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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This 5 volume compilation contains historical documents pertaining to P.L. 101-508,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:

Committee reports

Differing versions of key bills
The Public Law

Legislative history
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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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Calendar No. 992
10182’1‘ (éONGRESS S 3209

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

IN THE SENATE OF THE UNITED STATES

OcTOBER 16 (legislative day, OCTOBER 2), 1990

Mr. SasSER, from the Committee on the Budget, reported without recommenda-
tion the following original bill; which was read twice and placed on the cal-
endar

A BILL

To provide for reconciliation pursuant to section 4 of the
concurrent resolution on the budget for the fiscal year 1991.
1 Be it enacted by the Senate and House of Representa-
twes of the United States of America in Congress assembled,
SECTION 1. SHOR’I‘NTITLE.
This Act may be cited as the “Omnibus Budget Recon-
ciliation Act of 1990”.
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SEC. 2. TABLE OF CONTENTS.

Title I—Committee on Agriculture, Nutrition, and Forestry.

Title II—Committee on Banking, Housing, and Urban Affairs,
Title III—Committee on Commerce, Science, and Transportation.
Title IV—Committee on Energy and Natural Resources.
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Title V—Committee on Environment and Public Works.
Title VI—Committee on Finance—Spending Reductions.
Title VII—Committee on Finance—Revenues.

Title VIH—Committee on Governmental Affairs.

Title IX—Committee on the Judiciary.

Title X—Committee on Labor and Human Resources.
Title XI—Committee on Veterans' Affairs.
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TITLE VI—-NON-REVENUE PROVI-
SIONS OF THE COMMITTEE ON
FINANCE

SEC. 6000. AMENDMENT OF THE SOCIAL SECURITY ACT,
TABLE OF CONTENTS.

(2) AMENDMENT OF THE SOCIAL SECURITY Actr.—
Except as otherwise expressly provided, whenever in this
title an amendment or repeal is expressed 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 Social Security Act.

(b) TABLE oF CONTENTS.—

TITLE VI-NON-REVENUE PROVISIONS OF THE COMMITTEE ON
FINANCE

Sec. 6000. Amendment of the Social Security Act; table of contents.
Subtitle A—Income Security

ParT I—CHILD SUPPORT ENFORCEMENT

Sec. 6001. IRS intercept for non-AFDC families.
Sec. 6002. Commission on interstate child support.

ParT II—SUPPLEMENTAL SECURITY INCOME

Sec. 6010. Continuation of medicaid eligibility under section 1619(b) past age 65.

Sec. 6011. Exclusion from income of impairment-related work expenses.

Sec. 6012. Treatment of royalties and honoraria as earned income.

Sec. 6013. Evaluation by pediatrician in child disability determinations.

Sec. 6014. Concurrent SSI and food stamp applications by institutionalized individ-
uals.

Sec. 6015. Reimbursement for vocational rehabilitation services furnished during
certain months of nonpayment of supplemental security income
benefits.

Sec. 6016. Certain non-cash contributions received by recipients of SSI benefits ex-
cluded from income. .

Sec. 6017. Certain trusts not to be counted as a resource available to the recipient;
trust not income in month in which it is established.

Sec. 6018. Notification of certain individuals eligible to receive retroactive benefits.

ParT IHI—A1p TO FaMiLIES WiTH DEPENDENT CHILDREN
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Optional monthly reporting and retrospective budgeting.

Children receiving foster care maintenance or adoption assistance pay-
ments not treated as member of family unit for purposes of deter-
mining eligibility for, or amount of, AFDC benefit.

Elimination of term legal guardian.

Reporting of child abuse and neglect.

Disclosure of information about AFDC applicants and recipients author-
ized for purposes directly connected to State foster care and adop-
tion assistance programs. '

Repatriation.

Good cause exception to required cooperation for transitional child care
benefits.

Technical correction regarding penalty for failure to participate in
JOBS program.

Technical correction regarding AFDC-UP eligibility requirements.

Technical amendments to national commission on children.
Family support act demonstration projects.
Study of JOBS programs operated by Indian tribes and Alaska Native
organizations.
Proposed emergency assistance and AFDC special needs regulations.

ParT IV—CHILD WELFARE AND FosteEr CARE; CHILD CARE

6040
6041
6042
6043

. Clarification of terminology relating to administrative costs.
. Section 427 triennial reviews.

. Independent living initiatives.

. Grants to States for child care.

ParT V—OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE

6050
6051

6052.

6053.
6054.
6055.
6056.

6057.
6058.
6059.
6060.
6061.
6062.
6063.

6064.
6065.

. Continuation of disability benefits during appeal.

. Repeal of special disability standard for widows and widowers.

Dependency requirements applicable to a child adopted by a surviving
spouse.

Representative payee reforms.

Fees for representation of claimants in administrative proceedings.

Applicability of administrative res judicata; related notice requirements.

Demonstration projects relating to accountability for telephone service
center communications.

Telephone access to the Social Security Administration.

Amendments relating to social security account statements.

Trial work period during rolling five-year period for all disabled benefi-
ciaries.

Continuation of benefits on account of participation in a non-State voca-
tional rehabilitation program.

Limitation on new entitlement to special age-72 payments.

Elimination of advanced crediting to the trust funds of Social Security
payroll taxes and revenues from taxation of Social Security bene-
fits.

Elimination of eligibility for retroactive benefits for certain individuals
eligible for reduced benefits.

Consolidation of old methods of computing primary insurance amounts.

Suspension of dependent’s benefits when the worker is in an extended
period of eligibility.

Subtitle B—Médicare
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ParT 1—PrOVISIONS RELATING ONLY TO PaRT A

Reductions in payments for capital-related costs of inpatient hospital
services.

Prospective payment hospitals.

Reduction in indirect medical education payments.

PPS exempt hospitals.

Expansion of hospice benefit.

Miscellaneous and technical amendments relating to part A.

ParT 2—PRrOVISIONS RELATING ONLY TO ParT B
SUBPART A—PAYMENT FOR PHYSICIANS' SERVICES

Reductions in payments for overvalued procedures.
Radiology services. '
Anesthesia services.

Pathology services.

Update for physicians’ services.

New physicians.

Assistants at surgery.

Advance determinations by carriers.

Limitation on beneficiary liability.

Statewide fee schedule areas for physicians’ services.
Technical corrections relating to physician payment.
Billing for services of substitute physician.

Study of prepayment medical review screens.
Utilization screens for physician visits in rehabilitation hospitals.
Study of high volume payment adjustment.

SUBPART B—PAYMENTS FOR OTHER ITEMS AND SERVICES

Hospital outpatient services.

Clinical diagnostic laboratory services.
Durable medical equipment.

Orthotics and prosthetics.

SUBPART C—MISCELLANEOUS PROVISIONS

Community mental health centers.

Extension of Alzheimer’s disease demonstration projects.

Certified registered nurse anesthetists.

Federally qualified health centers and rural health clinics.

Separate payment under part B for services of certain health profession-
als.

New technology IOL's.

Rural nursing incentives.

ParT 3—PrOVISIONS RELATING TO PARTS A AND B

End-stage renal disease services.

Staff-assisted home dialysis.

Medicare as secondary payer.

Health maintenance organizations.

Peer review organizations.

Improvements in and simplification of medigap policies.
Technical and miscellaneous provisions relating to parts A and B.
. Living wills and other advance directives.
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ParT 4—PrOVISIONS RELATING TO PREMIUMS, DEDUCTIBLES, AND

6161.
6162.
6163.

6201.

6211.

6221.

6222.

6231.

6241.
6242.
6243.

COINSURANCE

Part B premium.
Change in Part B deductible.
20 Percent coinsurance for clinical diagnostic laboratory tests.

Subtitle C—Medicaid

Part I—PrescripTION DrUG DISCOUNTS

Reimbursement for prescribed drugs under medicaid.

Pagt II—PURCHASE OF PRIVATE INSURANCE

States required to pay premiums, deductibles, and coinsurance for pri-
vate health insurance coverage for medicaid beneficiaries where
cost effective.

Parr III—Low IncoME ELDERLY

1-year acceleration of and increase in option amount for buy-in of pre-
miums and cost sharing for indigent medicare beneficiaries.

Delay in counting Social Security COLA increases until new poverty
guidelines implemented.

Parr IV—CHiLp HEALTH
Medicaid child health provisions.

Partr V—HoME AND COMMUNITY-BASED SERVICES

Home and community-based care as optional service.
Community supported living arrangements services.
Medicaid coverage of personal care services outside the home.

Part VI—Nursing HOME REFORM

6251. Medicaid nursing home reform provisions.

Parr VII—MisceELLANEOUS AND TECHNICAL PrOVISIONS

6261. Demonstration projects to study the effect of allowing States to extend

6262.
6263.

6264.
6265.
6266.

6267.
6268.

6269.

6270

medicaid coverage to certain low-income families not otherwise
qualified to receive medicaid benefits.

Medicaid respite demonstration project extended.

Demonstration project to provide medicaid coverage for HIV-positive
individuals, and certain pregnant women determined to be at risk
of contracting the HIV virus.

Menta! health facility certification demonstration project.

Optional State medicaid disability determinations independent of the
Social Security Administration.

Medically needy income levels for certain member families.

Medicaid spenddown option.

Limitation on disallowances or deferral of Federal financial participation
for certain inpatient psychiatric hospital services for individuals
under age 21.

5-year extension of certain waiver.

. Medicaid long-term care insurance demonstration project.
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6271. Medicaid coverage of alcoholism and drug dependency treatment serv-
ices.

6272. Home and community-based waivers.

6273. Medicaid provisions relating to health maintenance organizations.

6274. State flexibility in identifying and paying disproportionate share hospi-
tals.

6275. Extension of provision on voluntary contributions and provider-specific
taxes.

6276. Prohibition on waiving reasonable and adequate payment rates.

Subtitle' D—Trade Provisions
Part I—CusToMs User FEES
6301. Customs user fees.

ParT II-—TECHNICAL CORRECTIONS

6311. Technical amendments to the Harmonized Tariff Schedule.
6312. Technical amendments to certain customs laws.

Subtitle E—Pension Benefit Guarantee Corporation Premiums
6401. Increase in premium rates.

Subtitle F—Child Care and Development Block Grant
6501. Child Care and Development Block Grant.

Subtitle A—Income Security
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PART II—SUPPLEMENTAL SECURITY INCOME
SEC. 6010. CONTINUATION OF MEDICAID ELIGIBILITY UNDER
SECTION 1619(b) PAST AGE 65.

(a) IN GENERAL.—Paragraph (1) of section 1619(b) (42
U.S.C. 1382h(b)) is amended in the matter preceding sub-
paragraph (A) by striking ‘“‘under age 65”.

() ErrecTIVE DATE.—The amendment made by sub-
section (a) shall apply with respect to benefits payable for
months beginning after the date of the enactment of this Act.
SEC. 6011. EXCLUSION FROM INCOME OF IMPAIRMENT-RELAT-

ED WORK EXPENSES.

(a) IN GENERAL.—Section 1612(b)(4)(B)i) (42 U.S.C.
1382a(b)(4)(B)(ii)) 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 eligibility)”.

(b) EFFECTIVE DATE.—The amendment made by sub-
section (a) shall apply to benefits payable for calendar months

beginning after the date of the enactment of this Act.

S 3209 PCS
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SEC. 6012. TREATMENT OF ROYALTIES AND HONORARIA AS

EARNED INCOME.

(@) IN GENERAL.—Section 1612(a) (42 U.S.C.
1382a(a)) is amended—

(1) in paragraph (1)—

(A) in subparagraph (C), by striking *“; and”
at the end of the subparagraph and inserting a
semicolon; and

(B) by inserting after subparagraph (D) the
following new subparagraph:

“(E) any royalty which is earned in connec-
tion with any publication of the work of an indi-
vidual or any portion of any honorarium which is
received for services rendered; and’’; and
(2) in subparagraph (F) of paragraph (2), by in-

serting before the period “, other than royalties de-

scribed in paragraph (1)(E) of this subsection”.

(b) EFFECTIVE DATE.—The amendments made by this
section shall apply with respect to benefits for months begin-
ning on or after the first day of the 18th calendar month
following the month in which this Act is enacted.

SEC. 6013. EVALUATION BY PEDIATRICIAN IN CHILD DISABIL-
ITY DETERMINATIONS.

Section 1614(a)(3) (42 U.S.C. 1382¢(a)(3) is amended

by adding at the end the following new subparagraph:

S 3209 PCS
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“(H) In making determinations with respect to disability

of a child under the age of 18 under this title, the Secretary
shall make reasonable efforts to ensure that a qualified pedia-
trician or other individual who specializes in a field of medi-
cine appropriate to the disability of such child (as determined
by the Secretary) evaluates the case of such child.”.

(b) ErrecTIvE DATE.—The amendment made by sub-
section (a) shall apply to determinations made in or after the
sixth month beginning after the date of the enactment of this
Act.

SEC. 6014. CONCURRENT SSI AND FOOD STAMP APPLICATIONS
BY INSTITUTIONALIZED INDIVIDUALS.

Section 1631(m) (42 U.S.C. 1383(m)) is amended by
striking the second sentence and inserting the following new
sentence: ‘“The Secretary and the Secretary of Agriculture
shall develop a procedure under which an individual who ap-
plies for supplemental security income benefits under this
subsection shall also be permitted to apply at the same time

for participation in the food stamp program authorized under

the Food Stamp Act of 1977 (7 U.S.C. 2011 et seq.).”.

S 3209 PCS
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‘SEC. 6015. REIMBURSEMENT FOR VOCATIONAL REHABILITA-

TION SERVICES FURNISHED DURING CERTAIN
MONTHS OF NONPAYMENT OF SUPPLEMENTAL
SECURITY INCOME BENEFITS.

(a) IN GENERAL.—(1) Section 1615(d) (42 U.S.C.
1382d(d)) is amended by inserting immediately after the first
sentence the following: “In such cases the reimbursement
may include costs incurred for any month for which the indi-
vidual received a benefit under this title (including assistance
pursuant to section 1619(b)), received a federally adminis-
tered State supplementary payment, or was ineligible (for a
reason other than cessation of disability or blindness) to re-
ceive a benefit pursuant to section 1611, an agreement under
section 1616(a), section 1619, and an agreement under sec-
tion 212(b) of Public Law 93-66, but only for months prior to
the thirteenth consecutive month of ineligibility.”.

(b) EFFECTIVE DATE.—The amendment made by this
section shall be effective on the date of the enactment of this
Act and shall apply to claims for reimbursement pending on
or after such date.

SEC. 6016. CERTAIN NON-CASH CONTRIBUTIONS RECEIVED BY
RECIPIENTS OF SSI BENEFITS EXCLUDED

FROM INCOME.
(a) ConTRIBUTIONS (OTHER THAN CasH Parp Di-

RECTLY TO THE RECIPIENT) MADE To OBTAIN SOCIAL

S 3209 PCS
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1 SERVICES OB FOR MAINTENANCE OF HOME.—(1) Section

2 1612(b) (42 U.S.C. 1382a(b)) is amended—

3 (A) by striking “and” at the end of paragraph
4 (15); |
5 (B) by striking the period at the end of paragraph
6 (16) and inserting a semicolon; and

7 (C) by inserting after paragraph (16) the follow-

8 ing;

9 “(17) contributions other than cash paid directly
10 to the recipient which are not in the form of food,
11 clothing, or shelter, or may not be used to obtain food,
12 clothing, or shelter and are for the purchase of—

13 “(A) any service, including those which
14 are—

15 “i) designed to assist an eligible indi-
16 - vidual who has any physical or mental im-
17 pairment to function in society on a level
18 comparable to that of an individual who is
19 not so impaired; and

20 “i) provided by a recognized social
21 services or educational agency, whether gov-
22 ernmental or private, and whether nonprofit
23 or operated for profit;

24 “(B) vocational rehabilitation services;

S 3209 PCS
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“(C) private medical insurance coverage
where the private insurer is to be the first payor;

“(D) medical care;

“(E) transportation;

“(F) educational services (including continu-
ing adult education, postsecondary education, and
vocational education), including books, tuition,
laboratory fees, and any other costs related to
education except those for room and board;

“(G) personal assistance or attendant care
services; or

“(H) services or equipment related to the
quality and liveability of the individual’s shelter
and which are not for the purposes of rent, mort-
gage, real property taxes, garbage collection and
sewerage services, water, heating fuel, electricity,
or gas; but permissible contributions include—

“(i) payment for telephone services;

“(ii) payment for repairs to shelter;

“(iii) payment for repairs or replacement
of heating source in shelter; and

“(iv) purchase of any appliance, if such
purchase will not result in the individual’s

household goods exceeding the amount which

S 3209 PCS
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has been determined by the Secretary to be

reasonable under section 1613(a)(2)(A).”.

(2) The amendments made by paragraph (1) shall apply
to determinations of income made in months following the
date of the enactment of this Act.

(b)(1) RurLes GOVERNING CIRCUMSTANCES UNDER
Waica CONTRIBUTION OF A SHELTER Is To BE COUNT-
ED AS INCOME.—Section 1612(a)(2) (42 U.S.C. 1382a(a)(2))
is amended—

(A) in subparagraph (E), by striking “; and” and
inserting “, except that receipt of any sum or property
as a result of inheritance, gift, or support shall be
treated as income only in the month in which the indi-
vidual legally has access to the funds to use for the in-
dividual’s own benefit;”’;

(B) in subparagraph (F), by striking the period
and inserting “; and”’; and

(C) by inserting at the end the following:

“(Q) the value of an ownership interest in a
shelter received, but the value of such interest
shall be included in income only in the month of
receipt and pursuant to the following rules:

“@) If the individual resides in the shel-
ter at the time of the conveyance, the limita-

tions established by the Secretary for

S 3209 PCS
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presuming a maximum value for in-kind sup-
port shall apply.

“(u) If the individual does not reside in
the shelter at the time of the conveyance,
the full value of the interest shall be income
in the month of receipt.”.

(2) The amendments made by paragraph (1) shall apply
to determinations of income made in or after the sixth month
beginning after the date of the enactment of this Act.

SEC. 6017. CERTAIN TRUSTS NOT TO BE COUNTED AS A RE-
SOURCE AVAILABLE TO THE RECIPIENT; TRUST
NOT INCOME IN MONTH IN WHICH IT IS ESTAB-
LISHED.

(a) CircUMSTANCES UNDER WHICH TRUST CREATED
FOR BENEFIT OF RECIPIENT SHALL NoT BE COUNTED AS
A RESOURCE.—Section 1613(a) (42 U.S.C. 1382b(a)) is
amended—

(1) by striking “and” at the end of paragraph (7);

(2) by striking the period at the end of paragraph
(8) and inserting “, and’’; and

(3) by inserting after paragraph (8) the following:

“(9) any amount set aside in a trust or similar
legal device, either by the individual or on behalf of the
indindual, for the purpose of providing assistance to

the individual, so long as the individual does not have
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1 access to the assets of the trust. An individual does not
2 have access to assets held mn a trust if the trustee, and
3 not the individual has the discretion to determine
4 when such assets ought to be distributed to or for such
5 individual and the amount of any such distribution. The
6 authority for discretion by the trustee to use the assets
7 of the trust for the support and maintenance of the in-
8 dividual, or to supplement any benefits available to the
9 individual under title XVI or other public benefits,
10 shall not mean that the individual has access to these
11 assets. The fact that the trustee 1s also the representa-
12 tive payee for the individual or relative of the individ-
13 ual shall not be construed as causing trust assets to be
14 accessible to the individual if all the other requirements
15 of this subsection are satisfied.”.
16 (b) CreaTioN OoF TrusT NoT To Be COUNTED AS

17 IncoMmE IN MONTH OoF CREATION; LATER PLACEMENT OF
18 Funps or ProPERTY IN THE TRUST ALSO NoT COUNTED

19 as Income.—(1) Section 1612(b) (42 U.S.C. 1382a(b)) is

20 amended—

21 (A) by striking “‘and” at the end of the paragraph
22 (16),

23 (B) by striking the period at the end of the para-
24 graph (17) added by section 6016(a)(1)(C) of this Act
25 and inserting “; and’’; and
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(C) by inserting after the paragraph (17) added by
section 6016(2)(1)(C) of this Act the following:

“(18) any funds or other property placed in a
trust for the benefit of the individual over which the
individual has no discretion as to use shall not be treat-
ed as income either at the time of creation of the trust
or if placed in the trust after its creation.”.

(2) The amendments made by paragraph (1) shall apply
to determinations of income made in or after the sixth month
beginning after the date of the enactment of this Act.

SEC. 6018. NOTIFICATION OF CERTAIN INDIVIDUALS ELIGIBLE
TO RECEIVE RETROACTIVE BENEFITS.

In notifying individuals of their eligibility to receive ret-
roactive benefits under Sullivan v. Zebley, 110 S. Ct. 2658
(1990), the Secretary shall include written notice, in lan-
guage that is easily understandable, explaining—

(1) the 6-month limitation on the exclusion from
resources under section 1613(a)(7) of the Social Securi-
ty Act (42 U.S.C. 1382b(a)(7));

(2) the potential effects under title XVI of the
Social Security Act, attributable to the receipt of such
payment, including—

(A) potential discontinuation of eligibility;

and
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(B) potential reductions in the amount of
benefits;

(3) the possibility of establishing a supplemental
security income (SSI) special needs trust account
that—

(A) designates the individual for whom such
payment is made as the beneficiary; and

(B) may not be considered as income or re-
sources for the purposes of this title; and

(4) that legal éssistance in establishing such a
trust may be available through legal referral services
offered by a State or local bar association, or through

the Legal Services Corporation.
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PART V—OLD-AGE, SURVIVORS, AND DISABILITY
INSURANCE
SEC. 6050. CONTINUATION OF DISABILITY BENEFITS DURING
APPEAL.
Subsection (g) of section 223 (42 U.S.C. 423(g)) is
amended—
(1) in paragraph (1)), in the matter following

’

subparagraph (C), by inserting ‘“‘or’”’ after ‘‘hearing,”,
and by striking “pending, or (iii) June 1991.” and in-
serting “‘pending.”’; and

(2) by striking paragraph (3).
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1 SEC. 6051. REPEAL OF SPECIAL DISABILITY STANDARD FOR

© 0o N2 G Ot - W o

CHE I - T T - T T - R T o S o S o S o S o e B ey
A N Rk W N = O o A1, 3t e W N = O

WIDOWS AND WIDOWERS.

(a) INn GeNERAL.—Section 223(d)(2) 42 U.S.C.

423(d)(2)) is amended—

(1) in subparagraph (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 redesignating subparagraph (C) as subpara-
graph (B).

(b) CONFORMING AMENDMENTS.—

(1) The third sentence of section 216(i)(1) (42
U.S.C. 416(i)(1)) is amended by striking “(2)(C)” and
inserting ‘“(2)(B)”.

(2) Section 223(f)(1)(B) (42 U.S.C. 423(f)(1)(B)) is
amended to read as follows:

“(B) the individual is now able to engage in
substantial gainful activity; or”.

(3) Section 223(f)(2)(A)(i) of such Act (42 U.S.C.
423(f)(2)(A)(ii)) is amended to read as follows:

“(ii) the individual is now able to
engage in substantial gainful activity, or”.

(4) Section 223(f)(3) of such Act (42 U.S.C.
423(f)(3)) is amended by striking ‘‘therefore——" and all
that follows and inserting “therefore the individual is

able to engage in substantial gainful activity; or”.
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(5) Section 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 di-
vorced wife, widower, or surviving divorced husband)”
each place 1t appears.

() TRANSITIONAL RULES RELATING TO MEDICAID

AND MEDICARE ELIGIBILITY.—

WO W I S Ot W N
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(1) DETERMINATION OF MEDICAID ELIGIBIL-

1ITY.—Section 1634(d) (42 U.S.C. 1388c¢(d)) is amend-

(A) by redesignating paragraphs (1) and (2)
as subparagraphs (A) and (B), respectively;

(B) by striking “(d) If any person—"" and in-
serting ““(d)(1) This subsection applies with re-
spect to any person who—"’;

(C) in subparagraph (A) (as redesignated), by
striking ““as required” and all that follows through
“but not entitled” and inserting ‘‘being then not
entitled”’;

(D) in subparagraph (B) (as redesignated), by
striking the comma at the end and inserting a
period; and

(E) by striking “such person shall” and all

that follows and inserting the following new para-

graph:
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“(2) For purposes of title XIX, each person with respect

to whom this subsection applies—

“(A) shall be deemed to be a recipient of supple-
mental 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 benefit
described in paragraph (1)(A), and

“(B) shall be deemed to be a recipient of State
supplementary payments of the type referred to in sec-
tion 1616(a) of this Act (or payments of the type de-
scribed in section 212(a) of Public Law 93-66) which
are paid by the Secretary under an agreement referred
to in such section 1616(a) (or in section 212(b) of
Public Law 93-66) if such person received such a pay-
ment for the month before the month in which such

person began to receive a benefit described in para-

graph (1)(A),

for so long as such person (i) would be eligible for such sup-
plemental security income benefits, or such State supplemen-
tary payments, in the absence of benefits described in para-
graph (1)(A), and (ii) is not entitled to hospital insurance ben-
efits under part A of title XVIIL.".

