers, Public Health Service (75—

3 0379—0—1—551);

4 Salaries of Article III judges;

5 Special benefit, Federal Employee's Com-

6 pensation Act (16—1521—0—1—600);

7 Special benefits for disabled coal miners (75—

8 0409—0—1—601);

9 Soldiers and Airmen's Home, payment of

10 claims (84—8930—0—7—705);

11 Southeastern Power Administration, Oper-

12 ations and maintenance (89—0302—0—1—271);

13 Southwestern Power Administration, Oper-

14 ations and maintenance (89—0303—0—1—271);

15 Tax Court judges survivors annuity fund

16 (23—8115—0—7—602);

17 Tennessee Valley Authority fund, except

18 nonpower programs and activities (64—4110—0—3—

19 999);

20 Thrift Savings Fund (26—8141—0—7—602);

21 WMATA, interest payments (46—0300—0—1—

22 401);

23 Western Area Power Administration, Con-

24 struction, rehabilitation, operations, and mainte-

25 nance (89—5068—0—2—271); and

HR 5835 RDS 31
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1 Western Area Power Administration, Cob-

2 rado River basins power marketing fund (89—

3 4452—0—3—27 1).

4 Western Area Power Administration, Cob-

5 rado River basins power marketing fund (89—

6 4452—0—3—27 1);

7 "(2) Prior legal obligations of the Government in

8 the following budget accounts and activities shall be

9 exempt from any order issued under this part:

10 Agency for International Development,

11 Housing, and other credit guarantee programs

12 (72—4340--0--3—151);

13 Agricultural credit insurance fund (12—4140—

14 0—3—351);

15 Biomass energy development (20—0114—0—

16 1—27 1);

17 Check forgery insurance fund (20—4109—0—

18 3—803);

19 Community development grant loan guaran-

20 tees (86—0162—0—1—451);

21 Credit union share insurance fund (25—4468—

22 0—3—371);

23 Economic development revolving fund (13—

24 4406—0—3—452);
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1 Employees life insurance fund (24—8424—0—

2 8—602);

3 Energy security reserve (Synthetic Fuels

4 Corporation) (20—0112—0—1—271);

5 Export-Import Bank of the United States,

6 Limitation of program activity (83—4027—0—3—

7 155);

8 Federal Aviation Administration, Aviation

9 insurance revolving fund (69—4120—0—3—402);

10 Federal Crop Insurance Corporation fund

11 (12—4085—0—3—351);

12 Federal Emergency Management Agency,

13 National flood insurance fund (58—4236—0—3—

14 453);

15 Federal Emergency Management Agency,

16 National insurance development fund (58—4235—

17 0—3—451);

18 Federal Housing Administration fund (86—

19 4070—0—3—37 1);

20 Federal ship financing fund (69—4301—0—3—

21 403);

22 Federal ship financing fund, fishing vessels

23 (13—4417—0—3—376);

24 Geothermal resources development fund (89—

25 0206—0—1—27 1);
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1 Government National Mortgage Association,

2 Guarantees of mortgage-backed securities (86—

3 4238—0—3—37 1);

4 Health education loans (75—4307—0—3—553);

5 Homeowners assistance fund, Defense (97—

6 4090—0—3—05 1);

7 Indian loan guarantee and insurance fund

8 (14—4410—0—3—452);

9 International Trade Administration, Oper-

10 ations and administration (13—1250—0—1—376);

11 Low-rent public housing, Loans and other

12 expenses (86—4098—0—3—604);

13 Maritime Administration, War-risk insurance

14 revolving fund (69—4302—0—3—403);

15 Overseas Private Investment Corporation

16 (71—4030—0—3—151);

17 Pension Benefit Guaranty Corporation fund

18 (16—4204—0—3—601);

19 Rail service assistance (69—0122—0—1—401);

20 Railroad rehabilitation and improvement fi-

21 nancing fund (69—4411—0—3—401);

22 Rural development insurance fund (12—

23 4155—0—3—452);

24 Rural electric and telephone revolving fund

25 (12—4230—8—3—271);
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1 Rural housing insurance fund (12—4141—0—

2 3—37 1);

3 Small Business Administration, Business

4 loan and investment fund (73—4154—0—3—376);

5 Small Business Administration, Lease guar-

6 antees revolving fund (73—4157—0—3—376);

7 Small Business Administration, Pollution

8 control equipment contract guarantee revolving

9 fund (73—4147—0—3—376);

10 Small Business Administration, Surety bond

11 guarantees revolving fund (73—4156—0—3—376);

12 Veterans Administration, Loan guaranty re-

13 volving fund (36—4025—0—3—704);

14 Veterans Administration, Servicemen's group

15 life insurance fimd (36—4009—0—3—701).

16 "(j) IDENTIFICATION OF PROGRAMS.—FOr purposes of

17 subsections (1) and (h), programs are identified by the desig-

18 nated budget account identification code numbers set forth

19 in the Budget of the United States Government, 1986—

20 Appendix.

21 "(k) TREATMENT OF FEDERAL ADMINISTRATIVE Ex-

22 PENSES.—

23 "(1) Notwithstanding any other provision of this

24 title, administrative expenses incurred by the depart-

25 ments and agencies, including independent agencies, of
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1 the Federal Government in connection with any pro-

2 gram, project, activity, or account shall be subject to

3 reduction pursuant to an order issued under section

4 255, without regard to any exemption, exception, limi-

5 tation, or special rule which is otherwise applicable

6 with respect to such program, project, activity, or ac-

7 count under this part.

8 "(2) Notwithstanding any other provision of law,

9 administrative expenses of any program, project, activi-

10 ty, or account which is self-supporting and does not re-

11 ceive appropriations shall be subject to reduction under

12 a. sequester order, unless specifically exempted in this

13 joint resolution.

14 "(3) Payments ma.de by the Federal Government

15 to reimburse or match administrative costs incurred by

16 a State or political subdivision under or in connection

17 with any program, project, activity, or account shall

18 not be considered administrative expenses of the Fed-

19 eral Government for purposes of this section, and shall

20 be subject to reduct.ion or sequestration under this part

21 to the extent. (and only to the extent) that other pa-

22 ments made by the Federal Government under or in

23 connection with that program, project, activity, or ac-

24 count are subject to such reduction or sequestration;

25 except that Federal payments made to a State as reim-
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1 bursement of administrative costs incurred by such

2 State under or in connection with the unemployment

3 compensation prOgrams specified in subsection (h)(1)

4 shall be subject to reduction or sequestration under this

5 part notwithstanding the exemption otherwise granted

6 to such programs under that subsection.

7 "(4) The previous provisions of this subsection

8 shall not apply with respect to the following:

9 "(A) Comptroller of the Currency.

10 "(B) Federal Deposit Insurance Corporation.

11 "(C) Office of Thrift Supervision.

12 "(D) National Credit Union Administration.

13 "(E) National Credit Union Administration,

14 central liquidity facility.

15 "(F) Federal Retirement Thrift Investment

16 Board.

17 "(G) Resolution Funding Corporation.

18 "(H) Resolution Trust Corporation.

19 "SEC. 256. SPECIAL RULES.

20 "(a) AUTOMATIC SPENDING INCREASES.—Automat.ic

21 spending increases are increases in outlays due to changes in

22 indexes in the following programs:

23 "(1) National Wool Act;

24 "(2) Special milk program; and

25 "(3) Vocational rehabilitation.
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1 In those programs all amounts other than the automatic

2 spending increases shall be exempt from reduction under any

3 order issued under this part.

4 "(b) EFFECT OF ORDERS ON THE GUARANTEED STU-

5 DENT LOAN PR0GRAM.—"(1) Any reductions which are re-

6 quired to be achieved from the student loan programs operat-

7 ed pursuant to part B of title IV of the Higher Education Act

8 of 1965, as a consequence of an order issued pursuant to

9 section 254, shall be achieved only from loans described in

10 paragraphs (2) and (3) by the application of the measures

11 described in such paragraphs.

12 "(2) For any loan made during the period beginning on

13 the date that an order issued under section 254 takes effect

14 with respect to a fiscal year and ending at the close of such

15 fiscal year, the rate used in computing the special allowance

16 payment pursuant to section 438(b)(2)(A)(iii) of such Act for

17 each of the first four special allowance payments for such

18 loan shall be adjusted by reducing such rate by the lesser

19 of—

20 "(A) 0.40 percent, or

21 "(1) the percentage by which the rate specified in

22 such section exceeds 3 percent.

23 "(3) For any loan made during the period beginning on

24 the date that an order issued under section 254 takes effect

25 with respect to a fiscal year and ending at the close of such
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1 fiscal year, the origination fee which is authorized to be col-

2 lected pursuant to section 438(c)(2) of such Act shall be in-

3 creased by 0.50 percent.