(2) INCLUSION OF MONTHS OF SSI ELIGIBILITY
WITHIN 5-MONTH DISABILITY WAITING PERIOD AND

24-MONTH MEDICARE WAITING PERIOD.—
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(A) WIDOW’S BENEFITS BASED ON DISABIL-
ITY.—Section 202(e)(5) (42 U.S.C. 402(e)(5)) is
amended—

() in subparagraph (B), by striking “G)”’
and “@i)” and inserting “(I)” and “)”, re-
spectively;

() by redesignating subparagréphs (A)
and (B) as clauses (i) and (i), respectively;

(i) by inserting “(A)” after “5)”; and

(iv) by adding at the end the following

new subparagraph:

“(B) For purposes of paragraph (1)(F)(i), each month in
the period commencing with the first month for which such
widow or surviving divorced wife is first eligible for supple-
mental security 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 section 212(a)
of Public Law 93-66) which are paid by the Secretary under
an agreement referred to in section 1616(a) (or in section
212(b) of Public Law 93-66), shall be included as one of the
months of such waiting period for which the requirements of

subparagraph (A) have been met.”.

(B) WIDOWER'S BENEFITS BASED ON DIS-
ABILITY.—Section 202(f)(6) (42 U.8.C. 402(1)(8))

is amended—
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(i) in subpara,gi'-aph (B), by striking “@)”
and “(ii)” and inserting ‘“(I)” and “(IL)”, re-
spectively;

(i) by redesignating subparagraphs (A)
and (B) as clauses (i) and (ii), respectively;

(iii) by inserting ‘“(A)” after ‘“(6)"’; and

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

“(B) For purposes of paragraph (1)(F)i), each month 1n
the period commencing with the first month for which such
widower or surviving divorced husband is first eligible for
supplemental security income benefits under title XVI, or
State supplementary payments of the type referred to in sec-
tion 1616(a) (or payments of the type described in section
912(a) of Public Law 93-66) which are paid by the Secretary
under an agreement referred to in section 1616(a) (or in sec-
tion 212(b) of Public Law 93-66), shall be included as one of
the months of such waiting period for which the requirements
of subparagraph (A) have been met.”’.

(©) MEDICARE BENEFITS.—Section
226(e)(1) (42 U.S.C. 426(e)(1)) is amended—
() by redesignating subparagraphs (A)
and (B) as clauses (i) and (i), respectively;

(ii) by inserting “(A)"" after “(e}(1)"; and
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(i) by adding at the end the following
new subparagraph:

“(B) For purposes of subsection (b)(2)(A)(iii), each
month in the period commencing with the first month for
which an individual is first eligible for supplemental security
income benefits under title XVI, or State supplementary pay-
ments of the type referred to 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 agree-
ment referred to in section 1616(a) (or in section 212(b) of
Public Law 93-66), shall be included as one of the 24
months for which such individual must have been entitled to
widow’s or widower’s insurance benefits on the basis of dis-
ability in order to become entitled to hospital insurance bene-
fits on that basis.”.

(d) DEEMED DISABILITY FOR PURPOSES OF ENTITLE-
MENT TO WIDOW’S AND WIDOWER'S INSURANCE BENE-
FITS FOR WIDOWS AND WIDOWERS oN SSI RoLLS.—

(1) WIDOW’'S INSURANCE BENEFITS.—Section

202(e) (42 U.S.C. 402(e)) is amended by adding at the

end the following new paragraph:

“(9) An individual shall be deemed to be under a disabil-
ity for purposes of paragraph (1)B)(i) if such individual is
eligible for supplemental security income benefits under title

XVI, or State supplementary payments of the type referred

S 3209 PCS



@ O a2 & v = W N -

MMMMMMHHHHHHHH.—AH
mpwwh‘owoo-dcbmpwwr—o

236

to in section 1616(a) (or payments of the type described in
section 212(a) of Public Law 93-66) which are paid by the
Secretary under an agreement referred to in section 1616(a)
(or in section 212(b) of Public Law 93-66), for the month for
which all requirements of paragraph (1) for entitlement to
benefits under this subsection (other than being under a dis-
ability) are met.”.

(2) WIDOWER'S INSURANCE BENEFITS.—Section

202(f) (42 U.S.C. 402(f)) is amended by adding at the

end the following new paragraph:

“(9) An individual shall be deemed to be under a disabil-
ity for purposes of paragraph (1)(B)G) if such individual is
eligible for supplemental security 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
section 212(a) of Public Law 93-66) which are paid by the
Secretary under an agreement referred to in such section
1616(a) (or in section 212(b) of Public Law 93-66), for the
month for which all requirements of paragraph (1) for entitle-
ment to benefits under this subsection (other than being
under a disability) are met.”.

(e) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by this
section (other than paragraphs (1) and (2)(C) of subsec-

tion (c)) shall apply with respect to monthly insurance
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benefits for months after December 1990 for which ap-
plications are filed on or after January 1, 1991, or are
pending on such date. The amendments made by sub-
section (c)(1) shall apply with respect to medical assist-
ance provided after December 1990. The amendments
made by subsection (c)(2)(C) shall apply with respect to
items and services furnished after December 1990.

(2) APPLICATION REQUIREMENTS FOR CERTAIN
INDIVIDUALS ON BENEFIT ROLLS.—In the case of any
individual who—

(A) is entitled to disability insurance benefits
under section 223 of the Social Security Act for
December 1990 or is eligible for supplemental se-
curity income benefits under title XVI of such
Act, or State supplementary payments of the type
referred to in section 1616(a) of such Act (or pay-
ments of the type described in section 212(s) of
Public Law 93-66) which are paid by the Secre-
tary under an agreement referred to in such sec-
tion 1616(a) (or in section 212(b) of Public Law
93-66), for January 1991,

(B) applied for widow’s or widower’s insur-
ance benefits under subsection (e) or (f) of section

202 of the Social Security Act during 1990, and
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1 (C) is not entitled to such benefits under such
2 subsection (e) or (f) for any month on the basis of
3 such application by reason of the definition of dis-
4 ability under section 223(d)(2)(B) of the Social Se-
5 curity Act (as in effect immediately before the
6 date of the enactment of this Act), and would
7 have been so entitled for such month on the basis
8 of such application if the amendments made by
9 this section had been applied with respect to such
10 application,
11 for purposes of determining such individual’s entitle-
12 ment to such benefits under subsection (e) or (f) of sec-
13 tion 202 of the Social Security Act for months after
14 December 1990, the requirement of paragraph (1)(C)1)
15 of such subsection shall be deemed to have been met.

16 SEC. 6052. DEPENDENCY REQUIREMENTS APPLICABLE TO A
17 CHILD ADOPTED BY A SURVIVING SPOUSE.
18 (a) IN GENERAL.—Section 216(e) (42 U.S.C. 416(e)) 1s

19 amended in the second sentence—

20 (1) by striking “at the time of such individual’s
21 death living in such individual’s household” and insert-
22 ing “either living with or receiving at least one-half of
23 his support from such individual at the time of such in-
24 dividual’s death’’; and
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(2) by striking “; except”” and all that follows and
inserting a period.

(b) EFFECTIVE DATE.—The amendments made by this
section shall apply with respect to benefits payable for
months after December 1990, but only on the basis of appli-
cations filed after December 31, 1990.

SEC. 6053. REPRESENTATIVE PAYEE REFORMS.

(a) IMPROVEMENTS IN THE REPRESENTATIVE PAYEE
SELECTION AND RECRUITMENT PROCESS.—

(1) AUTHORITY FOR CERTIFICATION OF PAY-

MENTS TO REPRESENTATIVE PAYEES.—

(A) TrTLE 11.—Section 205(j)(1) (42 U.S.C.
405())) is amended to read as follows:
“REPRESENTATIVE PAYEES

“()(1) If the Secretary determines that the interest of
any individual under this title would be served thereby, certi-
fication of payment of such individual’s benefit under this title
may be made, regardless of the legal competency or incompe-
tency of the individual, either for direct payment to the indi-
vidual, or for his or her use and benefit, 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 individual’s ‘representative payee’). If the
Secretary or a court of competent jurisdiction determines that

a representative payee has misused any individual’s benefit
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paid to such representative payee pursuant to this subsection
or section 1631(a)(2), the Secretary shall promptly revoke
certification for payment of benefits to such representative
payee pursuant to this subsection and certify payment to an
alternate representative payee or to the individual.”.

(B) TITLE XVI.—

(i) IN GENERAL.—Section 1631(a)(2)(A)

42 U.S.C. 1383(a)(2)(A)) is amended to read

as follows:

“(A)(i) Payments of the benefit of any individual may be
made to any such individual or to the eligible spouse (if any)
of such individual or partly to each.

“(i) Upon a determination by the Secretary that the
interest of such individual would be served thereby, or in the
case of any individual or eligible spouse referred to in section
1611(e)(3)(A), such payments shall be made, regardless of
the legal competency or incompetency of the individual or
eligible spouse, to another individual who, or to a qualified
organization (as defined in subparagraph (D)(i)) which, is in-
terested in or concerned with the welfare of such individual
and with respect to whom the requirements of subparagraph
(B) have been met (in this paragraph referred to as such indi-
vidual’s ‘representative payee’) for the use and benefit of the

individual or eligible spouse.
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“(iii) If the Secretary or a court of competent jurisdic-
tion determines that the representative payee of an individual
or eligible spouse has misused any benefits which have been
paid to the representative payee pursuant to clause (i) or
section 205())(1), the Selcretary shall promptly terminate pay-
ment of benefits to the representative payee pursuant to this
subparagraph, and provide for payment of benefits to the in-
dividual or eligible spouse or to an alternative representative
payee of the individual or eligible spouse.”.

() CONFORMING AMENDMENTS.—Sec-
tion 1631(a)(2)(C) (42 U.S.C. 1383(a)2)(C))
is amended—

(D) in clause (i), by striking “a
person other than the individual or
spouse entitled to such payment” and
inserting ‘‘representative payee of an in-
dividual or spouse’’;

(II) in clauses (ii), (iii), and (iv), by
striking “other person to whom such
payment is made’’ each place it appears
and inserting ‘“representative payee’’;
and

(III) in clause (v)—

(aa) by striking ‘“‘person re-

ceiving payments on behalf of an-
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other’” and imserting ‘‘representa-
tive payee’’; and
(bb) by striking “person re-
ceiving such payments’ and insert-
ing “representative payee’.

(2) PROCEDURE FOR SELECTING REPRESENTA-
TIVE PAYEES.—

(A) IN GENERAL.—

() TitLe 1m.—Section 205()}2) (42
U.S.C. 405()(2)) is amended to read as fol-
lows:

“(2)(A) Any certification made under paragraph (1) for
payment of benefits to a;l individual’s representative payee
shall be made on the basis of—

“@) an investigation by the Secretary of the
person to serve as representative payee, which shall be
conducted in advance of such certification and shall, to
the extent practicable, include a face-to-face interview
with the person to serve as representative payee, and

““(ii) adequate evidence that such certification is in
the interest of such individual (as determined by the
Secretary in regulations).

“(B)(i) As part of the investigation referred to in sub-

paragraph (A)(), the Secretary shall—
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“(I) require the person being investigated to
submit documented proof of the identity of such person,
unless information establishing such identity has been
submitted with an application for benefits under this
title or title X VI,

“(II) verify such person’s social security account
number (or employer identification number),

“(IlT) determine whether such person has been
convicted of a violation of section 208 or 1632, and

“(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  section
1631(a)(2)(A)(ii1) by reason of misuse of funds paid as
benefits under this title or title XVI.

“(11) The Secretary shall establish and maintain 2 cen-
iralized 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 Security Administration.
Such files shall consist of—

“(I) a list of the names and social security ac-
count numbers (or employer identification numbers) of
all persons with respect to whom certification of pay-
ment of benefits has been revoked on or after January

1, 1991, pursuant to this subsection, or with respect to
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1 whom payment of benefits has been terminated on or
2 after such date pursuant to section 1631(a)?2), by
3 reason of misuse of funds paid as benefits under this
4 title or title XVI, and

5 “(IT) a list of the names and social security ac-

6 count numbers (or employer identification numbers) of

7 all persons who have been convicted of a violation of

8 section 208, 1107(a), 1128B, or 1632.

9 “(C)(i) Benefits of an individual may not be certified for
10 payment to any other person pursuant to this subsection if—
11 “(I) such person has previously been convicted as
12 described in subparagraph (B)Q)(III),

13 “(IT) except as provided in clause (ii), certification
14 of payment of benefits to such person under this sub-
15 section has previously been revoked as described in
16 subparagraph (B)@{)IV), or payment of benefits to such
17 person pursuant to section 1631(a)(2)(A)(1) has previ-
18 ously been terminated as described in section
19 1631(a)(2)B)a)AV), or

20 ‘“(IIT) except as provided in clause (i), such
21 person is a creditor of such individual who provides
22 such individual with goods or services for consider-
23 ation.

24 “(i) The Secretary shall prescribe regulations under

25 which the Secretary may grant exemptions to any person
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from the provisions of clause (i)(II) 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 subsec-

tion.

“(iii) Clause (i)(IIT) shall not apply with respect to any

person who is a creditor referred to therein if such creditor

1s—

“(I) a relative of such individual if such relative
resides in the same household as such individual,

“(I) a legal guardian or legal representative of
such individual,

“(IIT) a facility that is licensed or certified as s,
care facility under the law of a State or a political sub-
division of a State,

“I'V) a person who is an administrator, owner, or
employee of a facility referred to in subclause (ITI) if
such individual resides in such facility, and the certifi-
cation of payment to such facility or such person 1is
made only after good faith efforts have been made by
the local servicing office of the Social Security Admin-
istration 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 Sec-

retary, on the basis of written findings and under pro-

S 3209 PCS



W oW a1 & O B W N =

MMMM[\D[\DHHHHHH)—A)—A)—A)—A
mpww»—‘ocooo-qcao‘»hwwﬂo

246
cedures which the Secretary shall prescribe by regula-

tion, to be acceptable to serve as a representative

payee.

“(iv) The procedures referred to in clause (iii)(V) shall
require the individual who will serve as representative payee
to establish, to the satisfaction of the Secretary, that—

“(I) such individual poses no risk to the benefici-
ary,

“(I) the financial relationship of such individual
to the beneficiary poses no substantial conflict of inter-
est, and

“(I1T) no other more suitable representative payee
can be found.

“(D)(i) Subject to clause (i), if the Secretary 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 individual 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 as the selection of a representative
payee is made pursuant to this subsection.

“(ii)T) Except as provided in subclause (IT), 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.
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“(IT) Subclause (I) shall not apply in any case in which

the individual is, as of the date of the Secretary’s determina-
tion, legally incompetent or under the age of 15.

“(it)) Payment pursuant to this subsection of any bene-
fits which are deferred or suspended pending the selection of
a representative 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
individual entitled to such benefits.

“(E)(1) Any individual who is dissatisfied with a determi-
nation by the Secretary to certify payment of such individ-
ual’s benefit to a representative payee under paragraph (1) or
with the designation of a particular person to serve as repre-
sentative payee shall be entitled to a hearing by the Secre-
tary to the same extent as is provided in subsection (b), and
to judicial review of the Secretary’s final decision as is pro-
vided in subsection (g).

“(ii) In advance of the certification of payment of an
individual’s benefit to a representative payee under para-
graph (1), the Secretary shall provide written notice of the
Secretary’s initial determination to certify such payment.
Such notice shall be provided to such individual, except that,
if such individual —

“(I) is under the age of 15,
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1 “ID) is an unemancipated minor under the age of
2 18, or
3 “(ITI) is legally incompetent,
4 then such notice shall be provided solely to the legal guardian
5 or legal representative of such individual.
6 “(ii)) Any such notice shall be clearly written in lan-
7 guage that is easily understandable to the reader, shall identi-
8 fy the person to be designated as such individual’s represent-
9 ative payee, and shall explain to the reader the right under
10 clause (i) of such individual or such individual’s legal guardi-
11 an or legal representative—
12 “(D to appeal a determination that a representa-
13 tive payee is necessary for such individual,
14 “IN) to appeal the designation of a particular
15 person to serve as the representative payee of such in-
16 dividual, and
17 “(II) to review the evidence upon which such
18 designation is based and submit additional evidence.”’.
19 (i) TriTLE xvi.—Section 1631(a)(2)(B)
20 (42 U.S.C. 1383(a)(2)B)) is amended to read
21 as follows:
22 “(B)(i) Any provision made under subparagraph (A) for

23 payment of benefits to the representative payee of an indivd-

24 ual or eligible spouse shall be made on the basis of—
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“(D an investigation by the Secretary of the

person to serve as representative payee, which shall be
conducted before such payment, and shall, to the
extent practicable, include a face-to-face interview with
the person; and

“(l) adequate evidence that such payment is in
the interest of the individual or eligible spouse (as de-
termined by the Secretary in regulations).

“(i) As part of the investigation referred to in clause

(i)(T), the Secretary shall—

“() require the person being investigated to
submit documented proof of the identity of such person,
unless information establishing such identity was sub-
mitted with an application for benefits under title IT or
this title;

“(I) verify the social security account number (or
employer identification number) of such person;

“(II) determine whether such person has been
convicted of a violation of section 208 or 1632; and

“(IV) determine whether payment of benefits to
such person has been terminated pursuant to subpara-
graph (A)@@)ID), and whether certification of payment
of benefits to such person has been revoked pursuant to
section 205(j), by reason of misuse of funds paid as

benefits under title IT or this title.
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“(iii) Benefits of an individual may not be paid to any
other person pursuant to subparagraph (A)(i) f—
“(I) such person has previously been convicted as
described in clause (ii)(IID);
“(II) except as provided in clause (iv), payment of
benefits to such person pursuant to subparagraph (A)i)
has previously been terminated as described in clause
Gi)(IV), or certification of payment of benefits to such
person under section 215() has previously been re-
voked as described in section 215G)}(2)B)G)IV); or
‘“(ITT) 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) The Secretary shall prescribe regulations under
which the Secretary may grant an exemption from clause
(i)(ID) to any person on a case-by-case basis if such exemp-
tion would be in the best interest of the individual or eligible
spouse whose benefits under this title would be paid to such
person pursuant to subparagraph (A)).
“(v) Clause (iii)(IIT) shall not apply to any person who is
a creditor of the individual if the creditor is—
“T) a relative of the individual if such relative re-
sides in the same household as such individual;
“(I) a legal guardian or legal representative of

the individual;
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“(ID) a facility that is licensed or certified as a

care facility under the law of a State or a political sub-
division of a State;

“(IV) a person who is an administrator, owner, or
employee of a facility referred to in subclause (ITI) 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 servicing office of the Social Security Ad-
ministration to locate an alternative representative
payee to whom the payment of such benefits would
serve the best interests of the individual; or

“(V) an individual who is determined by the Sec-
retary, on the basis of written findings and under pro-
cedures which the Secretary shall prescribe by regula-
tion, to be acceptable to serve as a representative
payee.

“(vi) The procedures referred to in clause (v)(V) shall

19 require the individual who will serve as representative payee

20 to establish, to the satisfaction of the Secretary, that—

21
22
23
24
25

“(I) such individual poses no risk to the benefici-
ary;

“(II) the financial relationship of such individual
to the beneficiary poses no substantial conflict of inter-

est; and
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“(ITT) no other more suitable representative payee
can be found.

“(vii) Subject to clause (viii), if the Secretary makes a
determination described in subparagraph (A)Gi) with respect
to any individual's benefit and determines that direct pay-
ment of the benefit to the individual would cause substantial
harm to the individual, the Secretary may defer (in the case
of initial entitlement) or suspend (in the case of existing enti-
tlement) direct payment of such benéfit to the individual,
until such time as the selection of a representative payee is
made pursuant to this subparagraph.

“(vii)([) Except as provided in subclause (I), any defer-
ral or suspension of direct paymeht of a benefit pursuant to
clause (vii) shall be for a period of not more than 1 month.

“(I) Clause (I) shall not apply in any case in
which the individual or eligible spouse is, as of the date
of the Secretary’s determination, legally incompetent
or under the age 15 years.

“(ix) Payment pursuant to this subparagraph of any
benefits which are deferred or suspended pending the selec-
tion of a representative payee shall be made—

“(I) to the representative payee upon such selec-

tion; and
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“(ID as a single payment, or over such period as
the Secretary determines is in the best interests of the
individual entitled to such benefits.

“(x) Any individual who is dissatisfied with a determina-
tion by the Secretary under subparagraph (A)(ii) to pay such
individual’s benefits under this title to a representative payee,
or with the selection of a particular person to be the repre-
sentative payee of the individual, shall be entitled to a hear-
ing by the Secretary, and to judicial review of the Secretary’s
final decision, to the same extent as is provided in subsection
(c).

“(xi) Before the first payment of an individual’s benefit
to a representative payee under subparagraph (A)(i), the
Secretary shall provide written notice of the Secretary’s ini-
tial determination to so make the payment. Such notice shall
be provided to—

“(D the legal guardian or legal representative of
the individual, if 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 incompetent;
or

“(II) the individual, in any other case.

“(xii) Any notice referred to in clause (xi) shall be clear-
ly written in language that is easily understandable to the

reader, identify the person selected to be the representative
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1 payee of the individual, and explain to the reader the right

9 under clause (x) of the individual or the legal guardian or

3 legal representative of the individual—

“I) to appeal a determination that a representa-

tive payee is necessary for the individual;

“(I) to appeal the selection of a particular person

to be the representative payee of the individual; and

“(II) to review the evidence upon which the se-

lection is based and submit additional evidence.”’.

(B) REPORT ON FEASIBILITY OF OBTAINING
READY ACCESS TO CERTAIN CRIMINAL FRAUD
RECORDS.—As soon as practicable after the date
of the enactment of this Act, the Secretary of
Health and Human Services, in consultation with
the Attorney General of the United States and
the Secretary of the Treasury, shall study the fea-
sibility of establishing and maintaining a current
list, which would be readily available to local of-
fices of the Social Security Administration for use
in investigations undertaken pursuant to section
205(j)(2) or 1631(a)(2)B) of the Social Security
Act, of the names and social security account
numbers of individuals who have been convicted
of a violation of section 495 of title 18, United

States Code. The Secretary of Health and Human
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Services shall, not later than July 1, 1992,

submit the results of such study, together with
any recommendations, to the Committee on Ways
and Means of the House of Representatives and
the Committee on Finance of the Senate.

(3) PROVISION FOR COMPENSATION OF QUALI-

FIED ORGANIZATIONS SERVING AS REPRESENTATIVE

PAYEES.—

(A) IN GENERAL.—

(i) TrTLE m.—Section 205(j) (42 U.S.C.
405(j)) is amended by redesignating para-
graph (4) as paragraph (5), and by inserting
after paragraph (3) the following new para-
graph:

“(4)(A) A qualified organization may collect from an in-
dividual a monthly fee for expenses (including overhead) in-
curred by such organization in providing services performed
as such individual’s representative payee pursuant to this
subsection if such fee does not exceed the lesser of—

“(1) 10 percent of the monthly benefit involved, or
“(ii) $25.00 per month.
Any agreement providing for a fee in excess of the amount
permitted under this subparagraph shall be void and shall be
treated as misuse by such organization of such individual’s

benefits.
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“(B) For purposes of this paragraph, the term ‘qualified
organization’ means any community-based nonprofit social
service agency which is bonded or licensed in each State in
which it serves as a representative payee and which, in ac-
cordance with any applicable regulations of the Secretary—

“(i) regularly provides services as the representa-
tive payee, pursuant to this subsection or section
1631(2)(2), concurrently to 5 or more individuals,

“(ii) demonstrates to the satisfaction of the Secre-
tary that such agency is not otherwise a creditor of
any such individual, and

“(iii) was in existence on October 1, 1988.

“(C) Any qualified organization which knowingly
charges or collects, directly or indirectly, any fee in excess of
the maximum fee prescribed under subparagraph (A) or
makes any agreement, directly or indirectly, to charge or col-
lect any fee in excess of such maximum fee, shall be fined in
accordance with title 18, United States Code.

“(D) This paragraph shall cease to be effective on Janu-
ary 1, 1994.”.

(i) TiTLE XvI.—Section 1631(a)(2) (42
U.S.C. 1383(a)(2)) is amended—
(D by redesignating subparagraph
(D) as subparagraph (E); |
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(III) by inserting after subpara-

graph (C) the following:

“(D)(i) A qualified organization may collect from an in-
dividual a monthly fee for expenses (including overhead) in-
curred by such organization in providing services performed
as such individual’s representative payee pursuant to sub-
paragraph (A)(ii) if the fee does not exceed the lesser of—

“(I 10 percent of the monthly benefit involved, or
“(I) $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 benefits
under this title.