4 (c) TREATMENT OF FOSTER CARE AND ADOPTION As-

5 SISTANCE PROGRs.—Any order issued by the President

6 under section 254 shall make the reduction which is other-

7 wise required under the foster care and adoption assistance

8 programs (established by part E of title IV of the Social Se-

9 curity Act) only with respect to payments and expenditures

10 made by States in which increases in foster care maintenance

11 payment rates or adoption assistance payment rates (or both)

12 are to take effect during the fiscal year involved, and only to

13 the extent that the required reduction can be accomplished by

14 applying a uniform percentage reduction to the Federal

15 matching payments that each such State would ctherwise re-

16 ceive under section 474 of that Act (for such fiscal year) for

17 that portion of the State's payments which is attributable to

18 the increases taking effect during that year. No State may,

19 after the date of the enactment of this Act, make any change

20 in the timetable for making payments under a State plan ap-

21 proved under part E of title IV of the Social Security Act

22 which has the effect of changing the fiscal year in which ex-

23 penditures under such part are made.

24 "(d) SPECIAL RULES FOR MEDICARE PROGRAM.—
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1 "(1) MAXIMUM PERCENTAGE REDUCTION IN IN-

2 DIVIDUAL PAYMENT AMOuNTS.—To achieve the total

3 percentage reduction in those programs required by

4 sections 252 and 253, 0MB shall determine, and the

5 applicable Presidential order under section 254 shall

6 implement, the percentage reduction that shall apply to

7 payments under the health insurance programs under

8 title XVIII of the Social Security Act for services fur-

9 nished in the fiscal year after the order is issued, such

10 that the reduction made in payments under that order

11 shall achieve the required total percentage reduction in

12 those payments for that fiscal year as determined on a

13 12-month basis.

14 "(2) TIMING OF APPLICATION OF REDUC-

15 TIONS.—

16 "(A) IN GENERAL.—Except as provided in

17 subparagraph (B), if a reduction is made in pay-

18 ment amounts pursuant to a sequestration order,

19 the reduction shall be applied to payment for

20 services furnished during the effective period of

21 the order. For purposes of the previous sentence,

22 in the case of inpatient services furnished for an

23 individual, the services shall be considered to be

24 furnished on the date of the individual's discharge

25 from the inpatient facility.
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1 "(B) PAYMENT ON THE BASIS OF COST RE-

2 PORTING PERIODS.—In the case in which pay-

3 ment for services of a provider of services is made

4 under title XVIII of the Social Security Act on a

5 basis relating to the reasonable cost incurred for

6 the services during a cost reporting period of the

7 provider, if a reduction is made under paragraph

8 (1) in payment amounts pursuant to a sequestra-

9 tion order, the reduction shall be applied to pay-

10 ment for costs for such services incurred at any

11 time during each cost reporting period of the pro-

12 vider any part of which occurs during the effective

13 period of the order, but only (for each such cost

14 reporting period) in the same proportion as the

15 fraction of the cost reporting period that occurs

16 during the effective period of the order.

17 "(3) No INCREASE IN BENEFICIARY CHARGES IN

18 ASSIGNMENT-RELATED CASES.—If a reduction in pay-

19 ment amounts is made under paragraph (1) for services

20 for which payment under part B of title XVIII of the

21 Social Security Act is made on the basis of an assign-

22 ment described in section 1842(b)(3)(B)(ii), in accord-

23 ance with section 1842(b)(6)(B), or under the procedure

24 described in section 1870(0(1), of such Act, the person

25 furnishing the services shall be considered to have ac-
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1 cepted payment of the reasonable charge for the serv-

2 ices, less any reduction in payment amount made pur-

3 suant to a sequestration order, as payment in full.

4 "(4) No EFFECT ON COMPUTATION OF AAPCC.—

5 In computing the adjusted average per capita cost for

6 purposes of section 1876(a)(4) of the Social Security

7 Act, the Secretary of Health and Human Services

8 shall not take into account any reductions in payment

9 amounts which have been or may be effected under

10 this part.

11 "(e) CERTAIN HEALTH PROGRts.—The maximum

12 permissible reduction in new budget authority for the follow-

13 ing programs for any fiscal year pursuant to a sequestration

14 under sections 251, 252, or 253 is 2 percent:

15 "(1) Community health centers (75—0350—0--i—

16 550).

17 "(2) Migrant health centers (75—0350—0—1—550).

18 "(3) Indian health facilities (75—0391—0—1—551).

19 "(4) Indian health services (75—0390—0—1—551).

20 "(5) Veterans' medical care (36—0160—0—1—703).

21 "(f) TREATMENT OF CHILD SUPPORT ENFORCEMENT

22 PROGRAM.—Notwithstanding any change in the display of

23 budget accounts, any order issued by the President under

24 section 254 shall accomplish the full amount of any required

25 reduction in expenditures under sections 455 and 458 of the
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1 Social Security Act by reducing the Federal matching rate

2 for State administrative costs under such program, as speci-

3 fied (for the fiscal year involved) in section 455(a) of such

4 Act, to the extent necessary to reduce such expenditures by

5 that amount.

6 "(g) EXTENDED UNEMPLOYMENT COMPENSATION.—

7 (1) A State may reduce each weekly benefit payment made

8 under the Federal-State Extended Unemployment Compen-

9 sation Act of 1970 for any week of unemployment occurring

10 during any period with respect to which payments are re-

11 duced under an order issued under section 254 by a percent-

12 age not to exceed the percentage by which the Federal pay-

13 ment to the State under section 204 of such Act is to be

14 reduced for such week as a result of such order.

15 "(2) A reduction by a State in accordance with para-

16 graph (1) shall not be considered as a failure to fulfill the

17 requirements of section 3304(a)(11) of the Internal Revenue

18 Code of 1954.

19 "(h) COMMODITY CREDIT CORPORATION.—

20 "(1) IN GENERAL.—Except as modified by exist-

21 ing law enacted after 1985, this subsection shall

22 govern any sequestration of the Commodity Credit

23 Corporation.

24 "(2) POWERS AND AUTHORITIES OF THE COM-

25 MODITY CREDIT CORPORATION.—This title shall not
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1 restrict the Commodity Credit Corporation in the dis-

2 charge of its authority and responsibility as a corpora.-

3 tion to buy and sell commodities in world trade, to use

4 the proceeds as a revolving fund to meet other obliga-

5 tions and otherwise operate as a corporation, the pur-

6 pose for which it was created.

7 "(3) REDUCTION IN PAYMENTS MADE UNDER

8 CONTRACTS.—(A) Payments and loan eligibility under

9 any contract entered into with a person by the Corn-

10 modity Credit Corporation prior to the time an order

11 has been issued under section 254 shall not be reduced

12 by an order subsequently issued. Subject to subpara-

13 graph (B), after an order is issued under such section

14 for a fiscal year, any cash payments made by the Com-

15 modity Credit Corporation—

16 "(i) under the terms of any one-year contract

17 entered into in such fiscal year and after the issu-

18 ance of the order; and

19 "(ii) out of an entitlement account,

20 to any person (including any producer, lender, or guar-

21 antee entity) shall be subject to reduction under the

22 order.

23 "(B) Each contract entered into with producers or

24 producer cooperatives with respect to a particular crop

25 of a commodity and subject to reduction under sub-
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1 paragraph (A) shall be reduced in accordance with the.

2 same terms and conditions. If some, but not all, con-

3 tracts applicable to a crop of a commodity have been

4 entered into prior to the issuance of an order under

5 section 254, the order shall provide that the necessary

6 reduction in payments under contracts applicable to the

7 commodity be uniformly applied to all contracts for the

8 next succeeding crop of the commodity, under the au-

9 thority provided in paragraph (4).

10 "(3) DELAYED REDUCTION IN OUTLAYS PERMIS-

11 SIBLE.—Notwithstanding any other provision of this

12 law, if an order under section 254 is issued with re-

13 spect to a fiscal year, a.ny reduction under the order

14 applicable to contracts described in paragraph (2) may

15 provide for reductions in outlays for the account in-

16 volved to occur in the fiscal year following the fiscal

17 year to which the order is issued. No other account, or

18 other program, project, or activity, shall bear an in-

19 creased reduction for the fiscal year to which the order

20 applies as a. result of the operation of the preceding

21 sentence.

22 "(5) UNIFORM PERCENTAGE RATE OF REDUC-

23 TION AND OTHER LIMITATIONS.—All reductions de-

24 scribed in paragraph (3) which are required to be made
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1 in connection with an order issued under section 254

2 with respect to a fiscal year—

3 "(A) shall be made so as to ensure that out-

4 lays for each program, project, activity, or ac-

5 count involved are reduced by a percentage rate

6 that is uniform for all such programs, projects, ac-

7 tivities, and accounts, and may not be made so as

8 to achieve a percentage rate of reduction in any

9 such item exceeding the rate specified in the

10 order; and

11 "(B) with respect to commodity price support

12 and income protection programs, shall be made in

13 such manner and under such procedures as will

14 attempt to ensure that—

15 "(i) uncertainty as to the scope of bene-

16 fits under any such program is minimized;

17 "(ii) any instability in market prices for

18 agricultural commodities resulting from the

19 reduction is minimized; and

20 "(iii) normal production and marketing

21 relationships among agricultural commodities

22 (including both contract and non-contract

23 commodities) are not distorted.

24 In meeting the criterion set out in clause (iii) of

25 subparagraph (B) of the preceding sentence, the
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1 President shall take into consideration that reduc-

2 tions under an order may apply to programs for

3 two or more agricultural commodities that use the

4 same type of production or marketing resources or

5 that are alternative commodities among which a

6 producer could choose in making annual produc-

7 tion decisions.

8 "(6) CERTAIN AUTHORITY NOT TO BE LIMIT-

9 ED.—Nothing in this joint resolution shall limit or

10 reduce, in any way, any appropriation that provides

11 the Commodity Credit Corporation with funds to cover

12 the Corporation's net realized losses.

13 "(i) EFFECTS OF SEQUESTRATION.—The effects of se-

14 questration shall be as follows:

15 "(A) Budgetary resources sequestered from any

16 account other than a trust fund account shall perma-

17 nently revert to the Treasury.

18 "(B) Except as otherwise provided, the same per-

19 centage sequestration shall apply to all programs,

20 projects, and activities within a budget account (with

21 programs, projects, and activities as delineated in the

22 most recently enacted appropriation Act covering that

23 account, or for accounts not included in appropriation

24 Acts, as delineated in the most recently submitted

25 President's budget).
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1 "(C) Administrative regulations or similar actions

2 implementing a sequestration shall be made within 90

3 days of the sequestration order. To the extent that for-

4 mula allocations differ at different levels of budgetary

5 resources within an account, program, project, or ac-

6 tivity, the sequestration shall be interpreted as produc-

7 ing a lower total appropriation, with the remaining

8 amount of the appropriation being obligated in a

9 maimer consistent with program allocation formulas in

10 substantive law.

11 "(D) Except as otherwise provided, obligations in

12 sequestered accounts shall be reduced only in the fiscal

13 year in which a sequester occurs.

14 "(E) If an automatic spending increase is seques-

15 tered, the increase (in the applicable index) that was

16 disregarded as a result of that sequestration shall not

17 be taken into account in any fiscal year.

18 "(F) Except as otherwise provided, sequestration

19 in accounts for which program obligations are indefinite

20 shall be taken in a manner to ensure, to the greatest

21 extent possible, that program obligations in the fiscal

22 year of a sequestration are reduced, from the level that

23 would actually have occurred, by the applicable seques-

24 tration percentage.
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1 "SEC. 257. THE BASELINE.

2 '.(a) IN GENERAL.—FOr any budget year, the baseline

3 refers to a projection of current-year levels of new budget

4 authority, outlays, revenues, and the surplus or deficit into

5 the budget year and the outyears based on laws enacted

6 through the applicable date.

7 "(b).IREvENuEs, FEES, AND DIRECT SPENDING.—FOr

8 the budget year and each outyear, the baseline shall be calcu-

9 lated using the following assumptions:

10 "(1) IN GENERAL.—Revenue laws, laws provid-

11 ing for fees, and laws providing or creating direct

12 spending are assumed to operate in the manner speci-

13 fled in those laws for each such year and funding for

14 spending requirements is assumed to be adequate to

15 make all payments required by those laws.

16 "(2) EXCEPTIONS.—(A) No program with esti-

17 mated current-year outlays greater than $50 million

18 shall be assumed to expire in the budget year or out-

19 years.

20 "(B) Agricultural price support programs adminis-

21 tered through the Commmodity Credit Corporation are

22 assumed to be extended under the terms, support

23 prices, loan rates, and other rates of payment in effect

24 the day before the expiration of the Food Security Act

25 of 1985 or the Food and Agricultural Resources Act of

26 1990, as applicable.
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1 "(0) The increase for veterans' compensation for

2 a fiscal year is assumed to be the same as that re-

3 quired by law for veterans' pensions unless otherwise

4 provided by law enacted in that session.

5 "(D) Excise taxes dedicated to a trust fund, if ex-

6 piring, are assumed to be extended at current rates.

7 "(3) HEALTH INSURANCE TRUST FUND.—Not-

8 withstanding any other provision of law, the receipts

9 and disbursements of the Hospital Insurance Trust

10 Fund shall be included in all calculations required by

11 this Act.

12 "(c) DISCRETIONARY APPROPRIATIONS.—FOr the

13 budget year and each outyear, the baseline shall be calculat-

14 ed using the following assumptions regarding all amounts

15 other than those covered by subsection (b):

16 "(1) INFLATION OF CURRENT-YEAR APPROPRIA-

17 TIONS.—Budgetary resources other than unobligated

18 balances shall be at the level provided for the budget

19 year in full-year appropriation Acts. If for any account

20 a fufl-year appropriation has not yet been enacted,

21 budgetary resources other than unobligated balances

22 shall be at the level available in the current year, ad-

23 justed sequentially and cumulatively for expiring hous-

24 ing contracts as specified in paragraph (2), for social

25 insurance administrative expenses as specified in para-
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1 graph (3), for pay annualization as specified in para-

2 graph (4), for inflation as specified in paragraph (5),

3 and to account for changes required by law in the level

4 of agency payments for personnel benefits other than

5 pay.

6 "(2) EXPIBING HOUSING CONTRACTS.—New

7 budget authority to renew expiring multiyear subsi-

8 dized housing contracts shall be adjusted to reflect the

9 difference in the number of such contracts that are

10 scheduled to expire in that fiscal year and the number

11 expiring in the current year, with the per-contract re-

12 newal cost equal to the average current-year cost of

13 renewal contracts.

14 "(3) Sociu INSURANCE ADMINISTRATIVE EX-

15 PENSES.—Budgetary resources for the administrative

16 expenses of social insurance trust funds shall be adjust-

17 ed by the percentage change in the beneficiary popula-

18 tion from the current year to that fiscal year.

19 "(4) PAY ANNUALIZATION.—If current-year pay

20 adjustments for Federal employees occur on a date

21 other than October 1 of the current year, current-year

22 new budget authority for such employees shall be ad-

23 justed by the percentage necessary to reflect the 12-

24 month cost of those adjustments.
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1 "(5) INFLATORS.—The inflator used in paragraph

2 (1) to adjust budgetary resources relating to personnel

3 shall be the percent by which the average of the

4 Bureau of Labor Statistics Employment Cost Index

5 (excluding sales) for that fiscal year differs from such

6 index for the current year. The inflator used in para-

7 graph (1) to adjust all other budgetary resources shall

8 be the percent by which the average of the estimated

9 gross national product fixed-weight price deflator for

10 that fiscal year differs from the average of such esti-

11 mated deflator for the current year.

12 "(6) CURRENT-YEAR APPROPRIATIONS.—If, for

13 any account, a continuing appropriation is in effect for

14 less than the entire current year, then the current-year

15 amount shall be assumed to equal the amount that

16 would be available if that continuing appropriation coy-

17 ered the entire fiscal year. If law permits the transfer

18 of budget authority among budget accounts in the cur-

19 rent year, the current-year level for an account shall

20 reflect transfers accomplished by the submission of, or

21 assumed for the current year in, the President's origi-

22 nal budget for the budget year.

23 "(d) ASSET SALES AND LOAN PREPAYMENTS.—The

24 proceeds of asset sales and loan prepayrnents shall be treated

25 as means of financing the deficit.
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1 "(e) UP-TO-DATE CONCEPTB.—In deriving the base-

2 line for any budget year or outyear, current-year amounts

3 shall be calculated using the concepts and definitions that are

4 required for that budget year.

5 "SEC. 258. SUSPENSION IN THE EVENT OF WAR OR LOW

6 GROWTH.

7 "(a) PBOCEDUBES IN THE EVENT OF A Low GBOWTH

8 REPORT.—

9 "(1) TRIGGER.—Whenever CBO issues a low-

10 growth report under section 254(g), the Majority

11 Leader of each House shall introduce a joint resolution

12 (in the form set forth in paragraph (2)) declaring that

13 the conditions specified in section 254(g) are met and

14 suspending the relevant provisions of this title, title VI

15 of the Congressional Budget Act of 1974, and section

16 1103 of title 31, United States Code.

17 "(2) FORM OF JOINT RESOLUTION.—

18 "(A) The matter after the resolving clause in

19 any joint resolution introduced pursuant to para-

20 graph (1) shall be as follows: 'That the Congress

21 declares that the conditions specified in section

22 254(g) of the Balanced Budget and Emergency

23 Deficit Control Act of 1985 are met, and the im-

24 plementation of the Congressional Budget and

25 Impoundment Control Act of 1974, chapter 11 of
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1 title 31, United States Code, and part C of the

2 Balanced Budget and Emergency Deficit Control

3 Act of 1985 are modified as described in section

4 258(b) of the Balanced Budget and Emergency

5 Deficit Control Act of 1985.'.

6 "(B) The title of the joint resolution shall be

7 'Joint resolution suspending certain provisions of

8 law pursuant to section 258(a)(2) of the Balanced

9 Budget and Emergency Deficit Control Act of

10 1985.'; and the joint resolution shall not contain

11 any preamble.