“(ii) For purposes of this subparagraph, the term ‘quali-
fied organization’ means any community-based nonprofit
social service agency which—

“(I) is bonded or licensed in each State in which
the agency serves as a representative payee;
“(I) in accordance with any applicable regula-
tions of the Secretary—
“(aa) regularly provides services as a repre-
sentative payee pursuant to subparagraph (A)(i)
or section 205()(4) concurrently to 5 or more in-

dividuals;
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“(bb) demonstrates to the satisfaction of the

Secretary that such person is not otherwise a

creditor of any such individual; and

“(cc) was in existence on October 1, 1988.

“Gii) Any qualified organization which knowingly

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.

“iv) This subparagraph shall cease to be effective on

January 1, 1994.”.

S 3209 PCS

(B) STUDIES AND REPORTS.—

(i) REPORT BY SECRETARY OF HEALTH
AND HUMAN SERVICES.—Not later than
January 1, 1993, the Secretary of Health
and Human Services shall transmit a report
to the Committee on Ways and Means of the
House of Representatives and the Committee
on Finance of the Senate setting forth the
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
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(i) REPORT BY COMPTROLLER GENER-
AL.—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 organiza-
tions serving as representative payees to
charge fees pursuant to the amendments
made by subparagraph (A) and shall transmit
a report to the Committee on Ways and
Means of the House of Representatives and
the Committee on Finance of the Senate set-
ting forth the results of such study.

(4) STUDY RELATING TO FEASIBILITY OF
SCREENING OF INDIVIDUALS WITH CRIMINAL
RECORDS.—As soon as practicable after the date of
the enactment of this Act, the Secretary of Health and
Human Services shall conduct a study of the feasibility
of determining the type of representative payee appli-
cant most likely to have a felony or misdemeanor con-
viction, the suitability of individuals with prior convic-
tions to serve as representative payees, and the cir-
cumstances under which such applicants could be al-
lowed to serve as representative payees. The Secretary
shall transmit the results of such study to the Commit-

tee on Ways and Means of the House of Representa-
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tives and the Committee on Finance of the Senate not
later than July 1, 1992.
(5) EFFECTIVE DATES.—
(A) USE AND SELECTION OF REPRESENTA-
TIVE PAYEES.—The amendments made by para-
graphs (1) and (2) shall take effect July 1, 1991,
and shall apply only with respect to—

(i) certifications of payment of benefits
under title IT of the Social Security Act to
representative payees made on or after such
date; and

(i) provisions for payment of benefits
under title X VI of such Act to representative
payees made on or after such date.

(B) COMPENSATION OF REPRESENTATIVE

PAYEES.—The amendments made by paragraph

(3) shall take effect January 1, 1992, and the

Secretary of Health and Human Services shall

prescribe initial regulations necessary to carry out
such amendments not later than such date.

(b) IMPROVEMENTS IN RECORDKEEPING AND AUDIT-

ING REQUIREMENTS.—

(1) IMPROVED ACCESS TO CERTAIN INFORMA-

TION.—
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1 (A) IN GENERAL.—Section 205(G)(3) (42
2 U.S.C. 605(j)(3)) is amended—

3 (1) by striking subparagraph (B);

4 (i) by redesignating subparagraphs (C),
5 (D), and (E) as subparagraphs (B), (C), and
6 (D), respectively;

T (ii) in subparagraph (D) (as so redesig-
8 nated), by striking “(A), (B), (C), and (D)”
9 and inserting ‘“(A), (B), and (C)”’; and
10 (iv) by adding at the end the following
11 new subparagraphs:
12 “(E) The Secretary shall maintain a centralized file,
13 which shall be updated periodically and which shall be in a

14 form which will be readily retrievable by each servicing office

15 of the Social Security Administration, of—

16 “(i) the address and the social security account
17 number (or employer identification number) of each
18 representative payee who is receiving benefit payments
19 pursuant to this subsection or section 1631(a)(2), and
20 “(i) the address and social security account
21 number of each individual for whom each representa-
22 tive payee is reported to be providing services as rep-
23 resentative payee pursuant to this subsection or section
24 1631(a)(2).
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“(F) Each servicing office of the Administration shall
maintain a list, which shall be updated periodically, of public
agencies and community-based nonprofit social service agen-
cies which are qualified to serve as representative payees
pursuant to this subsection or section 1631(2)(2) and which
are located in the area served by such servicing office.”.

(B) ErrecTivE DATE.—The amendments
made by subparagraph (A) shall take effect Octo-
ber 1, 1992, and the Secretary of Health and
Human Services shall take such actions as are
necessary to ensure that the requirements of sec-
tion 205G)3)E) of the Social Security Act (as
amended by subparagraph (A) of this paragraph)
are satisfied as of such date.

(2) STUDY RELATING TO MORE STRINGENT
OVERSIGHT 6F HIGH-RISK  REPRESENTATIVE
PAYEES.—

(A) IN GENERAL.—As soon as practicable
after the date of the enactment of this Act, the
Secretary of Health and Human Services shall
conduct a study of the need for a more stringent
accounting system for high-risk representative
payees than is otherwise generally provided under
section 205(j)(3) or 1631(2)(2)(C) of the Social Se-

curity Act, which would include such additional
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reporting requirements, record maintenance re-
qurements, and other measures as the Secretary
considers necessary to determine whether services
are being appropriately provided by such payees
in accordance with such sections 205() and
1631(a)(2).

(B) SPECIAL PROCEDURES.—In such study,
the Secretary shall determine the appropriate
means of implementing more stringent, statistical-
ly valid procedures for—

(i) reviewing reports which would be
submitted to the Secretary under any system
described in subparagraph (A), and

(i) periodic, random audits of records
which would be kept under such a system,

in order to identify any instances in which high-
risk representative payees are misusing payments
made pursuant to section 205() or 1631(a)(2) of
the Social Security Act.

(C) HIGH-RISK REPRESENTATIVE PAYEE.—
For purposes of this paragraph, the term ‘“high-
risk representative payee’’ means a representative
payee under section 205(j) or 1631(a)(2) of the
Social Security Act (42 U.S.C. 405() and

S 3209 PCS
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1383(a)(2), respectively) (other than a Federal or

State institution) who—

(i) regularly provides concurrent serv-
ices as a representative payee under such
section 205()), such section 1631(a)(2), or
both such sections, for 5 or more individuals
who are unrelated to such representative
payee,

(1) is neither related to an individual on
whose behalf the payee is being paid benefits
nor living in the same household with such
individual,

(1) is a creditor of such individual, or

(iv) is in such other category of payees
as the Secretary may determine appropriate.

(D) ReporT.—The Secretary shall report to

the Committee on Ways and Means of the House

of Representatives and the Committee on Finance

of the Senate the results of the study, together

with any recommendations, not later than July 1,

1992. Such report shall include an evaluation of

the feasibility and desirability of legislation imple-

menting stricter accounting and review procedures

for high-risk representative payees in all servicing
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offices of the Social Security Administration (to-

gether with proposed legislative language).

(3) DEMONSTRATION PROJECTS RELATING TO
PROVISION OF INFORMATION TO LOCAL AGENCIES
PROVIDING CHILD AND ADULT PROTECTIVE SERV-

ICES.—

© 0O O & Ot W
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(A) IN GENERAL.—As soon as practicable
after the date of the enactment of this Act, the
Secretary of Health and Human Services shall
implement a demonstration project under this
paragraph in all or part of not fewer than 2
States. Under each such project, the Secretary
shall enter into an agreement with the State in
which the project is located to make readily avail-
able, for the duration of the project, to the appro-
priate State agency, a listing of addresses of mul-
tiple benefit recipients.

(B) LISTING OF ADDRESSES OF MULTIPLE
BENEFIT RECIPIENTS.—The list referred to in
subparagraph (A) shall consist of a current list
setting forth each address within the State at
which benefits under title IT, benefits under title
XVI, or any combination of such benefits are
being received by 5 or more individuals. For pur-

poses of this subparagraph, in the case of benefits
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under title TI, all individuals receiving benefits on
the basis of the wages and self-employment
income of the same individual shall be counted as
1 individual.

(C) APPROPRIATE STATE AGENCY.—The
appropriate State agency referred to in subpara-
graph (A) is the agency of the State which the
Secrefary determines is primarily responsible for
regulating care facilities operated in such State or
providing for child and adult protective services in
such State.

(D) ReporT.—The Secretary shall report to
the Committee on Ways and Means of the House
of Representatives and the Committee on Finance
of the Senate concerning such demonstration
projects, together with any recommendations, not
later than July 1, 1992. Such report shall include
an evaluation of the feasibility and desirability of
legislation implementing the programs established
pursuant to this paragraph on a permanent basis.

(E) STATE.—For purposes of this paragraph,
the term “State” means a State, including the en-
tities included in such term by section 210(h) of

the Social Security Act (42 U.S.C. 410(h)).

(c) REPORTS TO THE CONGRESS.—

S 3209 PCS
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(1) IN GENERAL.—

(A) TrTLE 1.—Section 205()(5) (as so re-
designated by subsection (a)(3)(A)() of this sec-
tion) is amended to read as follows:

“(5) The Secretary shall include as a part of the annual
report required under section 704 information with respect to
the implementation of the preceding provisions of this subsec-
tion, including the number of cases in which the representa-
tive payee was changed, the number of cases discovered
where there has been a misuse of funds, how any such cases
were dealt with by the Secretary, the final disposition of such
cases, including any criminal penalties imposed, and such
other information as the Secretary determines to be appropri-
ate.”’.

(B) TrTLE xvi.—Section 1631(a)(2)(E) (42
U.S.C. 1383(a)(2)(E)), as so redesignated by sub-
section (a)(3)(A)(ii)(I) of this section, is amended to
read as follows:

“(E) The Secretary shall include as a part of the annual
report required under section 704 information with respect to
the implementation of the preceding provisions of this para-
graph, including—

“(@i) the number of cases in which the repre-

sentative payee was changed,;

S 3209 PCS
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“(i) the number of cases discovered where
there has been a misuse of funds;

“(iii) how any such cases were dealt with by
the Secretary;

“(iv) the final disposition of such cases (in-
cluding any criminal penalties imposed); and

“(v) such other information as the Secretary
determines to be appropriate.”.

(2) EFFECTIVE DATE.—The amendments made
by paragraph (1) shall apply with respect to annual re-
ports issued for years after 1991.

(3) FEASIBILITY STUDY REGARDING INVOLVE-
MENT OF DEPARTMENT OF VETERANS AFFAIRS.—As
soon as practicable after the date of the enactment of
this Act, the Secretary of Health and Human Services,
n cooperafion with the Secretary of Veterans Affairs,
shall conduct a study of the feasibility of designating
the Department of Veterans Affairs as the lead agency
for purposes of selecting, appointing, and monitoring
representative payees for those individuals who receive
benefits paid under title IT or XVI of the Social Secu-
rity Act and benefits paid by the Department of Veter-
ans Affairs. Not later than 180 days after the date of
the enactment of this Act, the Secretary of Health and

Human Services shall transmit to the Committee on
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Ways and Means of the House of Representatives and
the Committee on Finance of the Senate a report set-
ting forth the results of such study, together with any
recommendations.

SEC. 6054. FEES FOR REPRESENTATION OF CLAIMANTS IN AD-

MINISTRATIVE PROCEEDINGS.
(a) IN GENERAL.—
(1) TrTLE 11.—Subsection (a) of section 206 (42

U.S.C. 406(a)) is amended—

(A) by inserting ‘(1) after “(a)”;

(B) in the fifth sentence, by striking “When-
ever” and inserting “‘Except as provided in para-
graph (2)(A), whenever”’; and

(C) by striking the sixth sentence and all that
follows through “Any person who” in the seventh
sentence and inserting the following:

“(2)(A) In the case of a claim of entitlement to past-due
benefits under this title, if—

“(1) an agreement between the claimant and an-
other person regarding any fee to be recovered by such
person to compensate such person for services with re-
spect to the claim is presented in writing to the Secre-
tary prior to the time of the Secretary’s determination

regarding the claim,
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“(ii) the fee specified in the agreement does not
exceed the lesser of—

“(I) 25 percent of the total amount of such
past-due benefits (as determined before any appli-
cable reduction under section 1127(a)), or

“(II) $4,000, and
“(iii) the determination is favorable to the claim-

ant,
then the Secretary shall approve that agreement at the time
of the favorable determination, and (subject to paragraph (3))
the fee specified in the agreement shall be the maximum fee.
The Secretary may from time to time increase the dollar
amount under clause ()(II) to the extent that the rate of
increase in such amount, as determined over the period since
January 1, 1991, does not at any time exceed the rate of
increase in primary insurance amounts under section 215(1)
since such date. The Secretary shall publish any such in-
creased amount in the Federal Register.

“(B) For purposes of this subsection, the term ‘past-due
benefits’ excludes any benefits with respect to which payment
has been continued pursuant to section 223(g).

“(C) In the case of a claim with respect to which the
Secretary has apprqved an aéreement pursuant to subpara-
graph (A), the Secretary shall provide the claimant and the

person representing the claimant a written notice of—
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“(1) the dollar amount of the past-due benefits (as
determined before any applicable reduction under sec-
tion 1127(a)) and the dollar amount of the past-due
benefits payable to the claimant,

“(i1) the dollar amount of the maximum fee which
may be charged or recovered as determined under this
paragraph, and

“(il)) a description of the procedures for review
under paragraph (3).

“(3)(A) The Secretary shall provide by regulation for
review of the amount which would otherwise be the maxi-
mum fee as determined under paragraph (2) if, within 15
days after receipt of the notice provided pursuant to para-
graph (2)(C)—

“(1) the claimant, or the administrative law judge
or other adjudicator who made the favorable determi-
nation, submits a written request to the Secretary to
reduce the maximum fee, or

“(i1) the person representing the claimant submits
a written request to the Secretary to increase the max-
imum fee.

Any such review shall be conducted after providing the
claimant, the person representing the claimant, and the adju-
dicator with reasonable notice of such request and an oppor-

tunity to submit written information in favor of or in opposi-
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tion to such request. The adjudicator may request the Secre-
tary to reduce the maximum fee only on the basis of evidence
of the failure of the person representing the claimant to rep-
resent adequately the claimant’s interest or on the basis of
evidence that the fee is clearly excessive for services ren-
dered.

“B)() In the case of a request for review under sub-
paragraph (A) by the claimant or by the person representing
the claimant, such review shall be conducted by the adminis-
trative law judge who made the favorable determination or, if
the Secretary determines that such administrative law judge
is unavailable or if the determination was not made by an
administrative law judge, such review shall be conducted by
another person designated by the Secretary for such purpose.

“(ii) In the case of a request by the adjudicator for
review under subparagraph (A), the review shall be conduct-
ed by the Secretary or by an administrative law judge or
other person (other than such adjudicator) who is designated
by the Secretary.

“(C) Upon completion of the review, the administrative
law judge or other person conducting the review shall affirm
or modify the amount which would otherwise be the maxi-
mum 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 adminis-
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trative law judge or other person conducting the review shall
not be subject to further review.

“(4)(A) Subject t]o subparagraph (B), if the claimant is
determined to be entitled to past-due benefits under this title
and the person representing the claimant is an attorney, the
Secretary shall, notwithstanding section 205(i), certify for
payment out of such past-due benefits (as determined before
any applicable reduction under section 1127(a)) to such attor-
ney an amount equal to the maximum fee, but not in excess
of 25 percent of such past-due benefits (as determined before
any applicable reduction under section 1127(a)).

“(B) The Secretary shall not in any case certify any
amount for payment to the attorney pursuant to this para-
graph before the expiration of the 15-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) TrTLE XVv1.—Paragraph (2)(A) of section 1631

(d) 42 U.S.C. 1383(d)(2)(A)) is amended to read as fol-

lows:

“(2)(A) The provisions of section 206(a) (other than
paragraphs (2)(B) and (4) thereof) shall apply to this part to
the same extent as they apply in the case of title IT, and in so
applying such provisions ‘section 1631(g)’ shall be substituted

for ‘section 1127(a)’.”.
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(b) PROTECTION OF ATTORNEY'S FEES FrOM OFF-
SETTING SSI BENEFITS.—Subsection (a) of section 1127
(42 U.S8.C. 1320a-6(a)) is amended by adding at the end the
following new sentence: “A benefit under title 1I shall not be
reduced pursuant to the preceding sentence to the extent that
any amount of such benefit would not otherwise be available
for payment in full of the maximum fee which may be recov-
ered from such benefit by an attorney pursuant to section
206(a)(4).”.

(c) LimiTATION OF TRAVEL EXPENSES FOR REP- RE-
SENTATION OF CLAIMANTS AT ADMINISTRATIVE PRro-
CEEDINGS.—Section 201()) (42 U.S.C. 401()), section
1631(h) (42 U.S.C. 1383(h)), and section 1817() (42 U.S.C.
13951(1)) are each amended by adding at the end the follow-
ing new sentence: ‘“The amount available for payment under
this subsection for travel by a representative to attend an
administrative proceeding before an administrative law judge
or other adjudicator shall not exceed the maximum amount
allowable under this subsection for such travel originating
within the geographic area of the office having jurisdiction
over such proceeding.”.

(d) EFFECTIVE DATE.—The amendments made by this
section shall apply with respect to determinations made on or
after January 1, 1991, and to reimbursement for travel ex-

penses incurred on or after January 1, 1991.
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TA; RELATED NOTICE REQUIREMENTS.
(a) IN GENERAL.—

(1) TrTLE 11.—Section 205(b) of the Social Secu-
rity 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 respect to an ap-
plication for any benefit under this title or an adverse
determination on reconsideration of such an initial de-
termination shall not serve as a basis for denial of a
subsequent application for any benefit under this title if
the applicant demonstrates that the applicant, or any
other individual referred to in paragraph (1), failed to
so request such a review acting in good faith reliance
upon incorrect, incomplete, or misleading information,
relating to the consequences of reapplying for benefits
in lieu of seeking review of an adverse determination,
provided by any officer or employee of the Social Secu-
rity Administration or any State agency acting under
section 221.

“(B) In any notice of an adverse determination
with respect to which a review may be requested
under paragraph (1), the Secretary shall describe in

clear and specific language the effect on possible enti-
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tlement to benefits under this title of choosing to reap-
ply in lieu of requesting review of the determination.”.
(2) TitLe xvi.—Section 1631(c)(1) (42 U.S.C
1383(c)(1)) 1s amended—
(A) by inserting “(A)” after “(c)(1)"’; and
(B) by adding at the end the following:

“(B)A) A failure to timely request review of an initial
adverse determination with respect to an application for any
payment under this title or an adverse determination on re-
consideration of such an initial determination shall not serve
as a basis for denial of a subsequent application for any pay-
ment under this title if the applicant demonstrates that the
applicant, or any other individual referred to in paragraph
(1), failed to so request such a review acting in good faith
reliance upon incorrect; incomplete, or misleading informa-
tion, relating to the consequences of reapplying for payments
in lieu of seeking review of an adverse determination, provid-
ed by any officer or employee of the Social Security Adminis-
tration.

“(B) In any notice of an adverse determination with re-
spect to which a review may be requested under paragraph
(1), the Secretary shall describe in clear and specific language
the effect on possible entitlement to payments under this title
of choosing to reapply in lieu of requesting review of the

determination.”’.
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(b) EFFECTIVE DATE.—The amendments made by this
section shall apply with respect to adverse determinations
made on or after January 1, 1991.

SEC. 6056. DEMONSTRATION PROJECTS RELATING TO AC-
COUNTABILITY FOR TELEPHONE SERVICE
CENTER COMMUNICATIONS.

() IN GENERAL.—The Secretary of Health and
Human Services shall develop and carry out demonstration
projects designed to implement the accountability procedures
described in subsection (b) in each of not fewer than 3 tele-
phone service centers operated by the Social Security Admin-
istration. Telephone service centers shall be selected for im-
plementation of the accountability procedures as they would
operate in conjunction with the service technology most re-
cently employed by the Social Security Administration. Each
such demonstration project shall commence not later than
180 days after the date of the enactment of this Act and shall
remain in operation for not less than 1 year and not more
than 3 years.

(b) ACCOUNTABILITY PROCEDURES.—

(1) IN GENERAL.—During the period of each
demonstration project developed and carried out by the
Secretary of Health and Human Services with respect
to a telephone service center pursuant to subsection

(a), the Secretary shall provide for the application at
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such telephone service center of accountability proce-

dures consisting of the following:

(A) In any case in which a person communi-

cates with the Social Security Administration by

telephone at such telephone service center and

provides in such communication his or her name,

address, and such other identifying information as

the Secretary determines necessary and appropri-

ate for purposes of this subparagraph, the Secre-

tary must thereafter promptly provide such person

a written receipt which sets forth—

S 3209 PCS

(1) the name of any individual represent-
ing the Social Security Administration with
whom such person has spoken in such com-
munication,

(i) the date of the communication;

(i) a description of the nature of the
communication,

(iv) any action that an individual repre-
senting the Social Security Administration
has indicated in the communication will be
taken in response to the communication, and

(v) a description of the information or

advice offered in the communication by an
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individual representing the Social Security

Administration.

(B) Such person must be notified during the
communication by an individual representing the
Social Security Administration that, if adequate
identifying information is provided to the Adminis-
tration, a receipt described in subparagraph (A)
will be provided to such person.

(C) A copy of any receipt required to be pro-
vided to any person under subparagraph (A) must
be—

(1) included in the file maintained by the

Social Security Administration relating to

such person, or

(i) if there is no such file, otherwise re-
tained by the Social Security Administration

in retrievable form until the end of the 5-

year period following the termination of the

project.

(2) EXCLUSION OF CERTAIN ROUTINE TELE-
PHONE COMMUNICATIONS.—The Secretary may ex-
clude from demonstration projects carried out pursuant
to this section routine telephone communications which
do not relate to potential or current eligibility or enti-

tlement to benefits.
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(c) REPORT.—

(1) In GENERAL—The Secretary of Health and

Human Services shall submit to the Committee on

Ways and Means of the House of Representatives and

the Committee on Finance of the Senate a written

report on the progress of the demonstration projects
conducted pursuant to. this section, together with any
related data and materials which the Secretary may
consider appropriate. The report shall be submitted not
later than 90 days after the termination of the project.
(2) SPECIFIC MATTERS TO BE INCLUDED.—The
report required under paragraph (1) shall—
(A) assess the costs and benefits of the ac-
countability procedures,
(B) identify any major difficulties encountered
in implementing the demonstration project, and
(C) assess the feasibility of implementing the
accountability procedures on a national basis.
SEC. 6057. TELEPHONE ACCESS TO THE SOCIAL SECURITY AD-
MINISTRATION.

(a) REQUIRED MINIMUM LEVEL oF ACCESS TO LOCAL
OrFICES.—In addition to such other access by telephone to
offices of the Social Security Administration as the Secretary
of Health and Human Services may consider appropriate, the

Secretary shall maintain access by telephone to local offices
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of the Social Security Administration at the level of access

generally available as of September 30, 1989.

(b) TELEPHONE LisTINgs.—The Secretary shall make
such requests of local telephone utilities in the United States
a5 are necessary 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 maintained under subsection (a) in such
locality. Such listing may also include information concerning
the availability of a toll-free number which may be called for
general information.

(c) REPORT BY SECRETARY.—Not later than January
1, 1993, the Secretary shall submit to the Committee on
Ways and Means of the House of Representatives and the
Committee on Finance of the Senate a report which—

(1) assesses the impact of the requirements estab-
lished by this section on the Social Security Adminis-
tration’s allocation of resources, workload levels, and
service to the public, and

(2) presents a plan for using new, innovative tech-
nologies to enhance access to the Social Security Ad-
ministration, including access to local offices.

(d) GAO REPORT.—Not later than 90 days after the

date of the enactment of this Act, the Comptroller General of
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the United States shall submit a report to the Committee on
Ways and Means of the House of Representatives and the
Committee on Finance of the Senate describing the level of
telephone access by the public to the local offices of the
Social Security Administration.

(e) EFFECTIVE DATE.—Subsections (a) and (b) shall
take effect on April 1, 1991.

SEC. 6058. AMENDMENTS RELATING TO SOCIAL SECURITY AC-
COUNT STATEMENTS.

(a) IN GENERAL.—Section 1142 of the Social Security
Act (42 U.S.C. 1320b-13), as added by section 10308 of the
Omnibus Budget Reconciliation Act of 1989 (103 Stat.
2485), is amended—

(1) by striking “SEC. 1142.” and inserting “SEC.

1143.”; and

(2) in subsection (c)(2), by striking * a biennial”
and inserting “‘an annual’’.