12 "(3) COMMITTEE AcTI0N.—Each joint resolution

13 introduced pursuant to paragraph (1) shall be referred

14 to the appropriate committees of the House involved;

15 and such Committee shall report the joint resolution to

16 its House without amendment on or before the fifth

17 day on which such House is in session after the date

18 on which the joint resolution is introduced. If the Com-

19 mittee fails to report the joint resolution within the

20 five-day period referred to in the preceding sentence, it

21 shall be automatically discharged from further consider-

22 ation of the joint resolution, and the joint resolution

23 shall be placed on the appropriate calendar.

24 "(4) CONSIDERATION OF JOINT RESOLUTION.—
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1 "(A) A vote on final passage of a joint reso-

2 lution reported to the Senate or discharged pursu-

3 ant to paragraph (3) shall be taken on or before

4 the close of the fifth calendar day of session after

5 the date on which the joint resolution is reported

6 or after the Committee has been discharged from

7 further consideration of the joint resolution. If

8 prior to the passage by one House of a joint reso-

9 lution of that House, that House receives the

10 same joint resolution from the other House,

11 then—

12 "(i) the procedure in that House shall

13 be the same as if no such joint resolution had

14 been received from the other House, but

15 "(ii) the vote on final passage shall be

16 on the joint resolution of the other House.

17 When the joint resolution is agreed to, the Clerk

18 of the House of Representatives (in the case of a

19 House joint resolution agreed to in the House of

20 Representatives) or the Secretary of the Senate

21 (in the case of a Senate joint resolution agreed to

22 in the Senate) shall cause the joint resolution to

23 be engrossed, certified, and transmitted to the

24 other House of the Congress as soon as

25 practicable.
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1 "(B)(i) A motion in the Senate to proceed to

2 the consideration of a joint resolution under this

3 paragraph shall be privileged and not debatable.

4 An amendment to the motion shall not be in

5 order, nor shall it be in order to move to reconsid-

6 er the vote by which the motion is agreed to or

7 disagreed to.

8 "(ii) Debate in the Senate on a joint resolu-

9 tion under this paragraph, and all debatable mo-

10 tions and appeals in connection therewith, shall be

11 limited to not more than five hours. The time

12 shall be equally divided between, and controlled

13 by, the majority leader and the minority leader or

14 their designees.

15 "(iii) Debate in the Senate on any debatable

16 motion or appeal in connection with a joint reso-

17 lution under this paragraph shall be limited to not

18 more than one hour, to be equally divided be-

19 tween, and controlled by, the mover and the man-

20 ager of the joint resolution, except that in the

21 event the manager of the joint resolution is in

22 favor of any such motion or appeal, the time in

23 opposition thereto shall be controlled by the mi-

24 nority leader or his designee.
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1 "(iv) A motion in the Senate to further limit

2 debate on a joint resolution under this paragraph

3 is not debatable. A motion to table or to recommit

4 a joint resolution under this paragraph is not in

5 order.

6 "(C) No amendment to a joint resolution

7 considered under this paragraph shall be in order

8 in the Senate.

9 "(b) SUSPENSION OF SEQUESTRATION PROCE-

10 Du.RES.—Upon the enactment of a declaration of war or a

11 joint resolution described in subsectiou (a)—

12 "(1) the subsequent issuance of any sequestration

13 report or any sequestration order is precluded;

14 "(2) titles ifi and VT of the Congressional Budget

15 Act of 1974 are suspended; and

16 "(3) section 1103 of title 31, United States Code,

17 is suspended.

18 "(c) RESTORATION OF SEQUESTRATION PROCE-.

19 DURES.—

20 "(1) In the event of a suspension of sequestration

21 procedures due to a declaration of war, then, effective

22 with the first fiscal year that begins in the session after

23 the state of war is concluded by Senate ratification of

24 the necessary treaties, the provisions of subsection (b)
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1 triggered by that declaration of war are no longer

2 effective.

3 "(2) In the event of a suspension of sequestration

4 procedures due to the enactment of a joint resolution

5 described in subsection (a), then, effective with regard

6 to the first fiscal year beginning at least 9 months after

7 the enactment of that resolution, the provisions of sub-

8 section (b) triggered by that resolution are no longer

9 effective.

10 "SEC. 259. MODIFICATION OF PRESIDENTIAL ORDER.

11 "(a) INTRODUCTION OF JOINT RES0LuTI0N.—At any

12 time after the Director of OMJ3 issues a report under section

13 254(d)(1) or (e)(1) for a fiscal year, but before the close of the

14 tenth calendar day of session in that session of Congress be-

15 ginning after the date of issuance of such report, the majority

16 leader of either House of Congress may introduce a joint res-

17 olution which contains provisions directing the President to

18 modify the most recent order issued under section 254(d)(2)

19 or (e)(2) for such fiscal year. After the introduction of the first

20 such joint resolution in either House of Congress in any cal-

21 endar year, then no other joint resolution introduced in such

22 House in such calendar year shall be subject to the proce-

23 dures set forth in this section.

24 "(b) PROCEDURES FOR CONSIDERATION OF JOINT

25 RESOLUTIONS.—
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1 "(1) REFERRAL TO COMMITTEE.—A joint resolu-

2 tion introduced in the Senate under subsection (a) shall

3 be referred to a committee of the Senate and shall be

4 placed on the appropriate calendar pending disposition

5 of such joint resolution in accordance with this subsec-

6 tion.

7 "(2) CONSIDERATION IN THE SENATE.—On or

8 after the third calendar day (excluding Saturdays, Sun-

9 days, and legal holidays) beginning after a joint resolu-

10 tion is introduced under subsection (a), notwithstanding

11 any rule or precedent of the Senate, including Rule 22

12 of the Standing Rules of the Senate, it is in order

13 (even though a previous motion to the same effect has

14 been disagreed to) for any Member of the Senate to

15 move to proceed to the consideration of the joint reso-

16 lution, and all points of order against the joint resolu-

17 tion (and against consideration of the joint resolution)

18 - are waived, except for points of order under titles 1111,

19 IV, or VI of the Congressional Budget Act of 1974.

20 The motion is not in order after the eighth calendar

21 day (excluding Saturdays, Sundays, and legal holidays)

22 beginning after a joint resolution (to which the motion

23 applies) is introduced. The motion is privileged in the

24 Senate and is not debatable. The motion is not subject

25 to amendment, or to a motion to postpone, or to a
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1 motion to proceed to the consideration of other busi-

2 ness. A motion to reconsider the vote by which the

3 motion is agreed to or disagreed to shall not be hi

4 order. If a motion to proceed to the consideration of

5 the joint resolution is agreed to, the Senate shall im-

6 mediately proceed to consideration of the joint resolu-

7 tion without intervening motion, order, or other busi-

8 ness, and the joint resolution shall remain the unfin-

9 ished busiiiess of the Senate imtil disposed of.

10 "(3) DEBATE IN THE SENATE.—

11 "(A) In the Senate, debate on a joint resolu-

12 tion introduced under subsection (a), amendments

13 thereto, and all debatable motions and appeals in

14 connection therewith shall be limited to not more

15 than 10 hours, which shall be divided equally be-

16 tween the majority leader and the minority leader

17 (or their designees).

18 "(B) A motion to postpone, or a motion to

19 proceed to the consideration of other business is

20 not in order. A motion to reconsider the vote by

21 which the joint resolution is agreed to or dis-

22 agreed to is not in order, and a motion to recom-

23 mit the joint resolution is not ii order.

24 "(C)(i) No amendment that is not germane or

25 relevant to the provisions of the joint resolution or
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1 to the order issued under section 254(d)(2) or

2 (e)(2) shall be in order in the Senate. In the

3 Senate, an amendment, any amendment to an

4 amendment, or any debatable motion or appeal is

5 debatable for not to exceed 30 minutes to be

6 equally divided between the majority leader and

7 the minority leader (or their designees).

8 "(ii) In the Senate, an amendment that is

9 otherwise in order shall be in order notwithstand-

10 ing the fact that it amends the joint resolution in

11 more than one place or amends language previ-

12 ously amended. It shall not be in order in the

13 Senate to vote on the question of agreeing to such

14 a joint resolution or any amendment thereto

15 unless the figures then contained in such joint

16 resolution or amendment are mathematically

17 consistent.

18 "(4) VOTE ON FINAL PASSAGE.—Immedlately

19 following the conclusion of the debate on a joint resolu-

20 tion introduced under subsection (a), a single quorum

21 call at the conclusion of the debate if requested in ac-

22 cordance with the rules of the Senate, and the disposi-

23 tion of any amendments under paragraph (3), the vote

24 on final passage of the joint resolution shall occur.
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1 "(5) APPEALS.—Appeals from the decisions of

2 the Chair relating to the application of the rules of the

3 Senate or the House of Representatives, as the case

4 may be, to the procedure relatin to a joint resolution

5 described in subsection (a) shall be decided without

6 debate.

7 "(6) CONFERENCE REPORTS.—In the Senate,

8 points of order under titles 1111, IV, and VT of the Con-

9 gressional Budget Act of 1974 are applicable to a con-

10 ference report on the joint resolution or any amend-

11 ments in disagreement thereto.

12 "(7) RESOLUTION FROM OTHER HOUSE.—If,

13 before the passage by the Senate of a joint resolution

14 of the Senate introduced imder subsection (a), the

15 Senate receives from the House of Representatives a

16 joint resolution introduced under subsection (a), then

17 the following procedures shall apply:

18 "(A) The joint resolution of the House of

19 Representatives shall not be referred to a

20 committee.

21 "(B) With respect to a joint resolution intro-

22 duced under subsection (a) in the Senate—

23 "(i) the procedure in the Senate shall be

24 the same as if no joint resolution had been

25 received from the House; but
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1 "(ii)(I) the vote on final passage shall be

2 on the joint resolution of the House if it is

3 identical to the joint resolution then pending

4 for passage in the Senate; or

5 "(II) if the joint resolution from the

6 House is not identical to the joint resolution

7 then pending for passage in the Senate and

8 the Senate then passes it, the Senate shall

9 be considered to have passed the joint resolu-

10 tion as amended by the text of the Senate

11 joint resolution.

12 "(C) Upon disposition of the joint resolution

13 received from the House, it shall no longer be in

14 order to consider the resolution originated in the

15 Senate.

16 "(8) SENATE ACTION ON HOUSE RESOLUTION.—

17 If the Senate receives from the House of Representa-

18 tives a joint resolution introduced under subsection (a)

19 after the Senate has disposed of a Senate originated

20 resolution which is identical to the House passed joint

21 resolution, the action of the Senate with regard to the

22 disposition of the Senate originated joint resolution

23 shall be deemed to be the action of the Senate with

24 regard to the House originated joint resolution. If it is

25 not identical to the House passed joint resolution, then

HR 5835 RDS --- 32
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1 the Senate shall be considered to have passed the joint

2 resolution of the House as amended by the text of the

3 Senate joint resolution.".

4 PART 11—RELATED AMENDMENTS

5 SEC. 14111. TEMPORARY AMENDMENTS TO THE CONGRES-

6 SIONAL BUDGET ACT OF 1974.

7 Title VI of the Congressional Budget Act of 1974 is

8 amended to read as follows:

9 "TITLE VI—BUDGET AGREEMENT
10 ENFORCEMENT PROVISIONS
11 "SEC. 601. DEFINITIONS.

12 "As used in this title and for purposes of the Balanced

13 Budget and Emergency Deficit Control Act of 1985:

14 "(1) MAXIMUM DEnCIT AMOUNT.—The term

15 'maximum deficit amount' means—

16 "(A) with respect to fiscal year 1991,

17 $302,300,000,000;

18 "(B) with respect to fiscal year 1992,

19 $276,800,000,000;

20 "(C) with respect to fiscal year 1993,

21 $189,700,000,000;

22 "(D) with respect to fiscal year 1994,

23 $58,100,000,000; and

24 "(E) with respect to fiscal year 1995,

25 $18,700,000,000.
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1 "(2) DISCRETIONARY SPENDING LIMIT.—The

2 term 'discretionary spending limit' means—

3 "(A) with respect to fiscal year 1991—

4 "(i) for the defense category:

5 $288,918,000,000 in new budget authority

8 and $297,659,000,000 in outlays;

7 "(ii) for the international category:

8 $20,100,000,000 in new budget authority

9 and $18,600,000,000 in outlays; and

10 "(iii) for the domestic category:

11 $182,700,000,000 in new budget authority

12 and $198,100,000,000 in outlays;

13 "(B) with respect to fiscal year 1992—

14 "(i) for the defense category:

15 $291,643,000,000 in new budget authority

16 and $295,744,000,000 in outlays;

17 "(ii) for the international category:

18 $20,500,000,000 in new budget authority

19 and $19,100,000,000 in outlays; and

20 "(iii) for the domestic category:

21 $191,300,000,000 in new budget authority

22 and $210,100,000,000 in outlays;

23 "(0) with respect to fiscal year 1993—
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1 "(i) for the defense category:

2 $291,785,000,000 in new budget authority

3 and $292,686,000,000 in outlays;

4 "(ii) for the international category:

5 $21,400,000,000 in new budget authority

6 and $19,600,000,000 in outlays; and

7 "(iii) for the domestic category:

8 $198,300,000,000 in new budget authority

9 and $221,700,000,000 in outlays;

10 "(B) with respect to fiscal year 1994, for the

11 discretionary category: $510,800,000,000 in new

12 budget authority and $534,800,000,000 in out-

13 lays; and

14 "(E) with respect to fiscal year 1995, for the

15 discretionary category: $517,700,000,000 in new

16 budget authority and $540,800,000,000 in out-

17 lays.

18 "SEC. 602. 5-YEAR BUDGET RESOLUTIONS.

19 "In the case of any concurrent resolution on the budget

20 for fiscal year 1992, 1993, 1994, or 1995, that resolution

21 shall set forth appropriate levels for the fiscal year beginning

22 on October 1 of the calendar year in which it is reported and

23 for each of the 4 succeeding fiscal years.

24 "SEC. 603. COMMITTEE ALLOCATIONS AND ENFORCEMENT.

25 "(a) COMMITTEE SPENDING ALLOCATIONS.—
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1 "(1) HOUSE OF REPRESENTATIVES.—

2 "(A) ALLOCATION AMONG COMMITTEES.—

3 The joint explanatory statement accompanying a

4 conference report on a budget resolution shall in-

5 dude allocations, consistent with the resolution

6 recommended in the conference report, of the ap-

7 propriate levels (for each fiscal year covered by

8 that resolution and a total for all such years) of—

9 "(i) total new budget authority,

10 "(ii) total entitlement authority, and

11 "(iii) total outlays;

12 among each committee of the House of Repre-

13 sentatives that has jurisdiction over legislation

14 providing or creating such amounts.

15 "(B) No DOUBLE COUNTING.—Any item al-

16 located to one committee of the House of Repre-

17 sentatives may not be allocated to another such

18 committee.

19 "(C) FURTHER DIVISION OF AMOUNTS.—

20 The amounts allocated to each committee for each

21 fiscal year, other than the Committee on Appro-

22 priations, shall be further divided between

23 amounts provided or required by law on the date

24 of filing of that conference report and amounts not

25 so provided or required. The amounts allocated to
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1 the Committee on Appropriations for each fiscal

2 year shall be further divided between discretion-

3 ary and mandatory amounts or programs, as

4 appropriate.

5 "(2) SENATE ALLOCATION AMONG COMMIT-

6 TEES.—The joint explanatory statement accompanying

7 a conference report on a budget resolution shall include

8 an allocation, consistent with the resolution recom-

9 mended in the conference report, of the appropriate

10 levels of—

11 "(A) total new budget authority, and

12 "(B) total outlays;

13 among each committee of the Senate that has jurisdic-

14 tion over legislation providing or creating such

15 amounts.

16 "(3) AMOUNTS NOT ALLOCATED.—If a commit-

17 tee receives no allocation of new budget authority, en-

18 titlement authority, or outlays, that committee shall be

19 deemed to have received an allocation equal to zero for

20 new budget authority, entitlement authority, or out-

21 lays.

22 "(b) SUBALLOCATIONS BY THE APPROPRIATIONS COM-

23 MITTEES.—

24 "(1) INITIAL SUBALLOCATIONS.—As soon as

25 practicable after a budget resolution is agreed to, the
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1 Committee on Appropriations of each House (after con-

2 suiting with the Committee on Appropriations of the

3 other House) shall suballocate each amount allocated

4 to it for the budget year under subsection (aXl)(C)

5 among its subcommittees.

6 "(2) FILING.—Each Committee on Appropriations

7 shall promptly report to its House suballocations made

8 or revised under this subsection.

9 "(c) APPLICATION OF SECTION 302 (F) TO THIS SEC-

10 TION.—In fiscal years through 1995, reference in section

11 302(0 to the appropriate allocation made pursuant to section

12 302(b) for a fiscal year shall, for purposes of this section, be

13 deemed to be a reference to any allocation made under sub-

14 section (a) or any suballocation made under subsection (b), as

15 applicable, for the budget year or for the total of all fiscal

16 years made by the joint explanatory statement accompanying

17 the applicable concurrent resolution on the budget.

18 "(d) APPLICATION OF SUBSECTIONS (a) AN!) (b) TO

19 FISCAL YEARS 1992 TO l995.—In the case of concurrent

20 resolutions on the budget for fiscal years 1992 through 1995,

21 allocations shall be made under subsection (a) instead of sec-

22 tion 302(a) and shall be made under subsection (b)instead of

23 section 302(b). For those fiscal years, all references in section

24 302 (c), (d), (e), and (0 to section 302(a) shall be deemed to

25 be to subsection (a) (including revisions made under section
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1 6O4) and all such references to section :302(b) shall be

2 deemed to be to subsection (b) (including revisions made

3 under section 604).".