(b) DisCLOSURE OF ADDRESS INFORMATION BY IN-
TERNAL REVENUE SERVICE TO SOCIAL SECURITY ADMIN-
ISTRATION.—

(1) INn GeNERAL.—Section 6103(m) of the Inter-
nal Revenue Code of 1986 (relating to disclosure of
taxpayer identity information) is amended by adding at

the end the following new paragraph:
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1 “(7) SOCIAL SECURITY ACCOUNT STATEMENT FUR-
2 NISHED BY SOCIAL SECURITY ADMINISTRATION.—Upon
3 written request by the Commissioner of Social Security, the
4 Secretary may disclose the mailing address of any taxpayer
5 who is entitled to receive a social security account statement
6 pursuant to section 1143(c) of the Social Security Act, for
7 use only by officers, employees or agents of the Social Secu-
8 rity Administration for purposes of mailing such statement to
9 such taxpayer.”.
10 (2) SAFEGUARDS.—Section 6103(p)(4) of such
11 Code (relating to safeguards) is amended, in the matter
12 following subparagraph (f)(iii), by striking ‘‘subsection
13 (m)(2), (4), or (6)” and inserting ‘“‘paragraph (2), (4),
14 (6), or (7) of subsection (m)”’.
15 (3) UNAUTHORIZED DISCLOSURE PENALTIES.—
16 Paragraph (2) of section 7213(a) of such Code (relating
17 to unauthorized disclosure of returns and return infor-
18 mation) is amended by striking “(m)(2), (4), or (6)” and
19 inserting ‘“(m)(2), (4), (6), or (7)".

20 SEC. 6059. TRIAL WORK PERIOD DURING ROLLING FIVE-YEAR

21 PERIOD FOR ALL DISABLED BENEFICIARIES.
22 (a) IN GENERAL.—Section 222(c)(42 U.S.C. 422(c)) is
23 amended—
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(1) in paragraph (4)(A), by striking “, beginning
on or after the first day of such period,”” and inserting
“in any period of 60 consecutive months,”; and

(2) by striking paragraph (5).

(b) EFFECTIVE DATE.—The amendments made by sub-

section (a) shall take effect on January 1, 1992.

SEC. 6060. CONTINUATION OF BENEFITS ON ACCOUNT OF PAR-
TICIPATION IN A NON-STATE VOCATIONAL RE-
HABILITATION PROGRAM.

(a) IN GENERAL.—Section 225(b) (42 U.S.C. 425(b)) is
amended—

(1) by striking paragraph (1) and inserting the fol-
lowing new paragraph:

“(1) such individual is participating in an ap-
proved program of vocational rehabilitation services,
and”’; and

(2) in paragraph (2), by striking “‘Commissioner of
Social Security” and inserting ‘“Secretary”.

(b) PAYMENTS AND PROCEDURES.—Section 1631(2)(6)

(42 U.S.C. 1383(a)(6)) is amended—

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

‘“(A) such individual is participating in an ap-
proved program of vocational rehabilitation services,

and’’; and
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(2) in subparagraph (B), by striking “Commission-
er of Social Security” and inserting “Secretary”.

(¢) EFFECTIVE DATE.—The amendments made by this
section shall be effective with respect to benefits payable for
months after the eleventh month following the month in
which this Act is enacted and shall apply only with respect to
individuals whose blindness or disability has or may have
ceased after such eleventh month, as determined by the Sec-
retary of Health and Human Services.

SEC. 6061. LIMITATION ON NEW ENTITLEMENT TO SPECIAL
AGE-72 PAYMENTS.

(a) IN GeNERAL.—Section 228(a)2) 42 U.S.C.
428(a)(2)) is amended by striking ‘“‘(B)” and inserting “(B)(i)
attained such age after 1967 and before 1972, and (i)’

(b) EFFECTIVE DATE— The amendment made by sub-
section (a) shall apply with respect benefits payable on the
basis of applications filed after the date of the enactment of
this Act.

SEC. 6062. ELIMINATION OF ADVANCED CREDITING TO THE
TRUST FUNDS OF SOCIAL SECURITY PAYROLL
TAXES AND REVENUES FROM TAXATION OF
SOCIAL SECURITY BENEFITS.

(a) IN GENERAL.—Section 201(a)(42 U.S.C. 401(a)) is
amended—

(1) in the first sentence following clause (4)—
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(A) by striking “monthly on the first day of
each calendar month” both places it appears and
inserting “from time to time’’;

(B) by striking “to be paid to or deposited
into the Treasury during such month” and insert-
ing “paid to or deposited into the Treasury”; and
(2) in the last sentence, by striking ‘“Fund;” and

inserting “Fund. Notwithstanding the preceding sen-

tence, in any month for which the Secretary of the

Treasury determines that the assets of either such

Trust Fund would otherwise be inadequate to meet

such Fund’s obligations, the Secretary of the Treasury

shall transfer to such Trust Fund on the first day of
such month the amount which would have been trans-
ferred to such Fund under this section as in effect on

October 1, 1990; and’’.

(¢) EFFecTIVE DATE.—The amendments made by this
section shall become effective on the first day of the month
following the month in which this Act is enacted.

SEC. 6063. ELIMINATION OF ELIGIBILITY FOR RETROACTIVE
BENEFITS FOR CERTAIN INDIVIDUALS ELIGI-
BLE FOR REDUCED BENEFITS.

(@ IN GENERAL.—Section 202(G)4) (42 U.S.C.

402())(4)) is amended—
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(1) in subparagraph (A), by striking “if the effect”

[y

and all that follows and inserting “if the amount of the
monthly benefit to which such individual would other-
wise be entitled for any such month would be subject
to reduction pursuant to subsection (q).”’; and

(2) in subparagraph (B), by striking clauses (i) and
(iv) and by redesignating clauses (i), (iii), and (v) as

clauses (i), (i), and (iii), respectively.

© W a9 O Ot s~ W o

(b) EFFECTIVE DATE.—The amendments made by this
10 section shall apply with respect to applications for benefits
11 filed on or after January 1, 1991.

12 SEC. 6064. CONSOLIDATION OF OLD METHODS OF COMPUTING

13 PRIMARY INSURANCE AMOUNTS.
14 (a) CONSOLIDATION OF COMPUTATION METHODS.—
15 (1) IN GENERAL.—Section 215(a)(5) 42 U.S.C.

16 415(a)(5)) is amended—

17 (A) by striking ‘“For purposes of” and insert-
18 ing “(A) Subject to subparagraphs (B), (C), (D)
19 and (E), for purposes of”’;

20 (B) by striking the last sentence; and

21 (C) by adding at the end the following new
22 subparagraphs:

23 “(B)(1) Subject to clauses (ii), (iii), and (iv), and notwith-

24 standing any other provision of law, the primary insurance

25 amount of any individual described in subparagraph (C) shall
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be, in lieu of the primary insurance amount as computed pur-
suant to any of the provisions referred to in subparagraph
(D), the primary insurance amount computed under subsec-
tion (a) of section 215 as in effect in December 1978, without
regard to subsection (b)(4) and (c) of such section as so in
effect.

“(ii) The computation of a primary insurance 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 section 215(b)).

“(iii) In computing a 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 insurance amount of such individual
shall be the greater of—

“I) the primary insurance amount computed
under the preceding clauses of this subparagraph, or
“(II) the primary insurance amount computed under
section 215(d).

“(C) An individual is described in this subparagraph if—

‘(i) paragraph (1) does not apply to such individ-

ual by reason of such individual’s eligibility for an old-
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1 age or disability insurance benefit, or the individual’s
2 death, prior to 1979, and

3 “(ii) such individual’s primary insurance amount
4 computed under this section as in effect immediately
5 before the date of the enactment of the Omnibus
6 Budget Reconciliation Act of 1990 would have been
7 computed under the provisions described in subpara-
8 graph (D).

9 “(D) The provisions described in this subparagraph
10 are—
11 “() the provisions of this subsection as in effect
12 prior to the enactment of the Social Security Amend-
13 ments of 1965, if such provisions would preclude the
14 use of wages prior to 1951 in the computation of the
15 primary insurance amount,
16 “(ii) the provisions of section 209 as in effect prior
17 to the enactment of the Social Security Act Amend-
18 ments of 1950, and

19 “(ii]) the provisions of section 215(d) as in effect
20 prior to the enactment of the Social Security Amend-
21 ments of 1977.
22 “(E) For purposes of this paragraph, the table for deter-

23 mining primary insurance amounts and maximum family ben-
24 efits contained in this section in December 1978 shall be re-

25 vised as provided by subsection (i) for each year after 1978.”.
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(2) COMPUTATION OF PRIMARY INSURANCE BEN-
EFIT UNDER 1939 ACT.—

(A) DIvISION OF WAGES BY ELAPSED
YEARS.—Section 215(d)(1) (42 U.S.C. 415(d)(1))
1s amended—

(1) in subparagraph (A), by inserting

“and subject to section 104()(2) of the Social

Security Amendments of 1972” after ‘‘there-

of”’; and

(1)) by striking ‘“(B) For purposes” in
subparagraph (B) and all that follows
through clause (ii) of such subparagraph and
inserting the following:
“(B) For purposes of subparagraphs (B) and (C) of
subsection (b)(2) (as so in effect)—

“(1) the total wages prior to 1951 (as defined
in subparagraph (C) of this paragraph) of an indi-
vidual—

“(I) shall, in the case of an individual

who attained age 21 prior to 1950, be divid-

ed by the number of years (hereinafter in this

subparagraph referred to as the ‘divisor’)
elapsing after the year in which the individ-
ual attained age 20, or 1936 if later, and

prior to the earlier of the year of death or
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1951, except that such divisor shall not in-

clude any calendar year entirely included in

a period of disability, and in no case shall the

divisor be less than one, and

“(IT) shall, in the case of an individual

who died before 1950 and before attaining
age 21, be divided by the number of years
(hereinafter in this subparagraph referred to
as the ‘divisor’) elapsing after the second
year prior to the year of death, or 1936 if
later, and prior to the year of death, and in
no case shall the divisor be less than one;
and

“(i)) the total wages prior to 1951 (as de-
fined in subparagraph (C) of this paragraph) of an
individual who either attained age 21 after 1949
or died after 1949 before attaining age 21, shall
be divided by the number of years (hereinafter in
this subparagraph referred to as the ‘divisor’)
elapsing after 1949 and prior to 1951.”.

(B) CREDITING OF WAGES TO YEARS.—
Clause (i) of section 215(d)(1)(B) (42 U.S.C.
415(d)(1)(B)(ii1)) is amended to read as follows:

“(ii) if the quotient exceeds $3,000, only
$3,000 shall be deemed to be the individual’s
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wages for each of the years which were used in
computing the amount of the divisor, and the re-
mainder of the individual’s total wages prior to
1951 (I) if less than $3,000, shall be deemed
credited to the computation base year (as defined
in subsection (b)(2) as in effect in December 1977)
immediately preceding the earliest year used in
computing the amount of the divisor, or (II) if
$3,000 or more, shall be deemed credited, in
$3,000 increments, to the computation base year
(as so defined) immediately preceding the earliest
year used in computing the amount of the divisor
and to each of the computation base years (as so
defined) consecutively preceding that year, with
any remainder less than $3,000 being credited to
the computation base year (as so defined) immedi-
ately preceding the earliest year to which a full
$3,000 increment was credited; and’’.
(C) AppLicaBILITY.—Section 215(d) is fur-
ther amended—
(i) in paragraph (2)(B), by striking
“except as provided in paragraph (3),”;
(i) by striking paragraph (2)(C) and in-

serting the following:
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“(C)i)) who becomes entitled to benefits under
section 202(a) or 223 or who dies, or
“(i)) whose primary insurance amount is required
to be recomputed under paragraph (2), (6), or (7) of
subsection (f) or under section 231.”; and
(i) by striking paragraphs (3) and (4).
(3) CONFORMING AMENDMENTS.—

(A) Section 215(i)(4) (42 U.S.C. 415()(4)) is
amended in the first senter;ce by inserting “‘and as
amended by section 6064 of the Omnibus Budget
Reconciliation Act of 1990” after “as then in
effect”.

(B) Section 203(a)(8) (42 U.S.C. 403(a)(8)) is
amended in the first sentence by inserting “and as
amended by section 6064 of the Omnibus Budget
Reconciliation Act of 1990,” after ‘“December
1978” the second place it appears.

(C) Section 215(c) (42 U.S.C. 415(c)) is
amended by striking “This” and inserting ‘‘Sub-
ject to the amendments made by section 6064 of
the Omnibus Budget Reconciliation Act of 1990,
this”.

(D) Section 215(f)(7) (42 U.S.C. 415(f)(7)) is
amended by striking the period at the end of the

first sentence and inserting “, including a primary

S 3209 PCS



© O 9 A Ot B W N

N DN N N N DN =t e ek ek et bk ek et pmd et
St = W N = O W O A Ot R W N -

- 294
insurance amount computed under any such sub-
section whose operation is modified as a result of
the amendments made by section 6064 of the
Omnibus Budget Reconciliation Act of 1990”.

(E)(@) Section 215(d) (42 U.S.C. 415(d) is
further amended by redesignating paragraph (5) as
paragraph (3).

(i) Subsections (a)(7)(A), (@)7)(C)(i), and
(f9)A) of section 215 of such Act (42 U.S.C.
415) are each amended by striking ‘‘subsection
(d)(5)” each place it appears and inserting ‘“‘sub-
section (d)(3)"".

“(i]) Section 215()9)B) 42 U.S.C.
415(f)(9)(B)) is amended by striking ‘“‘subsection
(a)(7) or (d)(5)” each place it appears and insert-
ing “‘subsection (a)(7) or (d)(3)". |
(4) EFFECTIVE DATE.—

(A) IN GENERAL.—Except as provided in
subparagraph (B), the amendments made by this
subsection shall apply with respect to the compu-
tation of the primary insurance amount of any in-
sured individual in any case in which & person be-
comes entitled to benefits under section 202 or
223 on the basis of such insured individual’s

wages and self-employment income for months
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after the 18-month period following the month in
which this Act is enacted, except that such
amendments shall not apply if any person is enti-
tled to benefits based on the wages and self-em-
ployment income of such insured individual for the
month preceding the initial month of such person’s
entitlement to such benefits under section 202 or
223.

(B) RecoMpUTATIONS.—The amendments
made by this subsection shall apply with respect
to any primary ‘insurance amount upon the recom-
putation of such primary insurance amount if such
recomputation is first effective for monthly bene-
fits for months after the 18-month period follow-
ing the month in which this Aect is enacted.

(b) BENEFITS IN CASE OF VETERANS.—Section 217(b)
(42 U.S.C. 417(b)) is amended—
(1) in the first sentence of paragraph (1), by strik-
ing “Any” and inserting ‘“Subject to paragraph (3),
any’’; and
(2) by adding at the end the following new para-
graph:
“(3)(A) The preceding provisions of this subsection shall
apply for purposes of determining the entitlement to benefits

under section 202, based on the primary msurance amount of
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the deceased World War II veteran, of any surviving individ-
ual only if such surviving individual makes application for
such benefits before the end of the 18-month period after the
month in which the Omnibus Budget Reconciliation Act of
1990 was enacted.

“(B) Subparagraph (A) shall not apply if any person is
entitled to benefits under section 202 based on the primary
mnsurance amount of such veteran for the month preceding
the month in ‘which such application is made.”.

(c) APPLICABILITY OF ALTERNATIVE METHOD FOR
DETERMINING QUART™RS OF COVERAGE WITH RESPECT
TO WAGES IN THE PERIOD FROM 1937 TO 1950.—

(1) APPLICABILITY WITHOUT REGARD TO

NUMBER OF ELAPSED YEARS.—Section 213(c) (42

U.S.C. 413(c)) is amended—

(A) by inserting “and 215(d)”’ after “214(a)”’;
and

(B) by striking “‘except where—"' and all
that follows and inserting the following: “‘except
where such individual is not a fully insured indi-
vidual on the basis of the number of quarters of
coverage so derived plus the number of quarters
of coverage derived from the wages and self-em-
ployment income credited to such individual for

periods after 1950.”.
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(2) APPLICABILITY WITHOUT REGARD TO DATE
OF DEATH.—Section 155(b)(2) of the Social Security
Amendments of 1967 is amended by striking “after
such date”’.

(3) EFFECTIVE DATE.—The amendments made
by this subsection shall apply only with respect to indi-
viduals who—

(A) make application for benefits under sec-

tion 202 of the Social Security Act after the 18-

month period following the month in which ﬁhis

Act is enacted, and

(B) are not entitled to benefits under section

227 or 228 of such Act for the month in which

such application is made.

SEC. 6065. SUSPENSION OF DEPENDENT’S BENEFITS WHEN
THE WORKER IS IN AN EXTENDED PERIOD OF
ELIGIBILITY,

(a) IN GENERAL.—Section 223(e) (42 U.S.C. 623(e)) is
amended by—

(1) by inserting “(1)” after “(e)”’; and

(2) by adding at the end the following new para-
graph:

“(2) No benefit shall be payable under section 202 on
the basis of the wages and self-employment income of an

individual entitled to a benefit under subsection (a)(1) of this
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- section for any month for which the benefit of such individual

‘under subsection (a)(1) is not payable under paragraph (1).”.

() EFFecTIVE DATE.—The amendments made by sub-
section (a) shall apply with respect to benefits for months

after the date of the enactment of this Act.

Subtitle B—Medicare
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13 PART 3—PROVISIONS RELATING TO PARTS A AND B
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18 SEC. 6152. MEDICARE AS SECONDARY PAYER.

19 (a) EXTENSION OF TRANSFER OF DATA.—

20 (1)  Section 1862(M)5)C)Gi) (42 U.S.C.
21 1395y(b)(5)(C)(iii)) is amended by striking ‘‘September
22 30, 1991” and inserting ‘‘September 30, 1995".

23 (2) Section 6103(1)(12)(F) of the Internal Revenue
24 Code of 1986 is amended—
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1 (A) in clause (i), by striking “September 30,
1991” and inserting ‘‘September 30, 1995”';
B) in clause (i){I), by striking “1990” and
inserting ‘“1994"’; and
(C) in clause (i)(II), by striking “1991” and
inserting ‘“1995"".
(b) EXTENSION OF APPLICATION TO DiSABLED BENE-
FICIARIES.—Section  1862(b}1)B)@i) (42  U.S.C.
1395y(b)(1)(B)(iii)) is amended by striking “January 1, 1992

®© 0 3 & Ot » W N

10 and inserting ‘“‘October 1, 1995”.

11 (c) TEMPORARY ExTENsION OF ESRD PERIOD.—

12 (1) IN GENERAL.—Section 1862(b)(1)(C) (42
13 U.S.C. 1395y(b)(1)(C)) is amended to read as follows:

14 “(C) INDIVIDUALS WITH END-STAGE RENAL DIS-
15 EASE.—

16 “(i) A group health plan (as defined in sub-
17 paragraph (A)(v)) may not take into account that
18 an individual is entitled to benefits under this title
19 solely by reason of section 226A during the 12-
20 month period that begins with the earlier of —

21 “(D) the first month in which the indi-
22 vidual becomes entitled to benefits under
23 part A under the provisions of section 2264,
24 or
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“(D in the case of an individual who
receives a kidney transplant, the first month
in which the individual would be eligible for
benefits under part A (if the individual had
filed an application for such benefits) under
the provisions of section 226A(b)(1)(B).

“(ii) A group health plan (as so defined) may
not differentiate in the benefits it provides be-
tween individuals having end-stage renal disease
and other individuals covered by such plan on the
basis of the existence of end-stage renal disease,
the need for renal dialysis, or in any other
manner. The preceding sentence shall not prohibit
a plan from taking into account that an individual
is entitled to benefits under this title solely by
reason of section 226A during a period occurring
before or after the 12-month period described in
clause (1).

“(ii)) Effective for items and services fur-
nished on or after February 1, 1991, and before
January 1, 1996 (with respect to periods begin-
ning on or after February 1, 1990), clauses () and
(ii) shall be applied by substituting ‘24-month’ for

‘12-month’ each place it appears.”.
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(2) Stupy.—(A) The Comptroller General shall

study and 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 impact of the application of clause (iii) of
section 1862(b)(1)(C) of the Social Security Act (42
U.S.C. 1395y(b)(1)(C)) on individuals entitled to bene-
fits under title XVIII of such Act by reason of section
226A of such Act. The report shall include information
relating to—

(i) the number (and geographic distribution)
of such individuals for whom medicare is second-
ary,

(i) the amount of savings to the medicare
program achieved annually by reason of the appli-
cation of such clause,

(iii) the effect on access to employment, and
employment-based health insurance, for such indi-
viduals and their family members (including cover-
age by employment-based health insurance of
cost-sharing requirements under medicare after
such employment-based insurance becomes sec-

ondary),
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(iv) the effect on the amount paid for each
dialysis treatment under employment-based health
msurance, and

(v) the effect on cost-sharing requirements
under employment-based health insurance (and on
out-of-pocket expenses of such individuals) during
the period for which medicare is secondary.

(B) The Comptroller General shall submit a pre-
liminary report under this subsection not later than
January 1, 1993, and a final report not later than Jan-
uary 1, 1995.

(d) EFFeCTIVE DATES.—

(1) Except as provided in paragraph (2), the
amendments made by this section shall become effec-
tive on the date of the enactment of this Act.

(2)(A) The amendment made by subsection
(a)(2)(B) shall apply to requests made on or after the
date of the enactment of this Act.

(B) Section 1862(b)(1)(C)G)(T) of the Social Securi-
ty Act, as amended by subsection (c), and section
1862(b)(1)(C)(iii) of such Act, as added by such subsec-
tion, shall apply to periods beginning on or after Feb-
ruary 1, 1990.

(C) The amendments made by subsection (d) shall

be effective—
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(i) on January 1, 1992, with respect to indi-
viduals described in clause (ii) of subparagraph (A)
of the paragraph added by paragraph (d)(1) who
are covered by group health plans contributed to
or sponsored by employers with 1,000 or more
employees and with respect to all individuals de-
scribed in clause (i) of subparagraph (A) of such
paragraph;

(i) on January 1, 1993, with respect to indi-
viduals covered by group health plans contributed
to or sponsored by employers with 100 or more
employees; and

(i) on January 1, 1994, with respect to all

other individuals.
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PART 4—PROVISIONS RELATING TO PREMIUMS,
DEDUCTIBLES, AND COINSURANCE
SEC. 6161. PART B PREMIUM.
Section 1839(e) is amended by inserting “and for each
month after December 1992 and before January 1996” after

“January 1991” each time it appears.
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20 Subtitle C—Medicaid
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1 PART II—-PURCHASE OF PRIVATE INSURANCE

2 SEC. 6211. STATES REQUIRED TO PAY PREMIUMS, DEDUCTI-
3 BLES, AND COINSURANCE FOR PRIVATE
4 HEALTH INSURANCE COVERAGE FOR MEDIC-
5 AID BENEFICIARIES WHERE COST EFFECTIVE.
6 (a) STATE PLAN REQUIREMENT.—Section 1902(a) (42
7 U.S.C. 1396a(a)), as amended by section 6201, is further
8 amended—

9 (1) by striking “and” at the end of paragraph
10 (53);
11 (2) by striking the period at the end of paragraph
12 (54) and inserting “; and’’; and
13 (3) by adding at the end the following new para-
14 graph:
15 “(55) meet the requirements of section 1928 (re-
16 lating to payment of premiums, deductibles, and coin-
17 surance for private health insurance).”.
18 (b) DescripTION OF REQUIREMENT.—Title XIX (42

19 U.S.C. 1396 et seq.), as amended by section 6201, is further

20 amended—

21 (1) by redesignating section 1928 as section 1929;
22 and

23 (2) by inserting after section 1927 the following
24 new section:
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“PAYMENT OF PREMIUMS FOR PRIVATE HEALTH
INSURANCE

“Sec. 1928. (a) REQUIREMENT.—Notwithstanding any
other provision of this title, each State plan approved under
this title shall provide that with respect to individuals eligible
for medical assistance under this title that the State shall pay
premiums, deductibles, and coinsurance for private health in-
surance policies (as defined in subsection (d)) on behalf of
such individuals and, where appropriate, the individuals’
family members, when it is cost effective to do so.

“(b) DETERMINATION OF COST EFFECTIVENESS.—
The Secretary shall promulgate regulations providing criteria
for determining cost effectiveness for purposes of this section.
In promulgating regulations under this subsection the Secre-
tary shall consider:

(1) the duration of the time period to be consid-
ered by States in determining cost effectiveness;

(2) whether States in determining cost effective-
ness, may base such determination on individual cir-
cumstances or actuarial categories, and, if based on ac-
tuarial categories whether States should be permitted
to categorize actuarial groups on the basis of diagnosis;

and

(8) the circumstances under which States should

pay premiums, deductibles, and coinsurance for non-
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medicaid eligible family members of individuals eligible

for medical assistance under this title.