4 "(e) PAY-AS-YOU-GO EXCEPTION.—Section 302(0(1)

5 shall not apply to any bill, resolution, or conference report

Gif—

7 "(A) the enactment of such bill or resolution

8 as reported;

9 "(B) the adoption and enactment of such

10 amendment; or

11 "(C) the enactment of such bill or resolution

12 in the form recommended in such conference

13 report,

14 would not increase the deficit set forth in the most re-

15 cently agreed to concurrent resolution on the budget

16 for any fiscal year: covered by that concurrent resolu-

17 tion.".

18 "SEC. 604. CONSIDERATION OF LEGISLATION BEFORE ADOP-

19 TION OF BUDGET RESOLUTION FOR THAT

20 FISCAL YEAR.

21 "(a) ADJUSTING SECTION 603 ALLOCATION OF DI5-

22 CRETIONARY SPENDING.—If a concurrent resolution on the

23 budget is not adopted by April 15, the chairman of the Corn-

24 mittee on the Budget of the House of Representatives and

25 the chairman of the Committee on the Budget of the Senate
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1 shall submit to their respective Houses, as soon as practica-

2 ble, a revised section 603(a) allocation to the Committee on

3 Appropriations of that House consistent with the discretion-

4 ary spending limits contained in the most recent budget sub-

5 mitted by the President under section 1105(a) of title 31,

6 United States Code.

7 "(b) As soon as practicable after a revised section 603(a)

8 allocation is submitted, the Committee on Appropriations of

9 each House shall make revised suballocations and promptly

10 report those revised suballocations to its House.

11 "SEC. 605. RECONCILIATION DIRECTIVES REGARDING PAY-AS-

12 YOU-GO REQUIREMENTS.

13 "(a) INSTRUCTIONS TO EFFECTUATE PAY-As-YOU-

14 Go.—If legislation providing for a net reduction in revenues

15 in any fiscal year (that, within the same measure, is not fully

16 offset in that fiscal year by reductions in direct spending) is

17 enacted, the Committee on the Budget of the House of Rep-

18 resentatives or the Senate may report, within 15 legislative

19 days during a Congress, a pay-as-you-go reconciliation direc-

20 tive in the form of a concurrent resolution—

21 "(1) specifying the total amount by which reve-

22 nues sufficient to eliminate the net deficit increase re-

23 suIting from that legislation in each fiscal year are to

24 be changed; and
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1 "(2) directing that the committees having jurisdic-

2 tion determine and recommend changes in the revenue

3 law, bills, and resolutions to accomplish a change of

4 such total amount.

5 "(b) CONSIDERATION OF PAY-AS-YOU-GO RECONCILI-

6 ATION DIRECT WE.—In the Senate, section 305(b) shall

7 apply to the reconciliation directive described in subsection

8 (a) in the same manner as if it were a concurrent resolution

9 on the budget.

10 "(c) CONSIDERATION OF PAY-AS-You-Go RECONCILI-

11 ATION LEGISLATION.—In the House of Representatives and

12 in the Senate, subsections (b) through (e) and (g) of section

13 310 shall apply in the same manner as if the reconciliation

14 directive described in subsection (a) were a concurrent resolu-

15 tion on the budget.

16 SEC. 606. APPLICATION OF SECIION 311.

17 "In the application of section 311(a) to any bill, resolu-

18 tion, amendment, or conference report, reference in section

19 311 to the appropriate level of total budget authority or total

20 budget outlays or appropriate level of total revenues set forth

21 in the most recently agreed to concurrent resolution on the

22 budget for a fiscal year shall be deemed to be a reference to

23 the appropriate level for that fiscal year and to the total of

24 the appropriate level for that year and the 4 succeeding

25 years.
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1 "SEC. 607. BUDGET RESOLUTIONS MUST CONFORM TO BAL.

2 ANCED BUDGET AND EMERGENCY DEFICIT

3 CONTROL ACT OF 1985.

4 "It shall not be in order in the House of Representa-

5 tives or the Senate to consider any concurrent resolution on

6 the budget for a fiscal year under section 301 that is incon-

7 sistent with the requirements of the Balanced Budget and

8 Emergency Deficit Control Act of 1985 that apply to that

9 fiscal year.".

10 "SEC. 608. EFFECTIVE DATES.

11 This title shall take effect upon its date of enactment

12 and shall apply to fiscal years 1991 to 1995.".

13 SEC. 14112. CONFORMING AMENDMENTS.

14 (a) CONFORMING AMENDMENTS TO THE CONGBES-

15 SIONAL BUDGET AND IMPOTINDMENT CONTBOL ACT OF

16 1974.—

17 (1) TABLE OF C0NTENT5.—Section 1(B) of the

18 Congressional Budget and Impoimdment Control Act of

19 1974 is amended to reflect the new section numbers and

20 headings created by this title.

21 (2) SECTION 3.—Section 3 of such Act is

22 amended—

23 (A) by striking paragraphs (6) through (10)

24 and by inserting the following:
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1 "(6) The term 'deficit' means, with respect to a

2 fiscal year, the amount by which outlays exceeds re-

3 ceipts during that year.

4 "(7) The term 'surplus' means, with respect to a

5 fiscal year, the amount by which receipts exceeds out-

6 lays during that year.

7 (3) SECTION 202.—Section 202(a)(1) and the

8 second sentence of 202(0(1) of such Act are amended

9 by striking "budget authority" and inserting "new

10 budget authority"

11 (4) Sc'rio 300.—Section 300 of such Act is

12 amended by striking "First Monday alter January 3"

13 and by inserting "First Monday in February".

14 (5) Sc'rio 304.—Section 304 of such Act is

15 amended by striking subsection (b) and by striking

16 "(c)" and inserting "(b)".

17 (6) SEcTIoN 301(i).—Section 301(i) of such Act

18 is repealed.

19 (7) Sc'rio 311(A).—Section 311(a) of such Act

20 is amended by striking "or, in the Senate" and all that

21 follows thereafter through "paragraph (2) of such sub-

22 section".

23 (8) SEcTIoN 904.—Section 904 of such Act is

24 amended by striking "and" after "ifi", by inserting ",
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1 V, and VT (except section 601)" after "IV", and by

2 striking "606,".

3 (b) CONFORMING AMENDMENT TO THE BALANCED

4 BUDGET AND EMERGENCY DEFICIT CONTROL ACT OF

5 1985.—Subsection (b) of section 275 of the Balanced Budget

6 and Emergency Deficit Control Act of 1985 is amended to

7 read as follows:

8 "(b) ExPIRATI0N.—Part C of this title, section 271(b)

9 of this Act, and sections 1105(f) and 1106(c) of title 31,

10 United States Code, shall expire September 30, 1995.".

11 (c) CONFORMING AMENDMENTS TO SECTION 1105 OF

12 TITLE 31, UNITED STATES CODE.—

13 (1) SECTION 1105(A).—Section 1105(a) of title

14 31, United States Code, is amended by striking "first

15 Monday after January 3" and by inserting "first

16 Monday in February"

17 (2) SECTION 1105(F).—Section 1105(f) of title 31,

18 United States Code, is amended to read as follows:

19 "(f) The budget transmitted pursuant to subsection (a)

20 for a fiscal year shall be prepared in a manner consistent with

21 the requirements of the Balanced Budget and Emergency

22 Deficit Control Act of 1985 that apply to that fiscal year.".

23 (d) CONFORMING AMENDMENTS TO THE RULES OF

24 THE HOUSE OF REPRESENTATIVES.—
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1 (1) CROSS-REFERENCE.—C1aUSe 1(e)(2) of rule X

2 of the Rules of the House of Representatives is amend-

3 ed by striking "(a)(4)".

4 (2) CROSS-REFERENCE.—Clause 1(e)(2) of rule X

5 of the House of Representatives is amended by striking

6 "Act, and any resolution pursuant to section 254(b) of

7 the Balanced Budget and Emergency Deficit Control

8 Act of 1985" and inserting "Act".

9 (3) ALL0CATI0Ns.—Clause 4(h) of rule X of the

10 House of Representatives is amended by inserting "or

11 section 603 (in the case of fiscal years 1991 through

12 1995)" after "section 302".

13 (4) MULTIYEAR REVENDE EsTIMATEs.—Clause

14 7(a)(1) of rule XIII of the House of Representatives is

15 amended by striking ", except that, in the case of

16 measures affecting the revenues, such reports shall re-

17 quire only an estimate of the gain or loss in revenues

18 for a one-year period".

19 (e) CONFORMING AMENDMENT TO THE STANDING

20 RULES OF THE SENATE.—Paragraph 1(e)(1) of rule XXV of

21 the Standing Rules of the Senate is amended by striking

22 "(a)(4)".
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1 Subtitle B—Permanent Amendments
2 to the Congressional Budget and
3 Impoundment Control Act of 1974
4 SEC. 14201. CREDIT ACCOUNTING.

5 Title V of the Congressional Budget Act of 1974 is

6 amended to read as follows:

7 "TITLE V—CREDIT ACCOuNTING

8 "SEC. 501. COST OF LOANS.

9 "As used in this title, the term 'cost' or 'cost of loans'

10 means the cost to the Government of any loan (that is, any

11 direct loan or loan guarantee), including the cost of, and re-

12 ceipts from, insurance purchased by the Government, except

13 indirect costs such as administrative costs or any effect on

14 receipts,and shall be calculated as follows:

15 "(1) DIRECT LOANS.—For a direct loan to the

16 public made by the Government, the difference be-

17 tween the face value of the loan and the net present

18 value of—

19 "(A) the repayments of principal; and

20 "(B) payments of interest and other pay-

21 ments;

22 to the Government by the borrower over the life of the

23 loan, after adjusting for estimated defaults, prepay-

24 ments, fees, penalties, and any other recoveries.
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1 "(2) Lo GUkBANTEES.—For a loan made by a

2 non-Federal borrower that is guaranteed as to principal

3 or interest, in whole or in part, by the Government,

4 the net present value of (A) estimated payments by the

5 Government to cover defaults, interest subsidies, or

6 other costs, and (B) receipts (such as origination and

7 other fees, penalties, and other recoveries) by the

8 Government.

9 "(3) ACTIONS THAT ALTER COSTS.—Afly Gov-

10 ernment action that alters estimated loan costs (except

11 modifications within the terms of a loan contract) shall

12 be accounted as increasing or decreasing, as the case

13 may be, the cost to the Government of such loans.

14 "(4) DISCOUNT RATE.—The estimated average

15 interest rate on new issues of Treasury securities of

16 similar maturity to the loans being estimated shall be

17 used as the discount to present value.

18 "SEC. 502. BUDGETARY ACCOUNTING.

19 "(a) NEW BUDGET AUTHORITY.—The authority to

20 incur new direct loan obligations, make new loan guarantee

21 commitments, or directly or indirectly alter the costs of out-

22 standing loans is new budget authority in an amount equal to

23 the cost (as defined in section 501), in the fiscal year in which

24 definite authority becomes available or in which indefinite au-

25 thority is used.
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1 "(b) OUTLAYS.—Outlays resulting from, and equal in

2 amount to, the amount of new budget authority referred to in

3 subsection (a) that is obligated shall be recorded in the fiscal

4 year in which a loan is disbursed or its cost altered.

5 "(c) RESIDUAL CASH FLOW.—

6 "(1) IN GENERAL.—AIl flows of cash resulting

7 from Federal loan contracts other than the outlays re-

8 corded pursuant to subsection (b) shall be a means of

9 financing the deficit.

10 "(2) REESTIMATES.—WheneVer the estimate of

11 the cost of loan obligations or commitments already

12 made for a given program cohort differs from the esti-

13 mate used when the loans were made, that reestimate

14 shall immediately be reflected in the budget as a

15 change in program costs and as a change in net

16 interest.

17 "(3) IMPLEMENTATION.—In order to effectuate

18 the accounting required by the previous provisions of

19 this section, (A) the President is authorized to establish

20 such nonbudgetary accounts as may be appropriate,

21 and (B) the Secretary of the Treasury shall borrow

22 from, receive from, lend to, or pay to such accounts

23 such amounts as may be appropriate.
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1 "SEC. 503. CONGRESSIONAL CONTROL OF LOAN COSTS.

2 "(a) APPROPRIATION REQuIRED.—Notwithstanding

3 any other provision of law, new direct loan obligations may

4 be incurred and new loan guarantee commitments may be

5 - made after September 30, 1991, only to the extent that ap-

6 propriations of new budget authority to cover their costs are

7 made, or authority is otherwise provided, in appropriation

8 Acts enacted after January 1, 1991.

9 "(b) EXEMPTION FOR MANDATORY PROGAMS.—SUb-

10 section (a) shall not apply to any loan program that consti-

11 tutes a spending requirement, and all existing programs

12 funded through the Commodity Credit Corporation.

13 "SEC. 504. EXECUTIVE BRANCH COST ESTIMATES.

14 "(a) IN GENERAL.—FOr the executive branch, all esti-

15 mates required by this title shall be made by the Director of

16 the Office of Management and Budget after consultation with

17 the agencies that administer loan programs (or, if such au-

18 thority is delegated, by those agencies), and shall be based

19 upon written guidelines, regulations, Or criteria (consistent

20 with the definitions in this title) established by the Director

21 after consultation with Secretary of the Treasury and the Di-

22 rector of the Congressional Budget Office.

23 "(b) IMPROVING COST ESTIMATES.—The Office of

24 Management and Budget and the Congressional Budget

25 Office shall work together to develop accurate data on the



1013

1 -historical performance of loan programs. They shall annually

2 review loan portfolios to improve estimates of loan costs.

3 "(c) ACCESS TO DATA.—The Office of Management

4 and Budget, the Treasury, and the Congressional Budget

5 Office shall have access to all agency data that may facilitate

6 the development or improvement of loan cost estimates.

7 "SEC. 505. BUDGET PRESENTATION OF COSTS.

8 "(a) ADMINISTRATIVE EXPENSE s.—A11 funding for an

9 agency's administration of a loan program shall be displayed

10 as distinct and separately identified subaccounts within the

11 same budget account as the program's loan cost, but appro-

12 priation Acts may transfer funding for those administrative

13 costs to other accounts.

14 "(b) LOAN COSTS BEFORE FISCAL YEAR 1992.—The

15 Office of Management and Budget shall, to the extent possi-

16 ble, make summary estimates of loan costs incurred in years

17 before fiscal year 1992 and shall make such information

18 available to supplement or adjust (as appropriate) historical

19 data for such years.

20 "SEC. 506. EFFECTIVE DATES.

21 "(a) PRESIDENT'S BUDGET.—This title shall apply to

22 budget estimates for loans to be obligated in fiscal year 1992

23 and thereafter presented in the budgets submitted by the

24 President under section 1105(a) of title 31, United States

25 Code, after the enactment of this title.
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1 "(b) CONGRESSIONAL BUDGET.—ThiS title shall apply

2 to budget estimates for loans to be obligated ii fiscal year

3 1992 and thereafter contained ii concurrent resolutions on

4 the budget for fiscal years 1992 and thereafter.

5 "(c) LOANS OBLIGATED BEFORE FISCAL YEAR

6 1992.—Net costs of loans Gbligated before fiscal year 1992

7 shall be shown iii the budget on a cash basis. This subsection

8 shall be deemed to provide authority to make any payments

9 required to be made on such loan contracts.

10 "SEC. 507. STUDY OF FEDERAL INSURANCE ACCOUNTING.

11 "The Director of the Office of Management and Budget

12 and the Director of the Congressional Budget Office shall

13 each study whether the accounting for Federal deposit insur-

14 ance programs should be on a cash basis, on the same basis

15 as loan guarantees, or on some other basis. Each Director

16 shallreport fiiithngs and recommendations to the President

17 and the Congress by August 31, 1991.".

18 Subtitle C—Social Security
19 SEC. 14301. OFF-BUDGET STATUS OF OASDI TRUST FUNDS.

20 Notwithstanding any other provision of law, the receipts

21 (excluding iiiterest on obligations described in section 201(d)

22 of the Social Security Act) and disbursements of the Federal

23 Old-Age and Survivors Insurance Trust Fund and the Feder-

24 al Disability Insurance Trust Fund shall not be counted as



1015

1 new budget authority, outlays, receipts, or deficit or surplus

2 for purposes of—

3 (1) the budget of the United States Government

4 as submitted by the President,

5 (2) the congressional budget, or

6 (3) the Balanced Budget and Emergency Deficit

7 Control Act of 1985.

8 SEC. 14302. PROTECTION OF OASDI TRUST FUNDS.

9 (a) IN GENERAL.—(1) It shall not be in order in the

10 House of Representatives or the Senate to consider any bill

11 or resolution, or any amendment thereto or conference report

12 thereon, if—

13 (A) upon enactment—

14 (i) such legislation under consideration would

15 provide for a net increase in OASDI benefits of at

16 least 0.02 percent of the present value of future

17 taxable payroll for the 75-year period utilized in

18 the most recent annual report of the Board of

19 Trustees provided pursuant to section 201(c)(2) of

20 the Social Security Act, or

21 (ii) the net increase in OASDI benefits (for

22 the 5-year period consisting of the fiscal year in

23 which such legislation under consideration would

24 be effective and the next 4 fiscal years) provided

25 by such legislation under consideration, together
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1 with the 5-year net increases in OASDI benefits

2 resulting from previous legislation enacted during

3 that fiscal year or any of the previous 4 fiscal

4 years (as estimated at the time of enactment), ex-

S ceeds $250,000,000,

6 and such legislation under consideration does not pro-

7 vide at least a net increase, for the same period re-

8 ferred to in clause (i) or (ii), in OASDI taxes of the

9 amount by which the net increase in such benefits ex-

10 ceeds the amount specified in such clause; or

11 (B) upon enactment—

12 (i) such legislation under consideration would

13 provide for a net decrease in OASDI taxes of at

14 least 0.02 percent of the present value of future

15 taxable payroll for the 75-year period utilized in

16 the most recent annual report of the Board of

17 Trustees provided pursuant to section 201(c)(2) of

18 the Social Security Act, or

19 (ii) the net decrease in OASDI taxes (for the

20 5-year period consisting of the fiscal year in

21 which such legislation under consideration would

22 be effective and the next 4 fiscal years) provided

23 by such legislation under consideration, together

24 with the 5-year net decrease in OASDI taxes re-

25 suIting from previous legislation enacted during
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1 that fiscal year or any of the previous 4 fiscal

2 years (as estimated at the time of enactment),

3 exceeds $250,000,000,

4 and such legislation under consideration does• not pro-

5 vide at least a net decrease, for the same period re-

6 ferred to in clause (i) or (ii), in OASDI benefits of the

7 amount by which the net decrease in such taxes ex-

8 ceeds the amount specified in such clause.