“(c) ScorE OF COVERAGE.—Each State shall ensure
that as part of its State plan approved under this title that
where the State makes payments for premiums, deductibles,
or coinsurance for private health insurance coverage on
behalf of an individual who is eligible for medical assistance
under this section, that if such private health coverage does
not cover an item or service or does not cover an item or
service to the same extent as such item or service is covered
under the State plan approved under this title that the State
shall provide under such State plan any additional benefits
necessary to provide such individual with coverage as com-
prehensive in amount, duration, and scope as medical assist-
ance provided under the State plan approved under this title.

“(d) PrivaTE HEALTH INSURANCE DEFINED.—For
purposes of this section, the term ‘private health insurance
policy’ includes employment-related health insurance, group
health insurance, membership in private health maintenance
organizations, or such other private health insurance as the
Secretary may specify.”’.

(c) CONFORMING AMENDMENTS.—

(1) LIMITATION ON AMOUNT, DURATION, AND

SCOPE OF BENEFITS MODIFIED.—Section 1902(a)(10)

S 3209 PCS



© 00 a2 O Ot A W N e

[\ T - TR - T X T N R S e R N o e T e e T o T T =
B W N = O W 00 - & Ot W D= O

556
(42 U.S.C. 1396a(a)(10)) is amended in the matter fol-
lowing subparagraph (E)—
(A) by striking “and” at the end of subdivi-

sion (IX);

(B) by inserting “and” at the end of subdivi-
sion (X); and

(C) by adding at the end the following new
subdivision:

“(XI) the making available of med-
ical assistance to cover the costs of pre-
miums, deductibles, and coinsurance for
certain individuals for private health
coverage as described in section 1928
shall not, by reason of paragraph (10),
require the making available of any
such benefits or the making available of
services of the same amount, duration,
and scope of such private coverage to
any other individuals;”.

(2) PREMIUMS INCLUDED AS MEDICAL ASSIST-
ANCE.—Section 1905(a) (4§ U.S.C. 1396d(a)) is
amended—

(A) by étriking “and” at the end of para-

graph (21);
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(B) by redesignating paragraph (22) as para-
graph (23); and
(C) by inserting after paragraph (21) the fol-
lowing new paragraph:
“(22) premiums, deductibles, and coinsurance for
private health insurance coverage where cost effective

(as provided in section 1928); and”’.

(d) EFFECTIVE DATE.—(1) The amendments made by
this section shall become effective with respect to payments
for calendar quarters beginning on or after January 1, 1991.

(2) In the case of a State plan for medical assistance
under title XIX of the Social Security Act which the Secre-
tary of Health and Human Services determines requires
State legislation (other than legislation authorizing or appro-
priating funds) in order for the plan to meet the additional
requirements imposed by the amendments made by subsec-
tion (a), the State plan shall not be regarded as failing to
comply with the requirements of such title solely on the basis
of its failure to meet this additional requirement before the
first day of the first calendar 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
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deemed to be a separate regular session of the State legisla-
ture.
PART III—LOW-INCOME ELDERLY
SEC. 6221. 1-YEAR ACCELERATION OF AND INCREASE IN
OPTION AMOUNT FOR BUY-IN OF PREMIUMS
AND COST SHARING FOR INDIGENT MEDICARE
BENEFICIARIES.

(a) OpTION UP TO 133 PERCENT OF POVERTY LINE.—
Section 1905(p)(2)(A) (42 U.S.C.. 1396d(p)(2)(A)) is amended
by striking “100” and inserting “133"".

(b) REQUIRED 1-YEAR ACCELERATION TO 100 PERr-
CENT OF PovERTY LINE.—Section 1905(p)(2) (42 U.S.C.
1396d(p)(2)) 1s further amended—

(1) in subparagraph (B)—

(A) by adding “and” at the end of clause (ii);

(B) in clause (i), by striking “95 percent,
and’’ and inserting ‘‘100 percent.”’; and

(C) by striking clause (iv); and
(2) in subparagraph (C)—

(A) in clause (iii), by striking “90” and in-
serting “95’.’;

(B) by adding “and” at the end of clause
(1),

(C) in clause (iv), by striking “95 percent,

and” and inserting ““100 percent.”’; and
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(D) by striking clause (v).

(c) EFFECTIVE DATE.—(1) The amendment made by
subsection (a) and, except as provided in paragraph (2), the
amendments made by subsection (b) shall become effective
with respect to payments for calendar quarters beginning on
or after January 1, 1991.

(2) In the case of a State plan for medical assistance
under title XIX of the Social Security Act which the Secre-
tary of Health and Human Services determines requires
State legislation (other than legislation authorizing or appro-
priating funds) in order for the plan to meet the additional
requirements imposed by the amendments made by this sec-
tion, the State plan shall not be regarded as failing to comply
with the requirements of such title solely on the basis of its
failure to meet this additional requirement before the first day
of the first calendar 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 regular session of the State legislature.
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- PART VII-MISCELLANEOUS AND TECHNICAL
PROVISIONS
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SEC. 6265. OPTIONAL STATE MEDICAID DISABILITY DETERMI-
NATIONS INDEPENDENT OF THE SOCIAL SECU-
RITY ADMINISTRATION.

(2) IN GENERAL.—Section 1902 (42 U.S.C. 1396a) as
amended by section 6201 is further amended by adding at the
end the following new subsection:

“(£)(1) A State plan may provide for the making of de-

terminations of disability or blindness for the purpose of de-
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termining eligibility for medical assistance under the State
plan by the single State agency or its designee, and make
medical assistance available to individuals whom it finds to be
blind or disabled and who are determined otherwise eligible
for such assistance during the period of time prior to which a
final determination of disability or blindness is made by the
Social Security Administration with respect to such an indi-
vidual. In making such determinations, the State must apply
the definitions of disability and blindness found in section
1614(a) of the Social Security Act.”. -

(b) STupY OF MEDICAID DISABILITY DEFINITION.—
(1) The General Accounting Office shall conduct a study of
the appropriateness of the use of the definition of disability
and blindness (including the durational requirement) found in
section 1614(a) of the Social Security Act for purposes of
eligibility for medical assistance under title XIX of the Social
Security Act.

(2) By no later than January 1, 1992, the GAO shall
submit a report to Congress and to the Secretary of Health
and Human Services on its study and shall include its recom-

mendations, if any.
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TITLE VII—-COMMITTEE ON
FINANCE REVENUE PROVISIONS

SEC. 7100. SHORT TITLE; ETC.

(a) SHORT TITLE.—This title may be cited as the
‘“Revenue Reconciliation Act of 1990,

(b) AMENDMENT OF 1986 CoDE.—Except as otherwise
expressly provided, whenever in this title an amendment or
repeal is expressed in terms of an amendment to, or repeal of,

a section or other provision, the reference shall be considered
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1 to be made to a section or other provision of the Internal

2 Revenue Code of 1986.

3
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Allocation of research and experimental expenditures.

Research credit.

Employer-provided educational assistance.

Group legal services plans.

Targeted jobs credit.

Energy investment credit for solar, geothermal, and ocean thermal
property.

Low-income housing credit.

Qualified mortgage bonds.

Qualified small issue bonds.

Health insurance costs of self-employed individuals.

Expenses for drugs for rare conditions.

Subtitle B—Tax Incentives

ParT I—-ENERGY INCENTIVES

Extension and modification of credit for producing fuel from nonconven-
tional source.

Credit for small producers of ethanol; modification of alcohol fuels
credit.

Tax credit to increase domestic energy exploration and production.

Percentage depletion permitted after transfer of proven property.

Net income limitation on percentage depletion increased from 50 per-
cent to 100 percent of property net income for oil and natural gas
wells.

Increase in percentage depletion allowance for marginal production.

Special energy deduction for minimum tax.

ParT II—SMaLL BUSINESs INCENTIVES
SUBPART A—TREATMENT OF ESTATE TAX FREEZES

Repeal of section 2036(c).
Special valuation rules.

SUBPART B—ADDITIONAL INCENTIVES

Increase in limitation on expensing under section 179.
Credit for cost of providing nondiscriminatory public accommodations
for disabled individuals.

Subtitle C—Modifications of Earned Income Tax Credit

Modifications of earned income tax credit.
Dependent care credit made refundable.
Study of advance payments.

Program to increase public awareness.
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7305. Exclusion from income and resources of earned income tax credit under
titles IV, XVI, and XIX of the Social Security Act.
7306. Coordination with refund provision.

Subtitle D—Revenue-Raising Provisions

ParT I—ExcISE TAXES
SUBPART A—TAXES RELATED TO HEALTH AND THE ENVIRONMENT

7401. Increase in excise taxes on distilled spirits, wine, and beer.
7402. Increase in excis¢ taxes on tobacco products.
7403. Additional chemicals subject to tax on ozone-depleting chemicals.

SUBPART B—USER-RELATED TAXES

7404. Increase and extension of highway-related taxes and trust fund.

7405. Increase and extension of aviation-related taxes and trust fund; repeal
of reduction in rates.

7406. Increase in harbor maintenance tax.

7407. Extension of Leaking Underground Storage Tank Trust Fund taxes.

7408. Floor stocks tax treatment of articles in foreign trade zones.

SUBPART C—TAXES ON LUXURY ITEMS
7409. Taxes on luxury items.
SUBPART D—TELEPHONE TAX

7410. Permanent extension of telephone excise tax.

PART IT—INSURANCE PROVISIONS
SUBPART A—PROVISIONS RELATED TO POLICY ACQUISITION COSTS

7411. Capitalization of policy acquisition expenses.

7412. Treatment of certain nonlife reserves of life insurance companies.

7413. Treatment of life insurance reserves of insurance companies which are
not hfe insurance companies.

SUBPART B—TREATMENT OF SALVAGE RECOVERABLE
7414. Treatment of salvage recoverable.
SUBPART C-WAIVER OF ESTIMATED TAX PENALTIES

7415. Waiver of estimated tax penalties.

PaRT III—COMPLIANCE PROVISIONS

7421. Suspension of statute of limitations during proceedings to enforce cer-
tain summonses.

7422. Accuracy-related penalty to apply to section 482 adjustments.

7423. Treatment of persons providing services.

7424. Application of amendments made by section 7403 of Revenue Reconcili-
ation Act of 1989 to taxable years beginning on or before July
10, 1989.

7425. Other reporting requirements.

7426. Study of section 482.
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ParT IV—EMPLOYER REVERSIONS

SUBPART A—TREATMENT OF REVERSIONS OF QUALIFIED PLAN ASSETS TO

Sec.
Sec.
Sec.

Sec.
Sec.

Sec.

Sec.
Sec.
Sec.

Sec.

Sec.
Sec.

Sec.
Sec.
Sec.
Sec.
Sec.

Sec.

Sec.
Sec.
Sec.

Sec.
Sec.
Sec.

7431
7432
7433

7434.
7435.

T7441.

7442.
7443.
7444.

7445.

7451.

7452.

7453.
7454.
7455.
7456.
7457.

7458.

7461.
7462.
7463.

7471.
7472.
7473.

EMPLOYERS

. Increase in reversion tax.
. Additional tax if no replacement plan.
. Effective date.

SUBPART B—TRANSFERS TO RETIREE HEALTH ACCOUNTS

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

Part V——Corporate Provisions

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

Modifications to regulations issued under section 305(c).

Modifications to section 1060.

Modification to corporation equity reduction limitations on net operating
loss carrybacks.

Issuance of debt or stock in satisfaction of indebtedness.

Part VI—Employment Tax Provisions

Increase in dollar limitation on amount of wages subject to hospital in-
surance tax.

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

Coverage of certain state and local employees under social security.

Extension of FUTA surtax.

Increase in tier 2 railroad retirement taxes.

Transfer to railroad retirement account.

Tier 1 railroad retirement tax rates explicitly determined by reference
to social security taxes.

Deposits of payroll taxes.

Part VII—Miscellaneous Provisions

Overall limitation on itemized deductions.
Disallowance of deduction for interest on unpaid corporate taxes.
Denial of deduction for unnecessary cosmetic surgery.

Subtitle E—Other Provisions

Tax-related user fees made permanent.
Public debt limit extension.
Reports of refunds and credits.
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1 Subtitle A—1-Year Extension of
2 Certain Expiring Tax Provisions
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SEC. 7103. EMPLOYER-PROVIDED EDUCATIONAL ASSISTANCE.

(a) IN GENERAL.—Subsection (d) of section 127 (relat-
ing to educational assistance programs) is amended by strik-
ing “September 30, 1990” and inserting ‘“December 31,
1991”.

(b) REPEAL OF LIMITATION ON GRADUATE LEVEL
ASSISTANCE.—Section 127(c)(1) is amended by striking the
last sentence.

(c) CONFORMING AMENDMENT.—Subsection (z;) of sec-
tion 7101 of the Revenue Reconciliation Act of 1989 is
amended by striking paragraph (2).

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in para-
graph (2), the amendments made by this section shall
apply to taxable years beginning after December 31,
1989.

(2) SUBSECTION (b).—The amendment made by
subsection (b) shall apply to taxable years beginning
after December 31, 1990.
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SEC. 7104. GROUP LEGAL SERVICES PLANS.

(a) IN GENERAL.—Subsection (é) of section 120 (relat-
ing to amounts received under qualified group legal services
plans) is amended by striking “September 30, 1990” and in-
serting “December 31, 1991”.

(b) CONFORMING AMENDMENT.—Subsection (a) of sec-
tion 7102 of the Revenue Reconciliation Act of 1989 is
amended by striking paragraph (2).

(c) EFFECTIVE DATE.—The amendments made by this
section shall apply to taxable years beginning after De-
cember 31, 1989.

SEC. 7105. TARGETED JOBS CREDIT.

() IN GENERAL.—Paragraph (4) of section 51(c) is
amended by striking “September 30, 1990” and inserting
“December 31, 1991”.

(b) AUTHORIZATION.—Paragraph (2) of section 261(f)
of the Economic Recovery Act of 1981 is amended by strik-
ing “fiscal year 1982” and all that follows through “‘neces-
sary”’ and inserting “‘each fiscal year such sums as may be
necessary’’.

(c) EFFECTIVE DATES.—

(1) CrepIT.—The amendment made by subsec-
tion (a) shall apply to individuals who begin work for

the employer after September 30, 1990.
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(2) AuTHORIZATION.—The amendment made by
subsection (b) shall apply to fiscal years beginning after
1990.
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1 PART VI—EMPLOYMENT TAX PROVISIONS
2 SEC. 7451. INCREASE IN DOLLAR LIMITATION ON AMOUNT OF
3 WAGES SUBJECT TO HOSPITAL INSURANCE
4 TAX.
5 (a) HosprtaL INsURANCE TAX.—
6 (1) In GENERAL.—Paragraph (1) of section
7 3121(a) 1s amended—
8 (A) by striking “contribution and benefit base
9 (as determined under section 230 of the Social
10 Security Act)”’ each place it appears and inserting
11 “applicable contribution base (as determined under
12 subsection (x))”’, and
13 (B) by striking “such contribution and benefit
14 base” and inserting ‘“‘such applicable contribution
15 base”.
16 (2) APPLICABLE CONTRIBUTION BASE.—Section
17 3121 is amended by adding at the end thereof the fol-
18 lowing new subsection:
19 ‘“(x) AppLicaBLE ConTrIBUTION BASE.—For pur-

20 poses of this chapter—

21 “(1) OLD-AGE, SURVIVORS, AND DISABILITY IN-
22 SURANCE.—For purposes of the taxes imposed by sec-
23 tions 3101(a) and 3111(&5, the applicable contribution
24 base for any calendar year is the contribution and ben-
25 efit base determined under section 230 of the Social
26 Security Act for such calendar year.

8 3209 PCS



© O a9 O Ot A W N

L T N T N I T N T S o S e G S S G iy
B W NN = O YW A Ot R W N = O

955

“(2) HospITAL INSURANCE.—For purposes of
the taxes imposed by section 3101(b) and 8111(b), the
applicable contribution base is—

“(A) $89,000 for calendar year 1991, and

“(B) for any calendar year after 1991, the
applicable contribution base for the preceding year
adjusted in the same manner as is used in adjust-
ing the contribution and benefit base under section

230(b) of the Social Security Act.”

(b) SELF-EMPLOYMENT Tax.—

(1) IN GENERAL.—Subsection (b) of section 1402
is amended by striking ‘“the contribution and benefit
base (as determined under section 230 of the Social
Security Act)” and inserting “the applicable contribu-
tion base (as determined under subsection (k))’”.

(2) APPLICABLE CONTRIBUTION BASE.—Section
1402 is amended by adding at the end thereof the fol-
lowing new subsection:

“(k) APPLICABLE CONTRIBUTION BaSt.—For pur-
poses of this chapter—

“(1) OLD-AGE, SURVIVORS, AND DISABILITY IN-
SURANCE.—For purposes of the tax imposed by sec-
tion 1401(a), the applicable contribution base for any

calendar year is the contribution and benefit base de-
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termined under section 230 of the Social Security Act

for such calendar year.

“(2) HOSPITAL INSURANCE.—For purposes of

the tax imposed by section 1401(b), the applicable con-

tribution base for any calendar year is the applicable

contribution base determined under section 3121(x)(2)

for such calendar year.”

(c) RaiLroap RETIREMENT Tax.—Clause (1) of section

3231(e)(2)(B) is amended to read as follows:

S 3209 PCS

“@) TIER 1 TAXES.—

“(I) In GENERAL.—Except as pro-
vided in subclause (IT) of this clause and
in clause (i), the term ‘applicable base’
means for any calendar year the contri-
bution and benefit base determined
under section 230 of the Social Security
Act for such calendar year.

“(I) HospPITAL  INSURANCE
TAXES.—For purposes of applying so
much of the rate applicable under sec-
tion 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
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3211(a)(1) as does not exceed the rate

of tax in effect under section 1401(b),
the term ‘applicable base’ means for
any calendar year the applicable contri-
bution base determined under section
3121(x)(2) for such calendar year.”

(d) TECHNICAL AMENDMENT.—

(1) Paragraph (3) of section 6413(c) is amended to
read as follows:

“(3) SEPARATE APPLICATION FOR HOSPITAL IN-
SURANCE TAXES.—In applying this subsection with
respect to—

“(A) the tax imposed by section 3101(b) (or
any amount equivalent to such tax), and
“(B) so much of the tax imposed by section

3201 as is determined at a rate not greater than

the rate in effect under section 3101(b),
the applicable contribution base determined under sec-
tion 3121(x)(2) for any calendar year shall be substitut-
ed for ‘contribution and benefit base (as determined
under section 230 of the Social Security Act)’ each
place it appears.”

(2) Sections 3122 and 3125 are each amended by

striking “‘contribution and benefit base limitation” each
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place it appears and inserting “applicable contribution

base limitation”’.

(e) EFFECTIVE DATE.—The amendments made by this
section shall apply to 1991 and later calendar years.

SEC. 7452. EXTENDING MEDICARE COVERAGE OF, AND APPLI-
CATION OF HOSPITAL INSURANCE TAX TO, ALL
STATE AND LOCAL GOVERNMENT EMPLOYEES.

(a) IN GENERAL.—

(1) APPLICATION OF HOSPITAL INSURANCE
TAX.—Section 3121(u)(2) of the Internal Revenue
Code of 1986 1s amended by striking subparagraphs
(C) and (D).

(2) COVERAGE UNDER MEDICARE.—Section
210(p) of the Social Security Act (42 U.S.C. 410(p)) is
amended by striking paragraphs (3) and (4).

(3) EFFECTIVE DATE.—The amendments made
by this subsection shall apply to services performed
after December 31, 1991.

(b) TRANSITION IN TaAx RaTES.—In applying sections
3101(b) and 3111(b) of the Internal Revenue Code to service
which, but for the amendment made by subsection (a), would
not constitute employment for purposes of such sections and
which is performed—

(1) after December 31, 1991, and before Jan-

uary 1, 1993, the percentage of wages rate of tax
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under such sections shall be 0.8 percent (instead of
1.45 percent), and
(2) after December 31, 1992, and before Jan-
uary 1, 1994, the percentage of wages rate of tax
under such sections shall be 1.35 percent (instead of
1.45 percent).
(c) TRANSITION IN BENEFITS FOR STATE AND LOCAL
GOVERNMENT EMPLOYEES AND FORMER EMPLOYEES.—
(1) IN GENERAL.—

(A) EMPLOYEES NEWLY SUBJECT TO
TAX.—For purposes of sections 226, 226A, and
1811 of the Social Security Act, in the case of
any individual who performs services during the
calendar quarter beginning January 1, 1992, the
wages for which are subject to the tax imposed by
section 3101(b) of the Internal Revenue Code of
1986 only because of the amendment made by
subsection (a),
the individual’s medicare qualified State or local
government employment (as defined in subpara-
graph (B)) performed before January 1, 1992,
shall be considered to be “employment’” (as de-
fined for purposes of title II of such Act), but only
for purposes of providing the individual (or an-

other person) with entitlement to hospital insur-
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ance benefits under part A of title XVIII of such

Act for months beginning with January 1992.

(B) MEDICARE QUALIFIED STATE OR LOCAL
GOVERNMENT EMPLOYMENT DEFINED.—In this
paragraph, the term “medicare qualified State or
local government employment”’ means medicare
qualified government -employment described in
section 210(p)(1)(B) of the Social Security Act
(determined without regard to section 210(p)(3) of
such Act).

(2) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to the Federal
Hospital Insurance Trust Fund from time to time such
sums as the Secretary of Health and Human Services
deems necessary for any fiscal year on account of—

(A) payments made or to be made during
such fiscal year from such Trust Fund with re-
spect to individuals who are entitled to benefits
under title XVIII of the Social Security Act
solely by reason of paragraph (1),

(B) the additional administrative expenses re-
sulting or expected to result therefrom, and

(C) any loss in interest to such Trust Fund

resulting from the payment of those amounts,
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in order to place such Trust Fund in the same position
at the end of such fiscal year as it would have been in
if this subsection had not been enacted.

(3) INFORMATION TO INDIVIDUALS WHO ARE
PROSPECTIVE MEDICARE BENEFICIARIES BASED ON
STATE AND LOCAL GOVERNMENT EMPLOYMENT.—
Section 226(g) of the Social Security Act (42 U.S.C.
426(g)) is amended—

(A) by redesignating clauses (1) through (3)
as clauses (A) through (C), respectively,
(B) by inserting “(1)” after “(g)"’, and
(C) by adding at the end the following new
paragraph: |
“/(2) The Secretary, in consultation with State and local
governments, shall provide procedures designed to assure
that individuals who perform medicare qualified government
employment by wvirtue of service described in section
210(a)(7) are fully informed with respect to (A) their eligibil-
ity or potential eligibility for hospital insurance benefits
(based on such employment) under part A of title XVIII, (B)
the requirements for and conditions of such eligibility, and (C)
the necessity of timely application as a condition of becoming
entitled under subsection (b)(2)(C), giving particular attention

to individuals who apply for an annuity or retirement benefit
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and whose eligibility for such annuity or retirement benefit is
based on a disability.”.
SEC. 7453. COVERAGE OF CERTAIN STATE AND LOCAL EM-
PLOYEES UNDER SOCIAL SECURITY.

(2) EMpLoyMENT UNDER OASDI.—Paragraph (7) of
section 210(a) of the Social Security Act (42 U.S.C.
410(a)(7)) 1s amended—

(1) by striking “or” at the end of subparagraph

D);

(2) by striking the semicolon at the end of sub-
paragraph (E)’and inserting ‘‘, or”’; and

(8) by adding at the end the following new sub-
paragraph:

“(F) service in the employ of a State (other
than the District of Columbia, Guam, or Amer-
can Samoa), of any political subdivision thereof, or
of any instrumentality of any one or more of the
foregoing which is wholly owned thereby, by an
individual who is not a member of a retirement
system (as defined in section 218(b)(4)) of such
State, political subdivision, or instrumentality,
except that the provisions of this subparagraph
shall not be applicable to service performed—

“@) by an individual who is employed to

relieve such individual from unemployment;
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“(i) in a hospital, home, or other insti-
tution by a patient or inmate thereof;

“(iil) 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 is less than $100;
or

“(v) by an employee in a position com-
pensated solely on a fee basis which is treat-
ed 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) EmMpLOYMENT UNDER FICA.—Paragraph (7) of
section 3121(b) of the Internal Revenue Code of 1986 is

(1) by striking “or” at the end of subparagraph

(2) by striking the semicolon at the end of sub-
paragraph (E) and inserting “, or’’; and

(3) by adding at the end the following new sub-

paragraph:

S 3209 PCS——31
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“(F) service in the employ of a State (other

than the District of Columbia, Guam, or Ameri-

can Samoa), of any political subdivision thereof, or

of any instrumentality of any one or more of the

foregoing which is wholly owned thereby, by an

individual who 1s not a member of a retirement

system (as defined in section 218(b)(4)) of the

Social Security Act) of such State, political subdi-

vision, or instrumentality, except that the provi-

sions of this subparagraph shall not be applicable

to service performed—

S 3209 PCS

“() by an individual who is employed to
relieve such individual from unemployment;

“(i) in a hospital, home, or other insti-
tution by a patient or inmate thereof;

“(ii)) 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 is less than $100;
or

“(v) by an employee in a position com-

pensated solely on a fee basis which is treat-
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1 ed pursuant to section 1402(c)(2)(E) as a
2 trade or business for purposes of inclusion of
3 such fees in net earnings from self-employ;
4 ment;’’.

5 (c) MaANDATORY ExCLUSION OF CERTAIN EMPLOYEES
6 FROM STATE AGREEMENTS.—Section 218(c)(6) of the
7 Social Security Act (42 U.S.C. 418(c)(6)) is amended—

8 (1) by striking “and” at the end of subparagraph
9 D);
10 (2) by striking the period at the end of subpara-
11 graph (E) and inserting in lieu thereof *, and”’; and
12 (3) by adding at the end the following new sub-
13 paragraph:
14 “(F) service described in section 210(a)(7)(F)
15 which is included as ‘employment’ under section
16 210(a).”.
17 (d) EFFeCTIVE DATE.—The amendments made by this

18 section shall apply with respect to service performed after

19 December 31, 1991.
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SEC. 7456. TRANSFER TO RAILROAD RETIREMENT ACCOUNT.

(a) IN GENERAL.—Subsection (c)(1)(A) of section 224
of the Railroad Retirement Solvency Act of 1983 (relating to
section 72(r) of the Internal Revenue Code of 1986, revenue
increase transferred to certain railroad accounts) is amended
by striking “1990” and inserting ““1991".

(b) EFFECTIVE DATE.—The amendment made by this
section shall take effect on September 30, 1990.

SEC. 7457. TIER 1 RAILROAD RETIREMENT TAX RATES EX-
PLICITLY DETERMINED BY REFERENCE TO
SOCIAL SECURITY TAXES.

(@) Tax oN EMPLOYEES.—Subsection (a) of section
3201 of the Internal Revenue Code of 1986 (relating to rate
of tax) is amended—

(1) by striking “following” and inserting “applica-
ble”’, and

(2) by striking “employee:” and all that follows
and inserting “‘employee. For purposes of the preceding
sentence, the term ‘applicable percentage’ means the

Percentage equal to the sum of the rates of tax in
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effect under subsections (a) and (b) of section 3101 for
the calendar year.”

(b) TaAx oN EMPLOYEE REPRESENTATIVES.—Para-

graph (1) of section 3211(a) of such Code (relating to rate of

tax) i1s amended—

(1) by striking “following” and inserting “‘applica-
ble”, and

(2) by striking “representative:”” and all that fol-
lows and inserting ‘“‘representative. For purposes of the
preceding sentence, the term ‘applicable percentage’
means the percentage equal to the sum of the rates of
tax in effect under subsections (a) and (b) of section
3101 and subsections (a) and (b) of section 3111 for
the calendar year.”

(c) TAx oN EMPLOYERS.—Subsection (a) of section

3221 of such Code (relating to rate of tax) is amended—

(1) by striking “following” and inserting “applica-
ble”’, and

(2) by striking “employer:” and all that follows
and inserting “employer. For purposes of the preceding
sentence, the term ‘applicable percentage’ means the
percentage equal to the sum of the rates of tax in
effect under subsections (a) and (b) of section 3111 for

the calendar year.”

8 3209 PCS



© W T S O B W N -

e e e e o
S Ot kW NN = O

969
SEC. 7458. DEPOSITS OF PAYROLL TAXES.

(a) IN GENERAL—Subsection (g) of section 6302 is
amended to read as follows:

“(g) DEPOSITS OF SocIAL SECURITY TAXES AND
WITHHELD INCOME TaXEs.—If, under regulations pre-
scribed by the Secretary, a person is required to make depos-
its 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 day after any day on which
such person has $100,000 or more of such taxes for deposit.”

(b) TECHNICAL AMENDMENT.—Paragraph (2) of sec-
tion 7632(b) of the Revenue Reconciliation 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.
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6 TITLE VIII-COMMITTEE ON GOYV-
7 ERNMENTAL AFFAIRS-CIVIL
8 SERVICE AND POSTAL SERV-
9 ICE PROGRAMS
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SEC. 8004. COMPUTER MATCHING OF FEDERAL BENEFITS IN-
FORMATION AND PRIVACY PROTECTION.

(a) SHORT TITLE.—This section may be cited as the
“Computer Matching and Privacy Protection Amendments of
1990”.

(b) VERIFICATION REQUIREMENTS AMENDMENT.—(1)
Subsection (p) of section 552a of title 5, United States Code,
is amended to read as follows:

“(p) VERIFICATION AND OPPORTUNITY TO CONTEST
FINDINGS.—(1) 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, termi-
nate, reduce, or make a final denial of any financial assist-
ance or payment under a Federal benefit program to such
individual, or take other adverse action against such individ-
ual, as a result of information produced by such matching
program, until—

“(A)() the agency has independently verified 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
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with guidance issued by the Director of the Office of

Management and Budget that—

“(D) the information is limited to identifica-
tion 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 from the
agency containing a statement of its findings and in-
forming the individual of the opportunity to contest
such findings; and

“(C)(i) the expiration of any time period estab-
lished 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 be-
ginning on the date on which notice under subpara-
graph (B) is mailed or otherwise provided to the
individual.

“(2) Independent verification referred to in paragraph
(1) requires investigation and confirmation of specific infor-
mation relating to an individual that is used as a basis for an
adverse action against the individual, including where appli-

cable investigation and confirmation of—
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“(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 ac-
tually 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 affected or significantly
threatened during any notice period required by such
paragraph.”.

(2) Not later than 90 days after the date of the enact-
ment of this Act, the Director of the Office of Management
and Budget shall publish guidance under subsection
(pP)(1)(A)(i) of section 552a of title 5, United States Code, as
amended by this Act.

(c) LIMITATION ON APPLICATION OF VERIFICATION
REQUIREMENT.—Section 552a(p)(1)(A)H)IAI) of title 5,
United States Code, as amended by section 2, shall not apply
to a program referred to in paragraph (1), (2), or (4) of sec-
tion 1137(b) of the Social Security Act (42 U.S.C. 1320b-7),
until the earlier of—

(1) the date on which the Data Integrity Board of
the Federal agency which administers that program de-

S 3209 PCS
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termines that there is not a high degree of confidence
that information provided by that agency under Federal
matching programs is accurate; or

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

ance under section 2(b).
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Elimination of presumption of total disability in determination of pen-
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Ineligibility of remarried surviving spouses for reinstatement of de-
pendency and indemnity compensation upon becoming single.

Policy regarding cost-of-living increases in compensation rates.
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Subtitle F—Miscellaneous

SEC. 11051. USE OF INTERNAL REVENUE SERVICE AND SOCIAL
SECURITY ADMINISTRATION DATA FOR
INCOME VERIFICATION.

(2) D1sScCLOSURE OF TAX INFORMATION.—

(1) IN GENERAL.—Subparagraph (D) of section
6103(1)(7) of the Internal Revenue Code of 1986 (relat-
ing to disclosure of return information to Federal,
State, and local agencies administering certain pro-
grams) is amended—

(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:

“(viii)(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;

“(IT) parents’ dependency and indemnity
compensation provided under section 415 of title

38, United States Code;
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“(II) health-care services furnished under
section  610(a)(1)I), 610(a)(2), 610(b), and
612(a)(2)(B) of such title; and

“(IV) compensation pursuant to s rating of
total disability awarded by reason of inability to
secure or follow a substantially gainful occupation
as a result of a service-connected disability, or
service-connected disabilities, not rated as total
(except that, in such cases, only wage and self-
employment information may be disclosed).”.

(2) CLERICAL AMENDMENT.—The heading of
paragraph (7) of section 6103() of such Code is
amended by striking out “or THE FOOD STAMP AcCT
OF 1977" and inserting in lieu thereof “, THE FoOD
STAMP ACT OF 1977, OR TITLE 38, UNITED STATES
CODE”.

(b) USE OF INCOME INFORMATION FOR NEEDS-BASED
ProGrRAMS —

(1) USE FOR NEEDS-BASED PROGRAMS.—Chapter
53 of title 38, United States Code, is amended by
adding at the end the following new section:

“§ 3117. Use of income information from other agencies:;
notice and verification
“(a) The Secretary shall notify each applicant for a ben-

efit or service described in subsection (c) of this section that
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income information furnished by the applicant to the Secre-
tary may be compared with information obtained by the Sec-
retary from the Secretary of Health and Human Services or
the Secretary of the Treasury under section 6103()(7)(D)(viii)
of the Internal Revenue Code of 1986. The Secretary shall
periodically transmit to recipients of such benefits and serv-
ices additional notifications of such matters.

“(b) The Secretary may not, by reason of information
obtained from the Secretary of Health and Human Services
or the Secretary of the Treasury under section
6103()(7)(D)(viii) of the Internal Revenue Code of 1986, ter-
minate, deny, suspend, or reduce any benefit or service de-
seribed in subsection (c) of this section until the Secretary
takes appropriate steps to verify independently information
relating to the following:

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

“(2) Whether such individual actually has (or had)
access to such asset or income for the individual’s own
use.

“(3) The period or periods when the individual ac-
tually had such asset or income.

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

tion are the following:

S 3209 PCS
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“(1) Needs-based pension benefits provided under
chapter 15 of this title or any other law administered
by the Secretary. |

“(2) Parents’ dependency and indemnity compen-
sation provided under section 415 of this title.

“(3) Health-care services furnished under sections
610(a)(1)T), 610(a)2), 610(b), and 612(a)(2)(B) of this
title.

“(4) Compensation pursuant to a rating of total
disability awarded by reason of inability to secure or
follow a substantially gainful occupation as a result of
a service-connected disability, or service-connected dis-
abilities, not rated as total.

“(d) In the case of compensation described in subsection
(c)(4) of this section, the Secretary may independently verify
or otherwise act upon wage or self-employment information
referred to in subsection (b) of this section only if the Secre-
tary finds that the amount and duration of the earnings re-
ported in that information clearly indicate that the individual
may no longer be qualified for a rating of total disability.

“(e) The Secretary shall inform the individual of the
findings made by the Secretary on the basis of verified infor-
mation under subsection (b) of this section, and shall give the

individual an opportunity to contest such findings, in the
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same manner as applies to other information and findings re-
lating to eligibility for the benefit or service involved.

“(f) The Secretary shall pay the expenses of carrying
out this section from amounts available to the Department for
the payment of compensation and pension.”.

(2) CLErICAL AMENDMENT.—The table of sec-
tions at the beginning of such chapter is amended by

adding at the end the following new item:

“3117. Use of income information from other agencies: notice and verification.””.
(c) NoTicE TO CURRENT BENEFICIARIES.—

(1) IN GENERAL.—The Secretary of Veterans Af-
fairs shall notify individuals who (as of the date of the
enactment of this Act) are applicants for or recipients
of the benefits described in subsection (c) (other than
paragraph (8)) of section 3117 of title 38, United
States Code (as added by subsection (b)), that income
information furnished to the Secretary by such appl-
cants and recipients may be compared with information
obtained by the Secretary from the Secretary of Health
and Human Services or the Secretary of the Treasury
under clause (viii) of section 6103(1)7)(D) of the Inter-
nal Revenue Code of 1986 (as added by subsection (a)).

(2) DEADLINE FOR NOTICE.—Notification under
paragraph (1) shall be made not later than 90 days

after the date of the enactment of this Act.
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(3) LIMITATION UNTIL NOTICE MADE.—The Sec-
retary of Veterans Affairs may not obtain information
from the Secretary of Health and Human Services or
the Secretary of the Treasury under section

6103(1)(7)(D)(vii)) of the Internal Revenue Code of
1986 (as added by subsection (a)) until notification

under paragraph (1) is made.
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SEC. 11053. REPORTING OF SOCIAL SECURITY NUMBERS BY
CLAIMANTS AND USES OF DEATH INFORMA-
TION BY THE DEPARTMENT OF VETERANS
AFFAIRS.

(a) MANDATORY REPORTING OF SOCIAL SECURITY
NuMBERS.—Section 3001 of title 38, United States Code, is
amended by adding at the end the following new subsection:

“(c)(1) Any person who applies for or is in receipt of any
compensation or pension benefit under laws administered by
the Secretary shall, if requested by the Secretary, furnish the
Secretary with the social security number of such person and
the social security number of any dependent or beneficiary on
whose behalf, or based upon whom, such person applies for
or is in receipt of such benefit. A person is not required to
furnish the Secretary with a social security number for any
person to whom a social security number has not been
assigned.

“2) The Secretary shall deny the application of or ter-
minate the payment of compensation or pension to & person
who fails to furnish the Secretary with a social security
number required to be furnished pursuant to paragraph (1) of

this subsection. The Secretary may thereafter reconsider the
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application or reinstate payment of compensation or pension,
as the case may be, if such person furnishes the Secretary
with such social security number.

“(3) The costs of administering this subsection shall be
paid for from amounts available to the Department of Veter-
ans Affairs for the payment of compensation and pension.”.

(b) REVIEW OF DEPARTMENT OF HEALTH AND
HumaN SERVICES DEATH INFORMATION To IDENTIFY
DECEASED RECIPIENTS OF COMPENSATION AND PENSION
BENEFITS. —

(1) IN GENERAL.—Chapter 53 of title 38, United

States Code, as amended by section 11051(h), is fur-

ther amended by adding at the end the following new

section:
“§ 3118. Review of Department of Heaith and Human
Services death information

“(a) The Secretary shall periodically compare Depart-
ment of Veterans Affairs information regarding persons to or
for whom compensation or pension is being paid with Depart-
ment of Health and Human Services death information for
the purposes of —

“(1) determining whether any such persons are

deceased,;
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“2) ensuring that such payments to or for any
such persons who are deceased are terminated in a
timely manner; and
“3) enéuring that collection of overpayments of
such benefits resulting from payments after the death
of such persons is initiated in a timely manner.

“() 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 Human Services, in-
cluding death information available to the Secretary of
Health and Human Services from a State, pursuant to a
memorandum of understanding entered into by such
Secretaries.”’.

(2) OLERICAL AMENDMENT.—The table of sec-
tions at the beginning of such chapter, as amended by
section 11051(b), 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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OMNIBUS BUDGET
RECONCILIATION ACT OF 1980

The PRESIDING OFFICER (Mr.
Kerrey). Under the previous order,
the Senate will now proceed to the
consideration of 8. 3209, which the
clerk will report. :

The assistant legislative clerk read
as follows:

A bill (S. 3209) to provide for reconcilia-
tion pursuant to section 4 of concurrent res-
%\;timn on the budget for the fiscal year

The Senate proceeded to consider
the bill.

CONGRESSIONAL RECORD — SENATE

Mr. SASSER. Mr. President, I rise
this morning to introduce the budget
reconciliation bill for fiscal year 1991.
1 do so with both confidence and hope,
1 say to my distinguished friend, Sena-
tor DoMeNicr; confidence that the
committees of this body have jointly
crafted a budget plan that is balanced,
one that is fair, and one that does the
critical work of reducing this Nation’s
deficit. I offer this package with the
hope that what has been a long walt
for the American people and a period
of uncertainty and strife for this body
will finally be nearing an end. :

In my judgment, Mr. President, the
job before us could not be more plain.
Deficit reduction simply must be ac-
complished, but we must alsodo it ina
fair and equitable way. We must move
decisively now to accomplish deficit re-
duction. .

I think it is only fair to note in that
context that the closed-door budget
summit, in which I participated; took
some 8 months to reach conclusion on
the issues that we address today. And
I must say, Mr. President, I sincerely
hope that is the last budget summit
negotiation in which I shall ever have
to participate. It was hard, bone-crush-
ing work, long, long hours.

The product had much to recom-
mend it in the final conclusion but
also the product had some severe flaws
to which I think we will all agree. But
the task that we undertook for @
months in the budget summit has
been picked up and completed by the
congressional committees in both the
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House of Representatives and the
Senate in the space of only 10 days.

The foundation and the framework
that was done in the budget summit
has been put to good use by the com-
mittees in both Houses, and I think
the committees in both Houses of Con-
gress are to be congratulated for the
expeditious manner in which they
have addressed themselves to the task
of honest and meaningful deficit re-
duction.

This package, which was produced
through established procedures of the
Congress, has a far better chance of
passage than the agreement that was
passed behind closed doors by the
small and somewhat isolated group
that called itself the summit confer-
ees. Virtually every Member of the
Senate has had a hand in the creation
of this package, and every Member of
the Senate has a stake in seeing that
this package becomes law.

If we act swiftly, if we act now and
complete our work, we will send the
clearest possible answer to those citi-
zens who may be troubled that Con-
gress cannot do its job and cannot do
it on time. I think we will have drawn
and completed in the space of 2 weeks
the largest deficit reduction package
in the history of this Nation—over $40
billion in honest deficit reduction in
fiscal year 1991, 500 billion dollars’
worth of honest deficit reduction over
8 years, the largest deficit reduction
package In the history of this Repub-
1ic.

Mr. President, 10 committees have
now reported legislation that would
produce more than $24 billion in
budget savings for 1991 and $246 bil-
lion in savings over the 5-year period.
Each and every committee of the
Senate—and I am proud to report this,
Mr. President—has moved very force-
fully to get these savings.

This work has not been easy. On the
contrary, it has been very difficult.
Some of the choices they have had to
make have been very painful, and
some of the cuts that they have had to
make have been very painful for them,
and they will be painful for the Ameri-
can people. Some of the Senators have
reported to me that this is the -most
difficult work they have ever had to
do. One indicated that cutting some of
these programs was almost like shoot-
ing his children as far as he was con-
cerned. Farm price supports, for exam-
ple, have been scaled back. And for
those of us who come from agricultur-
al States, that is, indeed, a bitter pill
to swallow. :

Bank insurance fees have been in-
creased 30 that the banks themselves
would pay a larger portion of any con-
tingent lability that they might be ex-
posed to rather than the taxpayer.
Coast Guard user fees have been
adopted—less subsidies for the Coast
Guard in doing work that rightfully
ought to be pald for. The Student
Loan Program has been tightened up
to cut out some of the waste and per-
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haps some of the abuse that has taken
place. And Federal retiree benefits
such as the lump sum option have
been eliminated. We have attempted
to address some of the problems of the
‘growth in Medicare. Revenues of $142
billion have been proposed also, all in
the name of deficit reduction.

There has not been a single commit-

tee that has not measured up to its re-
sponsibilities. Not a single committee,
Mr. President, has not assumed. its
share of the burden and assumed it
willingly. The fact is that the savings
from each committee of the Senate
either meet or exceed the instructions
which we sent them.

“According to the Congressional
Budget Office, this bill actually sur-
passes and exceeds our deficit reduc-
tion goals or the reconciliation instruc-
tions by $4 billion in 1991 and $6 bil-
lion over § years, and I say to my
friend, the distinguished ranking
member, Senator DoMENICI, I think
that is virtually unprecedented.

. In terms of deficit reduction, the
package contains more out-year sav-
ings than any reconciliation bill that

has ever been enacted. Together, we.

have assembled a package that seeks
to make up for the fiscal excesses and
deficiencies, I would submit, of an
entire decade. .
- I realize, Mr. President, that al-
though committee members have all
spoken on this package, it does not
mean that we must forever hold our
peace. There is likely to be a very spir-
ited debate on the floor of this Cham-
" ber today, and I think that is healthy,
a very spirited debate about tax equity
and, quite frankly, I believe that is as
it should be o

I do not believe we should ask
middle-income Americans, those who
have been stretched and squeezed by
the policies of the 1980's, to work over-
time in the gristmill of deficit reduc-
tion. I think all of us would agree that
middle-iIncome Americans have done
thelr fair share, and it 18 only fair that
the 700,000 upper-income households
that benefited most from the policies
.of the 1980°’s, who saw their tax rates
cut in half and then income in many
cages double, should contribute pro-
portionately to help solve this Na-
tion’s deficit crisis. .

I extend my congratulations to the
distinguished chairman of the Senate
Finance Committee, Senator BENTSEN
of Texas, who, along with the joint
leadership team of Senator PAckwoop,
the very able ranking member, Sena-
tor MrTcHELL, the distinguished major-
. ity leader, and Senator RosxrT DOLE,
the distinguished minority leader,
have together and in a bipartisan way
designed a revenue package that is eq-
uitable and one that I submit i8 sound.

Moreover, they have created a pack-
age that was built to pass this body.
They have created a package that will
rally the votes to be accepted. I submit
that In terms of progressivity it is,
indeed, & far better plan than the
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original summit proposal that the
summiteers brought back to this body.

The burden of sacrifice is spread
much more evenly than that of the
budget summit proposal. The summit
plan, for example, would have In-
creased tax rates by 7.6 percent on the
neediest Americans.

The proposal that we will have
‘before us today rightly cuts the rates
on the poorest citizens by 2.3 percent.
What about the other end of the
income scale, the wealthiest Ameri-
cans? The summit proposal that we
brought back to this body would have
increased the contribution of the
wealthiest Americans by only 1.7 per-
cent. Under the plan that we are con-
sidering today these wealthiest Ameri-
cans would see a 3.7-percent rise in
their tax rates. Finally, this proposal
will. not suffocate middle-income
Americans. It seeks only a 2-percent
tax rate Increase for middle Ameri-
cans.

So in sum, Mr. President, this entire
piece of legislation I think represents
a genuine step forward, one that asks
moderate sacrifice from all Americans
in our drive to reduce this deficit and
safeguard our economy. It exempts no
one, no citizen from the duty of deficit
reduction. On its merits I submit it is
sound, sensible, and supportable.

I think, perhaps equally as impor-
tant, the proposal that we present to
our colleagues today accomplishes real
genuine deficit reduction without
fakery, without deception, and with-
out shrinking from the stark reality of
the fiscal problem that faces this
country.

We all have an interest in demon-
strating to the American people that
we can do our job. I suggest that our
interest i8 even more pressing than
that. The forces that at the very
moment are undermining the founda-
tion of our economy leave us no choice
but to act and to act now.

The perils of our indebtedness have
been widely recognized. Confidence
has been shaken in the soundness of
the financial system of this country.
Confidence has been shaken in our
Government’s ability to stand up to its
responsibility. Foreign investors, those
from whom we borrowed enormous
sums of money over the past few
years, are now looking elsewhere to
invest their funds. Unless we get this
Government out of the massive busi-
ness of borrowing, interest rates will
inevitably go up and economic stagna-
tion will set in.

1 do not have to remind anybody in
this Chamber that we are now poised
dangerously on the cusp of a recession,
and we see ourselves at the very brink
of war in the Middle East. The stock
market has lost 20 percent of its value
in just the past few months. The U.S.
dollar in world markets i8 dropping to
record lows. Sky-high oil has pushed
up prices. And, once again, the tenta-
cles of inflation are tightening them-
selves around our productive capacity.
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For {lls of that magnitude, I will
have to confess that the budget agree-
ment we are considering today is not a
magic cure-all. But it is a very potent
dose, I submit, of fiscal responsibility,
a signal to one and all that this Gov-
ernment of the United States is seri-
ous about reducing its crippling defi-
cit, serious about nursing its economy
back to health. It is the kind of tangi-
ble agreement that the world financial
markets have been waiting to embrace,
a8 credible package upon which our
own Federal Reserve, and Dr. Alan
QGreenspan, the able chairman, can
now rely on and move to reduce inter-
est rates.

Yes. There will be sacrifice. And 1
think it is high time that those of us
in elective office started telling the
American people the truth again. It
has been the fashion over the past
decade to say that we could have it all,
that there would be no tomorrow, that
we could mortgage the future of our
childen, and we did not have to take
any bad medicine ourselves. .

That day is gone. Yes. We tell the
American people that there will be
some sacrifice in this package. But we
tell them at the same time that it will
be fair, that no American is going to
be asked to make more sacrifice than
another. We tell them that the
wealthiest in our society are going to
pay their fair share.

‘I say, Mr. President, that if we can
implement this, if we can move this
deficit reduction plan into place quick-
ly before our economy deteriorates
further, then we stand a good chance
of receiving real benefits, a chance of
receiving real substantial gains.

Lower Interest rates, we all know,
will put more money in the pocket of
American working men and women. If
interest rates fall by just one-half of 1
percent, and certainly that is a reason-
able and logical expectation given the
content of this legislation, then the
average middle-class family could save
$435 a year on their $100,000 adjusta-
ble rate mortgage. Compare this to the
$297 cost of the Senate agreement to
the typical middle-income family, and
you can see that the vast majority of
Americans clearly have something to
again from the passage of this deficit
reduction package.