9 (2) In applying subparagraph (B) of paragraph (1), any

10 provision of any bill or resolution, or any amendment thereto,

11 or conference report thereon, the effect of which is to provide

12 for a net decrease for any period in taxes described in para-

13 graph (3)(B)(i) shall be disregarded if such bill, resolution,

14 amendment, or conference report also includes a provision

15 the effect of which is to provide for a net increase of at least

16 an equivalent amount for such period in medicare taxes.

17 (3) For purposes of this subsection:

18 (A) The term "OASDI benefits" means the bene-

19 fits under the old-age, survivors, and disability insur-

20 ance programs under title II of the Social Security

21 Act.

22 (B) The term "OASDI taxes" means—

23 (i) the taxes imposed under sections 1401(a),

24 3101(a), and 3111(a) of the Internal Revenue

25 Code of 1986, and
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1 (ii) the taxes imposed under chapter 1 of

2 such Code (to the extent attributable to section 86

3 of such Code).

4 (C) The term "medicare taxes" means the taxes

5 imposed under sections 1401(b), 3101(b), and 3111(b)

6 of the Internal Revenue Code of 1986.

7 (B) The term "previous legislation" shall not in-

8 dude legislation enacted before fiscal year 1991.

9 (E) No provision of any bill or resolution, or any

10 amendment thereto or conference report thereon, in-

11 volving a change in chapter 1 of the Internal Revenue

12 Code of 1986 shall be treated as affecting the amount

13 of OASDI taxes referred to in subparagraph (B)(ii)

14 unless such provision changes the income tax treat-

15 ment of OASDI benefits.

16 (b) ExERcISE OF RULEMAKING POwER OF THE

17 HOUSE OF REPRESENTATIVES AND THE SENATE.—Sub-

18 section (a) is enacted by the Congress—

19 (1) as an exercise of the rulemaking power of the

20 House of Representatives and the Senate, respectively,

21 and as such they shall be considered as a part of the

22 rules of each House, respectively, or of that House to

23 which they specifically apply, and such rules shall su-

24 persede other rules only to the extent that they are in-

25 consistent therewith; and
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1 (2) with full recognition of the constitutional right

2 of either House to change such rules (so far as relating

3 to such House) at -any time, in the same manner, and

4 to the same extent as in the case of any other rule of

5 such House.

6 SEC. 14303. REPORT TO THE CONGRESS BY THE BOARD OF

7 TRUSTEES OF THE OASDI TRUST FUNDS RE-

8 GARDING THE ACTUARIAL BALANCE OF THE

9 TRUST FUNDS.

10 Section 201(c) of the Social Security Act (42 U.s.c.

11 40 1(c)) is amended by inserting after the first sentence fol-

12 lowing clause (5) the following new sentence: "Such state-

13 ment shall include a finding by the Board of Trustees as to

14 whether the Federal Old-Age and Survivors Insurance Trust

15 Fund and the Federal Disability Insurance Trust Fund, mdi-

16 vidually and collectively, are in close actuarial balance- (as

17 defined by the Board of Trustees).".

18 SEC. 14304. EFFECTIVE DATE.

19 Sections 14301 and 14302, and any amendments made

20 by such sections, shall apply with respect to fiscal years be-

21 ginning on or after October 1, 1991. Section 14303 shall be

22 effective for annual reports of the Board of Trustees issued in

23 or after calendar year 1991.
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i Subtitle D—Treatment of Fiscal Year
2 1991 Sequestration
3 SEC. 14401. RESTORATION OF FUNDS SEQUESTERED.

4 (a) ORDER REscIED.—Upon the enactment of this

5 Act, the orders issued by the President on August 27, 1990,

6 and October 15, 1990, pursuant to section 252 of the Bal-

7 anced Budget and Emergency Deficit Control Act of 1985

8 are hereby rescinded.

9 (b) AMOUNTS RESTORED.—AJly action taken to imple-

10 ment the orders referred to in subsection (a) shall be re-

11 versed, and any sequestrable resource that has been reduced

12 or sequestered by such orders is hereby restored, revived, or

13 released and shall be available to the same extent and for the

14 same purpose as if the orders had not been issued.

is Subtitle E—Government-sponsored
16 Enterprises
17 SEC. 14501. FINANCIAL SAFETY AND SOUNDNESS OF GOVERN-

18 MENT-SPONSORED ENTERPRISES.

19 (a) DEFIMTION.—For purposes of this section, the

20 terms "Government-sponsored enterprise" and "GSEs"

21 mean the Farm Credit System (including the Farm

22 Credit Banks, Banks for Cooperatives, Federal Agricultural

23 Mortgage Corporation, and Farm Credit Insurance Corpora-

24 tion), the Federal Home Loan Bank System, the Federal

25 Home Loan Mortgage Corporation, the Federal National
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1 Mortgage Association, and the Student Loan Marketing

2 Association.

3 (b) TREASURY DEPARTMENT STUDY AND PROPOSED

4 LEGISLATIoN.—

5 (1) The Department of the Treasury shall prepare

6 and submit to Congress no later than April 30, 1991,

7 a study of GSEs and recommended legislation.

8 (2) The study shall include anY objective assess-

9 ment of the financial soundness of USEs, the adequacy

10 of the existing regulatory structure for GSEs, and the

11 financial exposure of the Federal Government posed by

12 GSEs.

13 (c) CONGRESSIONAL BUDGET OFFICE STUDY.—

14 (1) The Congressional Budget Office shall prepare

15 and submit to Congress no later than April 30, 1991,

16 a study of GSEs.

17 (2) The study shall include an analysis of the fi-

18 nancial risks each GSE assumes, how Congress may

19 improve its understanding of those risks, the supervi-

20 sion and regulation of GSEs' risk management, and

21 the financial exposure of the Federal Government

22 posed by GSEs. The study shall also include an analy-

23 sis of alternative models for oversight of GSEs and of

24 the costs and benefits of each alternative model to the
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1 Government and to the markets and beneficiaries

2 served by GSEs.

3 (d) ACCESS TO RELEVANT INFORMATION.—

4 (1) For the studies required by this section, each

5 USE shall provide full and prompt access to the Secre-

6 tary of the Treasury and the Director of the Congres-

7 sional Budget Office to its books and records and other

8 information requested by the Secretary of the Treasury

9 or the Director of the Congressional Budget Office.

10 (2) In preparing the studies required by this sec-

11 tion, the Secretary of the Treasury and the Director of

12 the Congressional Budget Office may request informa-

13 tion from, or the assistance of, any Federal department

14 or agency authorized by law to supervise the activities

15 of a GSE.

16 (e) CONFIDENTIALITY OF RELEVANT INFORMATION.—.

17 (1) The Secretary of the Treasury and the Direc-

18 tor of the Congressional Budget Office shall determine

19 and maintain the confidentiality of any book, record, or

20 information made available by a GSE under this sec-

21 tion in a manner consistent with the level of confiden-

22 tiality established for the material by the GSE

23 involved.

24 (2) The Department of the Treasury and the Con-

25 gressional Budget Office shall be exempt from section
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1 552 of title 5, United States Code, for any book,

2 record, or information ma4e available under subsection

3 (d) and determined by the Secretary of the Treasury or

4 the Director of the Congressional Budget Office, as ap-

5 propriate, to be confidential under this subsection.

6 (3) Any officer or employee of the Department of

7 the Treasury or the Congressional Budget Office shall

8 be subject to the penalties set forth in section 1906 of

9 title 18, United States Code, if—

10 (A) by virtue of his or her employment or of-

11 ficial position, he or she has possession of or

12 access to any book, record, or information made

13 available under and determined to be confidential

14 under this section; and

15 (B) he or she discloses the material in any

.16 manner other than—

17 (i) to an officer or employee of the De-

18 partment of the Treasury or the Congres-

19 sional Budget Office; or

20 (ii) pursuant to the exception set forth

21 in such section 1906.

22 (f) REQUIREMENT TO REPORT LEGISLATION.—The

23 committees of jurisdiction in the House and Senate shall pre-

24 pare and report to the House and Senate, respectively, no

25 later than September 15, 1991, legislation to ensure the fi-
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1 nancial soundness of GSEs and to minimize the possibility

2 that a GSE might require future assistance from the Govern-

3 ment.

Passed the House of Representatives October 16,

1990.

Attest:

Clerk.

0 PTintcd on rcyc.d

r U.S. Government Printing Office-1993—357-843
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