This {8 the message that we must
take to the American people. It is the
message that we must consider our-
selves today. We must convince the
American people of the benefits we
will all derive from a balanced and
sound economy. The benefits we will
all derive from lower interest rates,
and the benefits derived from this
agreement, will persist and endure a
long time after the time of sacrifice
has passed and has been forgotten
about.

Mr. President, after many months of
adversarial dickering, after many
months of back and forth, after many
months of partisan accusations, it is
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now time for us to get down and do
our job.

This deficit reduction package is the
product of virtually every committee
of the U.S. Senate. Virtually every
Member of this Senate has participat-
ed in producing this product. I do not
think anyone has been left out of the
process. Everyone i8 an author and
every citizen of every State can know
that their elected representatives had
a hand in producing this final resuit.

I must say the result is a commenda-
ble agreement that I think deserves
the support of all of us, and I do be-
lieve {t reflects credit on this institu-
tion.

If ever there was a8 time for action, I
submit, Mr. President, it 18 now. For
the better part of a decade we Lave
had rhetoric about the crisis to come,
and we have had rhetoric about the
perilous problems we are creating for
our children. We have talked about
the uncertain future we are bequeath-
ing to our country. Mr. President, this
Senator has been on the floor a
number of times {n the past few years
raising those problems.

But now the crisis is here that many
of us have been predicting. The prob-
lems are ours and the future is the
here and now. We have much to prove,
Mr. President, to our fellow citizens in
this country, many of whom have
watched in dismay as our Government
was stopped ocdd in its tracks.

I say to my colleagues that with the
adoption of this budget reconciliation
bill today, this budget reconciliation
bill that will reduce the indebtedness
of our children and our children’s chil-
dren by $500 billion over the next §
years, we will have demonstrated not
only to our countrymen, but to those
who watch us with great interest from
abroad, that we here in this Chamber,
and we in this Government know how
and can govern.

Mr. President, I yield the floor.

Mr. DOMENICI addressed
Chalr.

The PRESIDING OFFICER. The
Senator from New Mexico is recog-
rized.

Mr. DOMENICI. Mr. President, I
yield myself as much time as I might
require.

Mr. President, might I inquire of the
distinguished chairman of the Budget
Committee, the Senator from Tennes-
see, 80 that our fellow Senators might
understand what our intentions are to-
tally consistent, I hope, with the rules.

Mr. President, is {t not the case that,
for those fellow Senators from either
side of the aisle who might want to
make opening statements, the chair-
man and the ranking member are
going to see to it that, in ylelding time,
we yleld only for that purpose until
sometime after 12 o’clock?

Mr. SASSER. Mr. President, that is
correct.

Mr. DOMENICL, That means, if I
understand it, that any Senator who
intends to offer any action on the
floor by way of an amendment, to

the
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make & point of order, motions, that it
is the intention of the chairman and
the ranking member certainly not to
preclude anyone. There wiil be plenty
of time. They should know there are
20 hours. That goes into tomorrow.
But we intend not to yield for that
purpose until sometime after lunch.

Mr. SASSER. That is correct. We
have been approached by a number of
Members in prior days wishing to
make opening statements, and we will
consume the time up to noon in doing
80. 1 might say to the distinguished
ranking member that I hope we can
make significant and speedy progress
today, and perhaps it might not be
necessary to use the full 20 hours of
debate.

To those of our colleagues who
might be listening to us in their of-
fices, once we get past the opening
statements, I hope we can move fast
on any amendments that might be of-
fered, and I hope that we can keep any
amendments to an absolute minimum.

Mr. DOMENICI. Mr. President, let
me say, 50 there will be no misunder-
standing, this rule that we just estab-
lished, this modus operandi, is not the
creature of the chairman and the
ranking member. We have been asked
by and consulted with the leadership,
who have asked us to do this.

I hope our fellow Senators will un-
derstand that we, tco, want to get on
with things. But there are a few prob-
lems we are trying to work out with
reference to this measure that need
our time. Some of us have to go off
the floor and work on those items.

A number of Senators have asked
me when amendment time is. We will
follow the rules and be fair but, obvi-
ously, we control the time, and we
would like opening statements until
noon or thereabouts, without preju-
dice to either side.

Mr. President, let me say at this
point, while this document before us is
historic, and there I8 no question
about that, it s with a great deal of
sadness that the SBenator from New
Mexico comes to the floor with it, be-
cause, frankly, a number of us have
worked very hard over a long period of
time, and it was not intended that the
process, started 4 or 5 months ago at
the request of and behest of the Presi-
dent of the United States, would end
up in the manner that it is now evolv-
ir.,g. Clearly, we did not intend that it
become partisan, as has occurred in
the U.S. House.

This is not criticism on my part; it is
just a truism. Since we went to the
summit, bipartisan, bicameral, with
both Houses, we had intended more of
what is happening here on the floor of
the Senate, because everyone should
know that we do not know how many
Republicans are going to vote for this
package. Clearly, the Democrats do
not know how many are going to vote
for it on their side.

But it does not come to the floor of
the Senate as a package of deficit re-
duction activities, reducing expendi-

October 17, 1990

tures in a permanent and real way,
and raising revenues. It does not come
here as a Democratic or Republican
initiative,

Maybe some of the specific initia-
tives within {t might be somewhat par-
tisan, but the package was produced
by the joint bipartisan Democrat-Re-
publican leadership, and the principal
committees of activity, such as Fi-
nance, produced the bipartisan pack-
age that is before us.

Prankly, I belleve the deficit of the
United States is so serious that it is
not a Democrat issue, a Republican
tssue, or the President’s issue. The
people of the United States want us to
do something. As a matter of fact,
they are almost to the point, in my
opinion, where they are giving up on
our ability to govern. I hate to say, but
I think some of them think it is a joke.

Frankly, the way we have conducted
ourselves over the past few months,
maybe that is right; maybe thelr con-
clusion 18 right. Let me say to them,
however, that we have a few days,
fellow Americans and fellow New
Mexicans—maybe 2, maybe 5-to
redeem ourselves, because indeed, this
particular deficit reduction package, if
it goes through here, has Democrat
and Republican support, and probably
would get the President’s support, and
we would have an historic event occur.

Let me suggest that during the day,
I say to my fellow Senators who are
chaimen and ranking members, in par-
ticular, of the Finance Committee,
that wrote the principal package—
Chairman Bertsexn and Ranking
Member Packwoop and other chair-
men and ranking members—we al-
ready know there are gomg to be a
number of amendments and proposals
affecting their part of this bill.

Frankly, we will try our very best to
notify the ranking members and chair-
men, so they can come down and
defend and argue their point, if Sena-
tors intend to change what they have
put together. I hope they know that.
We do not want to do that; we want
them to do it. We will do it if they are
not here, or are busy or occupied. We
will try to get notice to them. That is
point No. 1.

Point No. 2, this package contains
some provisions which should not be
in a budget reconciliation package. We
are going to try our best to keep this a
clean package, and we will confer with
those committees and those Senators
{s due course about provisions that are
extraneous and subject to what we call
the “Byrd rule,” which is a rule that
says, essentially, matters that are
really not deficit reduction can get
taken out of here, and those who want
them in have to get a super majority
to keep them. That will occur in due

course.

My third pomnt is that a number of
Senators have asked us where is the
reform and enforcement part, the
reform of the processes and the en-
forcement provisions. They are not in
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this, Mr. President, because there was
no committee that could be instructed
to do that.

80 later in the day, hopefully, we
will have completed with the leader-
ship, the chairman and ranking
member of the Budget Committee,
and others who were interested in the
summit reform activities, and we will
hopefully have a major amendment to
offer on the floor of the Senate. Cer-
tainly, we are hopeful that the distin-
guished chairman of the Appropria-
tions Committee, Senator Byrb, is on

and we are trying to see that
ttg% package is what he understands it
e.

S0 those who are worried about
voting for this package, without some
reform and assurance that the deficit
will be reduced and we will not just
spend the money, you will have an op-
portunity to vote on that reform
before you have to vote on this pack-
age.

Obviously, I want to say here and
now, if a whole new enforcement proc-
ess building credibility into our activi-
ties i5 not adopted, count me out.
There are a number of things In this
package I would like to take out that
are extraneous, but I support the sub-
stance of this package. It is bipartisan
and it is fair.

I will try in my own simple way to
dispose of the notion that we are not
taxing the wealthy enough in this
package for deficit reduction, because
we are. In fact, as a general statement,
the wealthy in the United States will
pay more in new taxes under this pro-
posal. Let me repeat it. The wealthy of
the United States will pay more under
this proposal than they do under the
so-called Democrat package in the
House. This bipartisan one imposes
more taxes and, I think, in an orderly
and reasonable way and somewhat
more progressive upward than in the
House package.

It does not have the removal of in-
dexing of taxes for middie-income
America. It does not permit bracket
creep to start again. One of the most
devastating aspects of the income tax
for middie America was bracket creep
with inflation. We did not adjust for
inflation, and obviously we were col-
lecting taxes we never expected be-
cause, with inflation, people’s incomes
were going up, but it was not meaning-
ful, but the brackets never changed.
We did that. The distinguished Sena-
tor from Colorado [Mr. ARMSTRONG]
leaves that as his legacy, one of the
most significant things we have done.
The House did away with that for a
year and changed the deductions for
middle income a bit. We do not do that
in this package.

Having said that, let me conclude
that I hope we can keep this package
basically intact and send it to the con-
ference with a bipartisan attitude of
getting something this weekend or
early next week so that we do not
close down Government in the United
States because of our inability to get
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things done. I do not agree with those
who think we ought to close down
Government in order to push our-
selves to do what we ought to do. I
may be alone in that. I do not support
it. It does not come as anything new to
Members on my side. I do not see that
a3 an approach. For one thing, the
working people in Government are
only a little tiny part of our expendi-
tures. The expenditures of two-thirds
of Government go on while we in a
rather vindictive way furlough people
who are supposed to be getting their
paychecks.

Having said that, let me say that I
will for now say nothing more about
the progressive nature of this other
than what I have just said in general
terms. But as the debate ensues, I will
talk about dollar numbers, how much
more the higher fncome people will
pay under this. I do not think it i{s pu-
nitive at all, but it is more than the
House-passed bill for the higher
income. I believe it is in a rather fair
way. We have been told over and over
that what we were talking about here
on our gide was not progressive. It is.
They say that the wealthy did not pay
their fair share, not more, but their
fair share. That is wrong. It does.

Now, Mr. President, one last remark.
When we speak of $40 billion in the
first year, $500 billion over 5 years, as-
suming the new process reform, the
enforcement mechanism, the new caps
we are going to put on that are en-
forceable, the pay-as-you-go that we
are going to insist on for entitlements,
and all the other things that are going
to be in the reform package, if all of
this occurs, then people tend to ask,
do we not have to pass something next
year to carry it out? No. We have to
keep the agreement which is enforced
by caps and other measures and
change the laws which are changed in
this package 80 that expenditures that
would have occurred automatically
will not occur. And that is where you
get the package.

A portion of it is discretionary and
principally for defense. Defense is
coming down. Some might say, is that
real? I think for the next 3 years it is
as real as anything we have done be-
cause, if we get the reform package in,
we will have three caps in each of the
next 3 years, defense, domestic, for-
eign. You do not mingle them and you
do not exceed them. If you exceed
them, it is cut back. That is how you
get the discretionary savings. And
even in the fourth and fifth there is a
gimilar provision.

80, obviously, if I were writing my
own budget, if I were writing a budget,
I would rot write this one, but nobody
else would either. Everyone would
have a different idea, a different plan,
a different approach. And I am very
comfortable with Senators coming to
the floor saying how they would do it.
But I jut remind everyone, unless
someone can convince 51 Senstors
that what they want to do is what we
ought to do, then it is nothing more
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than somebody’s {idea, somebody's
wish. Clearly we want collective deci-
gions; that is why we have a Senate. If
we wanted ‘one-man decisions, we
would not have a Congress.

8o it is very difficult to come into
consensus, and I hope we are close to
that, and I hope after a day’s debate,
maybe long into the night tonight, we
will do something right and historic
and get on to conference with the
House and perhaps end this agony, not
only for us, but for our people. We
ought to get it done.

Now, Mr. President, let me confer
for one moment and I will yild.
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Mr. SYMMS. Mr. President, what
this points out is that the trends of
the 1986 Tax Reform Act are that the
wealthy people in this country are
paying more taxes than they have
ever pald before. These are IRS fig-
ures just recently released on 1987-88
tax returns, that show in 8 summary
now that the distribution of total
income tax burden for those with in-
comes over $100,000, those people are
paying, 36.4 percent of all taxes.
During the 1980°s period of growth,
these people’s share grew 76 percent
of where they used to be pre-Ronald
Reagan: Those over $50,000 are now
paying 62.9 percent of all the taxes.
Under $50,000 pays 37 percent.

The point is, Mr. President, that our
tax system does already tax—it is like
the old question when they asked
Willie Sutton why he robbed the bank.
He sald that {3 where the money is.
The same thing is true with the tax
collector. This package has all kinds of
excise taxes that are going to hit
across-the-board, rich and poor alike
and, in my view, {3 unnecessary at this
point in time.

In summarizing my remarks, I say,
again, to the American people, now s
the time to grab your wallet, run for
cover, get the ballot box out and start
comparing how the people in Congress
vote and how these bills come out on
your tax increases and start watching
because, in my opinion, we are playing
Russian roulette with the American
economy to be doing anything other
than controlling spending. In fact, this
budget’s saving will not be savings at
all. Why? Because the President's
man, Jim Brady just asked this week
for an additional $50 billion to bailout
saving and loans. This $50 billion will
more than wipe out the $40 billion in
1991 savings put forward by this
budget package before us.

No, Mr. President, this budget will
not lead to a balanced budget as it pro-
poses to do. Moreover, every economist
in the country, every business leader
in the country will tell you the prob-
lem {3 spending, spending, spending.
Somehow it turns out it is easier to
divert the argument from spending to
whom are we going to tax. Then the
strategy becomes, tax someone and try
to make it 100k like, “Oh, I didn’t want
to do that but I have to vote for this
bill because we just cannot get by
without it.”

Cannot get by without what? Cannot
get by without $1,150 trillion? We
have $1,150 trillion in the Treasury
now, or close to that. The revenue
flow to the Treasury has been growing
every year. We have so far $1,100 bil-
lion in revenue and people are saying
that is not buying us enough govern-
ment.

Look out America. Congress Is get-
ting up a head of steam to raise taxes
and neither facta nor reality seem able
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to slow it down. What will certainty
slow down further if the Congress con-
tinues down this path is: our economy.

The Finance Committee has contridb-
uted to this headlong tax Increase,
$11.3 biltion In additional taxes dis-
guised as spending cuts, and $5.3 bdii-
Yon in new spending. Com-
bined with the other elements in the
budget, Jess than one-quarter of the
budget represents real savings or im-
proved efficlencies in Government pro-

&Trams.

In addition, under the original
budget summit agreement the vartous
committees of Congress were directed
to raise about $1168.2 billion in various
user fees, These additional tax in-
creases are cleverly hidden because
they. are scored &8s spending reduc-
tions.

‘When combined with the user fee in-
creases, the Finance Committee’'s ex-
plicit and disguised tax increases
the total tax increase to $269.6 billion,
one of the largest tax increases in our
Nation’s history. And it comes at a
time when our economy is already
struggling. Battered by a credit crunch
and the recent runup in ofl prices as a
result of the Iraqi tnvasion of Kuwait,
the economy is slipping into a reces-
sion. The recession may be over in a
year, or it may last much longer. The
recession may be a gentle slowdown in
growth, or a precipitous collapse like
the recession in the early 1880's. But a
recession is clearly at hand.

There {3 no defensible economic

theory which says the correct policy tn
a recession s to raise taxes. Not from
the left, not from the right, not from
the past, nor from the present. Not
one,
The monetarist, supply side, and
neoclassical schools all tell us the cor-
rect response to & recession ts to cut
spending to free up resources for more
productive uses and to cut taxes to
reduce the straltijacket Government
imposes on iInvestment, work, and
growth.

Even the now discredited Keynsian
school tells us to increase spending
and to cut taxes, exactly the opposite
of what the Finance Committee i3 re-
porting out.

The one prescription each of these
schools agree on is that the correct
policy In a recesalon is to cut taxes,
not to raise them.

8o, what ghost of a theory is propel-
ling these Halloween tax incresses
through the Finance Committee and
the rest of Congress? The evidence
points to the Depression economics of
Herbert Hoover. In 1932, following the
collapse of the stock market and in
the clear signs af recession, Herbert
Hoover decided the best policy was to
gel the Nation's fiscal house in order
by raising taxes. Mr. Hoover, a fine
man, was tragically en, as
events proved.

The expectation at the time was
that the tax would relax the
strain on the credit markets created
by the policles of the Federal Reserve
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and. thereby reduce interest rates.
Congress, while spending months
wrangling over the details of the tax
increase, did not question the need for
such an increase. While many factors
contributed to the Great Depression,
no one guestions that the Hoover tax
inerease made a bad situation worse.
Yet here we are \getting ready to
repeat the tragic mistake of 1932.
Today'’s argument—and that may be
too strong a woard—for increasing
taxes traces Its intellectual heritage di-
rectly to the Hoover tax increase. The
full statement of this argument runs
as follows: Raising taxes in a recession
18 necessary to cut the budget deficit
and thereby lower interest rates.
There are two fatal flaws with this
theory, First, a tax increase is not
needed to reduce the budget deficit. If
we simply hold this year's spending at
last year's levels, the deficit would fall

bring by about $76 blllion. That is, even

without a tax Increase we could cut
the deficit by nearly twice the amount
proposed in the budget summit agree-
ment, and we could do 80 without a
single cut in spending.

‘The second flaw i5 the idea that cut-
ting the budget deficit by $40 billion
will lower {nterest rates. The effect on
interest rates of reducing the deficit
by & few tens of billions of dollars in
the context of a $5 trillfon economy,
and a global economy many times that
size, s Hke a pebble’s waves on the
ocean surface.

Proponents of the interest rate argu-
ment are not even consistent. Even
with a deficit reduction package of $40
billion, the budget deficit ts expected
to increase by about $130 billion from
fiscal year 1990 to fiscal year 1981.
This means that if interest rates are
affected significantly by the budget
deficit, they would be driven upward
by the budget agreement targets, not
downward. 1f proponents of the inter-
est rate theory really considered their
argument {n detafl, in the face of a re-
oession it would be frresponsible of
them to accept a paltry $40 billion def-
fcit reduction package.

We find ourselves in this predica-
ment because the Congress convinced
the White House that the only way to
deal with the budget was to convene a
summit. The sole purpose 0f the
summit was to hide the budget delib-
erations from the public eye and to
allow proposals to be advanced and
adopted without the public knowing
whose fingerprints were on them. The
secret summiteers did not have the
oourage of their convictions to defend
thelr {deas in public debate, so they
sought the shelter of anonymity.

The agreement was presented to the
Congress on a take-it-or-leave-it basis.
The President and the Senate majori-
ty leader went on televiston to encour-
age the American people to voice their
support for the package. The Ameri-
can people expressed themselves, all
right. Well over 90 percent of the calls
we received were In strong opposition
to the dudget agreement. Our experi-
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ence seems to have been typical, and
80, despite the exceptional efforts of
the secret summiteers, the agreement
went down to defeat in the House of
Representatives. It was a take-it-or-
{eave-it deal, and the American people
shouted: Leave it. )

The package put together in the Fi-
nance Committee has been aocurately
described as the budget summit agree-
ment with softened edges. In fact, the
Jeadership of the Finance Committee
took the budget summit agreement as
its starting point and then began a
committee minisummit.

The committee leadership has met
numerous times, all behind closed
doors. Members caucused numerous
times, all behind closed doors. The
package was then presented to the
whole committee for discussion and in-
formal markup, again behind closed
doors, and with a clear leadership un-
derstanding that Member’s amend-
ments would be opposed—the fix was
tn.

‘These informal discussions are not
necessarily or always bad. But there
comes & point where public hearings,
and public discussion and debate are
essential to safeguard the democratic
process. When the entire legislative
process s done out of public view, it
not only conflicts with our national
values and traditions, but it breeds the
kinds of legislative disasters for which
the Congress is rightly scolded. The
reconciliation tax bill the committee
has reported out may turn out to be
one of the best examples of a late-
night, closed-doors disaster that we
have geen.

The rallylng cry of the tax-and-
gpend crowd has become, "Tax the
Rich.” Many people, though certainly
not all, agree with the abllity-to-pay
proposition; that is, that the wealthy
should pay a higher total tax relative
to their income than should middle-
income taxpayers and that middle-
income taxpayers should pay more
than lower income taxpayers. But it is
fair to wonder if enough is not already
enough.

As the table below describes, when
measured by income levels, under our
current tax system the top 1 percent
of taxpayers earn 13.4 percent of all

cent of the tax while the bottom half
pays about 5 percent is not merely
progressive, it is punitive,
came ot :_,a oo
ool il
iz ow




S 15458

e M
50 parcent %4 e

While the package the Finance Com-
mittee is reporting out isn’t as extreme
as other proposals floating around the
Capitol, it clearly achieves the tax-the-
rich goal. For example, the package in-
cludes a provision that reduces by §
percent of their adjusted gross income
the itemized deductions that may be
taken by individuals with incomes over
$100,000.

The effect of this provision, much
like the effect of the so-called bubble,
which results from phasing out per-
sonal exemptions and the 15-percent
tax-rate for upper income individuals,
is to increase the effective top tax rate
by about 1.67 percentage points. The
effective top income tax rate, there-
fore, has been raised from 33 percent
to almost 35 percent. Ironically, after
all the opposition from the White
House over the bubble and preserving
the existing tax rate structure, the Fi-
nance Committee has managed to slip
in a higher tax rate.

The charities are strongly opposed
to this proposal, and for good reason.
For, although the 5-percent limit is
low enough so as not to affect most in-
dividuals’ decisions a8 to whether and
how much to glve, it is not hard to
read the writing on the wall. Over
time, the 5-percent rate will be raised,
first to 8 percent, then to 10 percent,
then to 50 percent, and so forth. And
while the rate increases, the threshold
will fall to $80,000, then to $75,000,
and 80 on. And with each change,
more and more Americans will become
discouraged by the tax treatment of
charitable giving.

The rich are 2lso0 the primary target
of the tax on luxury items. There i3 no
policy reason to support this new tax.
1t is just a convenient means to hit up
higher income individuals for another
$2.1 billion. These are not s0 much
luxury taxes as envy taxes; it is the
codification of covetousness.

The Finance Committee has given
upper middle income taxpayers a
higher tax rate as well. Currently,
both employers and employees pay a
1.45-percent hospital insurance (HI)
tax on gross wages to fund Medicare,
along with a 6.2-percent tax to fund
8Social Security. In each case, only the
first $51,300 of wage income is subject
to tax under current law.

Under the Finance Committee pro-
posal, the wage cap for the HI tax is
raised to $89,000. Since the employee
pays all of his tax, and much or all of
the employer’s share of the tax, this
proposal is equivalent to raising the
income tax rate of a very large
number of taxpayers from 28 percent
to almost 31 percent, and another tax
rate increase is slipped in through the
back door to raise $19 billion.

The rich aren’t the only ones offered
the opportunity to pay for Congress’
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inability to restrain spending. For ex-
ample, even though the price at the
pump for a gallon of gas has increased
over 27 cents since the Iraqi invasion,
the Finance Committee has decided to
raise an additional $42.6 billion by
more than doubling the gas tax.

The gas tax was originally levied
under a compact with the American
people that the funds raised would be
placed into the highway trust fund to
be spent on transportation infrastruc-
ture such as highways, bridges, tun-
nels, and mass transit. The Hooverites
on the Finance Committee have
broken this compact because only half
of the money raised by the gas tax in-
crease goes into the trust fund, the
other half goes to deficit reduction.

Having broken faith with taxpayers,
the committee may be criticized as
well for counting the taxes that are
deposited into the trust fund as deficit
reduction. Clearly, taxes raised to be
spent will eventually be spent, and so
it 1s disingenuous to count the in-
creased inflow into the trust fund as
deficit reduction.

The biggest tax increase on business-
es falls on the life insurance industry.
Whatever the technical merits of the
proposal, the effect of this $8 billion
revenue grab is nearly to double the
industry’s taxes overnight.

According to the Finance Commit-
tee, the rich would seem to be anyone
who works for a living, drives a car,
has & small business, drinks wine or
smokes cigarettes, buys life insurance
or works for a life insurance company,
or has a telephone.

Some Senators intone gravely that
we may be playing Russian roulette
with the economy if we don't get our
budget deficit under control by raising
taxes. The reality, however, is that
this package is the economic version of
the Dark Ages medical practice of
bleeding the patient to effect a cure.
Applying the tax leeches to the Ameri-
can economy may well worsen the big-
gest budget buster of all—recession.
And next year we could be facing a
budget dilemma that makes this year’s
deliberations look like a cakewalk.

. ExHrerr t
SToMPING THE RICH
(By Warren Brookes)

In the last few months, Americans have
been treated to the greatest orgy of rich-
bashing since Vladimir Lenin led the revolu-
tionaries onto the barricades in 1917,

Broadcast talk shows now reveal most
Americans think the rich in this country
pay very little taxes, and are paying less
every year, at the expense of the poor and
middle class,

This incredibly false notion is being fed
with gusto by the Democrats in Congress
and their friends in the media, like 8am
Donaldson, who was massively offended last
Sunday because the new Senate tax propos-
al “only” adds $29 billion to the tax burden
of those over $100,000.

But then Mr. Donaldson has never been
one much troubled by facts, and apparently
the public is in no mood for rational dis-
course in this already deeply poisoned
debate. For enyone interested in the truth,
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the reality could not be further separated
from the rhetoric.

If you doubt this, we ask you to consider
the 1987 and 1988 income tax return data
recently released by the Internal Revenue
Service. Not only do the data show the mas-
sive concentration of the income tax burden
on the top taxpayers, but they demonstrate
conclusively that virtually all the growth in
income tax revenues is now coming from the
top 13 percent of the taxpayers, and nearly
71 percent of it is coming from those over
$100,000. (See Table).

In 1888, total income tax collections rose
by $47 billion over 1987, from $369 billion to
$416 billion, a 12.7 percent rise—reflecting
the strong, pre-Bush economy. Yet in that
1888 year, the taxes paid by the income
groups under $50,000 (representing 87.3 per-
cent of the taxpayers) rose by only $1.9 bil-
lion, or only 4 percent of the total increase.

Furthermore, that 87.3 percent of all tax-
payers paid only 37.1 percent of the total
income taxes collected, and in real terms
their tax payments have actually been going
down every year. And 1988 was no excep-
tion: The real tax payments (after inflation)
for the bottom 87 percent of all taxpayers
fell by another 2 percent, on top of a 10 per-
cent real drop 1981-87.

This means that 98 percent of the entire
1987-1988 increase was paid by the top 13
percent of the taxpayers, who accounted for
nearly 63 percent of all income taxes paid.
Thelr tax payments rose 21 percent in 1888,
or a real rise of 17 percent. It is hard to
imagine a more steeply progressive tax
burden than that, or a more steeply progres-
sive trend.

The bellyaching coming from average tax-
payers over the alleged “tax breaks” for the
rich represents an appalling level of igno-
rance from & class of taxpayers who have
seen thelr income taxes go down massively
(nearly 15 percent) in real terms over the
last nine years, even 88 the taxes paid by
the wealthy have in fact soared at their
fastest growth in at least three decades.
From 1981-88, the taxes paid by the top 6
percent rose in real terms by more than 70
percent while GNP grew less than 24 per-
cent.

Indeed, in 1988 the 2.3 percent of all tax-
payers over the income level of $100,000,
paid 77 percent of all of the additional taxes
collected in 1988 (over 1987), even though
this 2.3 percent’s total share of the tax
burden is already & massive 36.4 percent.
Their actual tax payments rose 27 percent
real.

In plain English, the 1986 Tax Reform Act
made an already intensely “progressive”
income tax burden still more progressive,
with new taxes collected from the rich at
double even their already high share of the
current income tax burden.

Indeed, the highest target of the Demo-
crats’ revenge, the 65.303 taxpayers with
more than $1 million in income, who repre-
sent only 6/100 of 1 percent (0.08 percent)
of all the taxpayers, not only paid 10.5 per-
cent of all the taxes pald ($44 billion) but
pald 41.3 percent of the total revenue in-
crease in 1988!

This means that the Democrats and their
allies like Kevin Phillips are engaged in the
most astonishing and destructive, not to
mention irresponsible, level of distortion on
this issue, and the result could be cata-
strophic for economic policy.

That is because simply slapping huge new
5 percent to 15 percent tax surcharges on
everyone with an income of more than
$100,000 (as House Democrats now propose)
will not only be massively unfair in terms of
who has actually been paying the rising tax
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burden in this country, but economically su-
fcidal.

The vast preponderance of U.S. new job
formation i3 the result of investment by
those with incomes of more than $100,000,
and whacking those incomes is attacking job
creation and economic growth.

It is time to stop disgusting and ugly poli-
tics of envy and remember where Lenin led
his people—right down the economic toilet.

1387-88 INCOME TAX TRENDS

Percent  Porcant  Percent

Trcome class 1557 of total o o ol

{milions) powth  taxpayers  burden
Undor $15000 ... ~$765 —16 Q0 33
15,000 iso,ow e 2811 56 “a 38
000 10 $100000_— 9018 192 104 %5
100,000 to $1,000,000 . 16.66) 355 22 259
1,000,000 and over.___ 19381 413 0.06 105
w'”w_.____.___ 45906 1000 1000 1000
Under $50000.___.. 1846 40 4] 71
Over $50.000 . 45060 %0 126 29
Over $100.000 . 36042 763 2 %4

Source: RS statistics of income, spring 1990.

Mr. SASSER. Mr. President, I have
listened with interest to the remarks
made here this morning by the distin-
guished Senator from Idaho, a valua-
ble member of the Senate Budget
Committee. I must say that I cannot
agree entirely with a number of the
assertions which have been made this
morning by my distinguished friend.

Mr. President, the Senator from
Idaho raised the point—and I think a
valid point—that this is perhaps not
the most opportune time for us to be
raising revenues given the state of the
economy. This economy, according to
most of the indicators, is either teeter-
ing on the brink of a recession or is,
indeed, in a recession at the present
time. So why should we be looking at a
deficit reduction package today that
would reduce the deficit by over $40
billion in fiscal year 19891 and by
almost $500 billion over the next §
years?

We do so, Mr. President, because we
are forced to do 80. We have absolute-
ly no alternative. We are seeing a vir-
tual explosion in the Federal indebted-
ness and in the deficit that this Gov-
ernment {s now carrying.

Some of us approached leading rep-
resentatives of the new administration
as they came into office right after
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President Bush's inauguration and
made the-case to them that we needed
to embark on a program of significant
deficit reduction, and it needed to be
done then—and now—when the econo-
my was doing well, when the economy
was expanding.

We were rebuffed in those overtures
and told that it was not time to take
the measures that needed to be
taken-—perhaps at 8 later date but not
yet.

Some of us retorted that if we con-
tinue to wait we are going to see this
business cycle, which is already very
mature, begin to curve downward; we
will see the deficits get up even fur-
ther; that will not be the opportune
time to come with a significant deficit
reduction package.

Again we were rebuffed, and the
effect at substantial deficit reduction
was put off once again, even though
these same officials realized that
something was going to have to be
done about the deficit.

How did we get into the present pos-
ture?

The proximate cause of the explo-
sion in indebtedness that we have seen
over the past decade is the result of
two things: One, the supply side tax
cut of 1981. According to the statistics
of the Office of Management and
Budget—and bear in mind, Mr. Presi-
dent, at the time, this was President
Ronald Reagan's Office of Manage-
ment and Budget—as a result of that
tax cut of 1981, the so-called supply
gide tax cut, the Federal Government
lost $1.414 trillion during the decade
of the 1980°'s, an unprecedented hem-
orrhage of Federal revenue.

In essence, the revenue base of the
U.S. Government was reduced by 20
percent over the period of the 1980's.
Superimposed on top of that was the
largest military buildup in the peace-
time history of this country; indeed, a
military buildup that even surpassed
the buildup during the course of the
Vietnam war.

As we were reducing taxes and de-
priving the Government of a revenue
base to the tune of $1.414 trillion
during the decade of the 1880's, we
were increasing military spending in
nominal dollars at about 50 percent.

Mr. President, that is what con-
fronts this Congress, and that is the
reason we are in the posture now of
having to move in the direction of seri-
ous deficit reduction. That 18 the
reason leading officials of the Bush
administration knew when they took
office that something was going to
have to be done about this deficit, be-
cause we were literally mortgaging the
future of this country to satisfy the
need to meet the Federal debt pay-
ments.

We found over the past few months
that there has been a virtual explosion
in the deficit. 1t comes about as a
result of two things: First, the econo-
my is now starting to curve downward,
just as some cautioned the administra-
tion it would do; second, there i3 an
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almost unprecedented need for Feder-
al borrowing to deal with the disaster
that has occurred in the savings and
loan administration.

S0 that is why we find ourselves now
as we hang on the edge of a recession
having to move in the direction of sig-
nificant deficit reduction.

The distinguished Senator f{rom
I1daho was Quite correct in his asser-
tion that this is not good for an econo-
my which is coursing downward, but I
would submit that because of the fail-
ure of the administration to act we
simply have no alternative but to do
0.
Why do we have no alternative? Be-
cause we now find that the Federal
deficit which the President told the
American people in his State of the
Union message in January was $101
billion and would be reduced to $64
billion by fiscal year 1991, and then it
would go away, by the President’s own
statement of a few days ago in his
White House address to the American
people the deficit has mushroomed to
over $300 billion. So we have no alter-
native but to try to deal with it now.

We are in a catch-22 situation. Why?
Because we are financing a substantial
portion of this deficit with funds that
are borrowed from abroad, principally
Japanese funds. We find now that as
the American dollar continues to de-
cline, as our economy continues to de-
cline, as troubles start to appear in the
banking structure and in the underly-
ing insurance structure of our econo-
my, foreign investors are looking else-
where to invest their funds. They find
that interest rates in Japan and inter-
est rates in Germany and even the fi-
nancial security offered by those two
countries might be at least on a par or
even preferable to that of the United
States. So we see the option of financ-
ing our excesses from abroad starting
to dry up on us. We are left with no al-
ternative but to fall back on our own
resources to try to finance this deficit.

The distinguished Senator from
Idaho said why do anything; let us
just go on with the sequester. He cited
polls in which the American people
sald we want to see Government

shrunk,

He said the American people would
not care {f we had a sequester. 1
submit that the American people
might very well change their minds
when they determine that the air-
planes are not running on time, or in
some places running hardly at all.

There might be second thoughts
when there are air collisions because
of not enough air traffic controllers,
and people perish as a result of that.
There might be second thoughts when
we go back to the days before meat in-
spections were in the factories and in
the meat packing plants, back to the
days written about the muckrakers at
the turn of the century, when people
were eating meat from disabled cattle;
spoiled meat. If we did not have the
Government funds to keep the meat
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inspectors there, then we would see
that pecple were really starting to
care.

What about lack of Government em-
ployees to get out the Social Security
checks or the Medicare checks? Cer-
tainly, I think we would see the people
beginning to care then. I suspect we
would begin to see a lot of citizens be-
ginning to care if they saw the mili-
tary establishment in this country re-
duced by sequester by as much as 30
percent, while we have almost 200,000
troops now deployed in the Middle
East.

So sequester is not a rational alter-
riative for us at the present time. If we
went to sequester, it would mean a se-
Gguester of well over $120 billion across
the whole spectrum of the Federal
Government.

The distinguished Senator from
Idaho addressed himself to reducing
Government spending. He said that he
found that to be a more platable alter-
native than the package we have

before us. But I noted not one word -

was sald about reducing defense
spending.

I submit to my colleagues that when
you spend a dollar to buy a B-2
bomber, that dollar i{s just as valid as
the dollar you spend for chiid nutri-
tion programs. And the dollar you
spend to build a nuclear aircraft carri-
er depletes the Federal Treasury just
as much as the dollar you spend for
defense. And the dollar you spend to
buy 155-millimeter howitzers depletes
the Federal Treasury just as much as
the dolar you spend for Medicare for
our older people. But not a word was
said ebout reducing defense spending
in this budyet package.

I thought, Mr. President, it was sad
{rony yesterday when the word came
that the President of the Soviet Union
was receiving the Nobel Peace Prize,
and a majority of this U.8. Senate
voted to expend tens of biilions of dol-
lars of taxpayers’ money to buy more
B-2 bombers. Who in the world are we
going to bomb with those things?

My distinguished friend also Indicat-
ed that the Members of Congress
esked for a summit; that we wanted to
get the administration in a summit so
there could be anonymity as to what
the results of that summit sgreement
were.

Well, the facts are that the Presi-
dent of the United States requested
the summit. The facts are that this
Senator sald: I do not want togoto a
summit. The facts are that the Senate
majority leader, Senator MrrcurLL, in-
dicated he would go to a summit only
with great reluctance.

But when the President of the
United States summons the leadership
of this Congress to the White House
to discuss the economi¢ mess that this
country is in, to discuss the fiscal crisis
that threatens the very health of this
economy, what do we do? Of course,
you go to the White House to discuss
those matters with the President, and
if he wishes an economic summit, that
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is precisely what the responsibility of
the leadership to accede to the Presi-
dent's request is. That is what was
done.

But I submit that it was not the
Congress or the leaders of the Con-
gress who wanted the anonymity of a
summit. No.

I strongly suspect it was leading fig-
ures in the administration, perhaps
even the Chief Executive himself, who
wanted the anonymity of the summit
so that when the summit came out
with & budget summit agreement that
had revenues in it—which every senst-
ble economist in this country knew
had to occur and every serfous student
of Government affairs knew had to be
a principal part of any summit agree-
ment—I suspect that there were offi-
cials in the administration, and per-
haps even the President, that wanted
to say this is somethirg that had some
kind of an immaculate conception:
“We had nothing to do with it.”

It was the administration that
wanted the anonymity of a summit
agreement to do what they knew had
to be done. Well, to the credit of the
leadership of this Congress; to the
credit of the distinguished maljority
leader, Senator MrTcHELL, to the
crocdit of the Speaker of the House of
Representatives, Mr. FoLEY, they let it
be known in no uncertain terms that
they were willing to do their duty, but
they wanted to have a sharing of the
responsibility.

That is when the President finally,
at long last, sort of slipped a piece of
paper out from under the door to the
waiting press, and said, ‘Oh, by the
way; we are going to need some in-
creases in revenue in this budget pack-
age.”

Following that statement, then we
saw the Chief of Staff rush over here
to Capitol Hill to assure Members of
the other party in the House of Repre-
sentatives: Well, no, that probably was
not the case at all. As if to say, “We
did not want to do it, but the leader-
ship, the Democratic leadership in the
Congress, made us do it.”

Mr. President, some statements were
made sbout the tax policy: What sort
of revenue policies we ought to have;
who ought to be paying them. Just let
me remind my colleagues of a few sta-
tistics.

According to the nonpartisan Con-
gressional Budget Office, during the
decade of the 1980's, the tax rate on
the poorest tenth of our population in-
creased by 28 percent, while the tax
rate on the richest 3 percent was cut
by 9% percent. And when some of our
colleagues in the House of Representa-
tives try to call attention to that, they
are accused of what? Class warfare.

I call my colleagues’ attention to the
fact that the bottom 30 percent in the
economic brackets of this country
were hit by double-digit tax-rate in-
creases during the 1980’s, Tax rates
were increased on the bottom 60 per-
cent of our pcpuletion, and they were
lowered on the top 40 percent.
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The real disposable income of the
poorest 10 percent of this population
dropped by 8.4 percent during the
1980's, while the richest 5 percent ex-
perienced a skyrocketing 45-percent
growth in real disposable income.

What we are saying in this package,
what we are saying in a bipartisan
way—and I want to say to the credit of
the distinguished minority leader, Sen-
ator DoLe, who has been a leader in a
lot of areas, and who is a man, I think,
of proven courage, not only on the
floor of this Senate, but in other fields
of endeavor, also, the leadership of
this Senate, working in conjunction
with the Finance Committee, its dis-
tinguished chairman and ranking mi-
nority member—I think they have pro-
duced a fair and progressive revenue
package. Is it the one that I would
have produced? No. I would like to
have one that i{s more progressive. I
would like to have one that raises the
top bracket. I would like to have one
with no gasoline tax at all. I would like
to have one with no reduction in bene-
fits to Medicare beneficiaries at all
But they have done the best they
could in a bipartisan way, and I think
it is a fine product. In the final analy-
sis, Mr. President, I am going to sup-
port it.

The time has passed for us to come
to this floor to try to convince the
American Ppeople that the problems
facing this Government can simply be
solved by doing away with the waste,
fraud, and abuse. I have served in this
body for 14 years, and I have not seen
one line item in any budget dedicated
to waste, fraud, and abuse, and I have
lcoked hard for it. I cannot find any-
body that is allocating funds to wasie.
fraud, and abuse in this budget or in
any other. Sure, there are scme ex-
cesses. There are excesses in any large
human endeavor. And that is precisely
what government is—perhaps the larg-
est of &1l human endeavors. There are
some places we can cut; there are some
places we can save, and we have o
continue to lock for them. But to say
that, by cutting here and saving a tiny
bit there and cutting out a little dupli-
cation here, we would solve a problem
that now amounts to over $3 trillion,
simply, I think, Mr. President, to put
it kindly, begs a question.

So although I think the Senator
from Idaho has done the Senate s
service in bringing eome of these mat-
ters to our attention here this mom-
ing, I say that, on balance, I would
have to agree with him on the sub-
stance to & substantial degree. What
we have before us, I think, is a budget
reconcillation bill that every Senater
can proudly support.

Mr. President, I ask unanimous con-
sent that I be allowed to yleld 10 min-
utes to the Senator from Delaware,
from the time under the control of
Senator Domenict, for the sole pur-
pose of an opening statement, and
that I be recognized immediately at
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the close of that statement, without
any intervening action.
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Mr. HOLLINGS. Mr. President, let
me thank the managers of the bill and
thank my distinguished colleague
from Arkansas. We can gee the be-
devilment that besets us when we op-
fmte in this particular 11th-hour fash-
on.

With regard to the Senator from Ar-
kansas’ remarks, I would note that
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men convinced against their will are of
the same opinion still. I can remember
8 dozen year ago when these same
Senators complained about certain
severe OSHA requirements. OSHA ex-
cesses more or less disposed of the
former distinguished Senator from
Wyoming, Senator McGee, because
our colleague here, the present Sena-
tor, Senator WaLLop, depicted on TV
how the OSHA crowd was going to re-
quire Wyoming ranchers to ride the
range with portable toilets. The ad de-
picted a roundup, complete with Marl-
boro men, but instead of the ciga-
rettes, you had a toilet bowl and tank
wrapped around the poor horse’s neck.
As the animal went wobbling down the
range, about to go head over heels, the
announcer said: ‘“That is the way
Washington thinks we ought to round
up cattle here in Wyoming. Vote
Wallop.” So do not wallop me with
that OSHA nonsense again.

I want to join the Senator from Ar-
kansas in opposing that provision. I do
not see how it got out of the commit-
tee, but it has, and these things do
happen.

Now, Mr. President, by way of open-
ing remarks on this bill, let me note
that we have heard this morning from
our distinguished colleague from Dela-
ware, the daddy rabbit of growth, the
growth of deficits and debt, that is.
That is the only thing that has grown
in any meaningful terms. Deficits and
debt, and debt and deficits, and defi-
cits and debt.

We are told that when you find
yourself in a hole, you should stop dig-
ging, but we have never seen, as the
Senator said, a Republican who did
not like a shovel. They continue dig-
ging furiously today. Here, after 10
years of wrecking the economy, they
want to take another swig of that old
deficit barleycorn and preach the old-
time religion of growth, growth,
growth.

For heaven’s sakes, do not give us
any more of this growth. It is killing
us. It has been a nagging cancer all
summer long, this so-called capital
gains {ssue. For a year and a half, now,
we have heard how that $5 billion
measure is going to single handedly
jumpstart the economy. We have wit-
nessed grown men walking around hol-
lering how we are going to jump-start
a 85 trillion economy with a capital
gains provision that, of course, over
the 5 years, loses us $21 billion. What
nonsense.

“We are going to have growth,
growth.” Do not ever tell us southern
politicans about growth. We learned
long ago how to carpetbag the North.
The first requirement is that you pay
your bills. You are not going up to
New York, to Boston, to Chicago to
visit captains of American industry,
and try to lure them with visions of
moonlight and magnolias. You're not
going to lure them with promises like.
“We are going to pave your road.” No
way, Jose. That's a lot of hooey.

S 15467

You have to offer them productivity.
You have to pay your bills., And back
in the 1950’s, we led the way. We
raised taxes in South Carolina. And it
was not easy. I had to sell the idea.

That is why I fought the President
of the United States, because we have
seen this problem of not paying the
bills. I have been to the mountain top
and seen the other side. You have to
work, and work against friends, and
work against politics because nobody
likes taxes.

All these polls say the people are
against taxes. Who is surprised. Heav-
ens above, polls do not ever ask, ‘“Do
you want the Federal Government to
pay its bills?”’ I think 95 percent would
say “yes” tothat, but polls do not ask
that question. They just ask: “Are you
for taxes?”

So you have to straighten yourself
out in the first instance, raise taxes
and pay the bills. Therein, incidental-
ly, was the idea behind Gramm-
Rudman-Hollings. It was, immodestly,
my initiative growing out of my expe-
rience in South Carolina. Wall Street
said, “Governor, we have heard that
before, that you have a balanced
budget. But how can we count on it?”

I said I have an iron-clad device to
control it. Our law requires the audi-
tor to periodically certify to the Gov-
ernor, that the expenditures were
within the reference. And if not, zoom,
right across, sequestration and it
works. Governor Reilly did that; Gov-
ernor Campbell has done it. The se-
quester is usually 2 percent. It is a
minimal kind of cut, but everybody
knows that the discipline is there.

And, incidentally, we did not con-
template under Gramm-Rudman-Hol-
lings cutting $110 billion in a single
year. Indeed, 1991, this year, was sup-
posed to give us a balanced budget
when we adopted Gramm-Rudman-
Hollings back in 1985. ‘

And we did not anticipate robbing
the Social Security Trust Fund. There
was no need. We planned & balanced
budget by 1991. So there is nothing
wrong with the budget law.

The failure of Gramm-Rudman-Hol-
lings is simply that we have not told
the truth. Of course, it would be blas-
phemous to try to compare Gramm-
Rudman-Hollings with the Ten Com-
mandments. Nonetheless, we do not
obey the Ten Commandments, but
nobody says abolish them. We do not
obey Gramm-Rudman-Hollings, but
everybody says let us get rid of it. But
they do not want to have to vote ex-
plicitly to kill it.

The Senator from Delaware says we
need growth. Of course we do. We
need growth. We need & freeze. We
need spending cuts. We need taxes. We
need all of the above. Our sftuation is
desperate.

I have outlined the nature of the
crisis throughout the summer. When
we came back after Labor Day, I wrote
a Washington Post article, and more
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recently one in the New York Times,
describing our predicament.

As I have stid we need a mini-Mar-
shall plan for East Europe and Latin
America and a maxi-Marshall plan
here In the United States, because we
have moved into the trade war where
competitiveness is the name of the
game. There is no sense of that in this
Congress or in this town. There i8 no
understanding of the problem from
the President of the United States. In-
stead, he flies around the country
trying to blame Congress. The debate
is distracted by questions of who is
rich and who is poor; and which tax is
progressive and which is regressive.
But we are not talking about America
stepping up to the challenge of compe-
tition internationally.

80 we need growth, yes, and the best
growth measure is to stop the growth
of interest costs. We are now into a
vortex where interest costs are eating
the Federal budget alive.

For the first time in the history of
the United States, we are witnessing
an international crisis in which the
dollar is going down rather than up.
The Europeans and Japanese do not
think the United States of America is
& safe haven for their money, and so
the dollar goes down. In previous
crises, the dollar always went up.

S0 the best way to achieve growth
and straighten this mess out is to pay
the bills. It is annoying, dismaying to
me to have Senators come on this
floor and start talking about growth,
and how they are against taxes, be-
cause the polister says that is what
Senators have to parrot: Reelect me.

You will not find in the history of
man the solution to a problem of this
magnitude in a political pool. At the
founding of the country, Ben Franklin
sald, “Let’s put this proceeding In
Philadelphia off the record if we are
going to get a Constitutional Conven-
tion,” because if you took a public pool
back 200-some years ago, people were
against the king, against strong gov-
ernment.

They were for the Articles of Con-
federation and against the Constitu-
tion. Everybody knew {t. But the
wisdom of the forefathers said, **Close
the door, and let us not have any polit-
ical pools, because we will never get a
{ree people started.”

‘We also hear fine preachments
against waste, fraud, and abuse, and
for cutting spending. Let us be clear
right now that the President is agree-
ing to $162 billion deficit for this year,
right now, 1991. Add Bill Seidman’s
8&L bailout which they are off the
floor trying to maneuver to get off
budget. It could total $100 billion.
They cannot find a rug big enough to
sweep that one under. You can get
wall-to-wall carpeting, but it is not
going to hide the S&L bailout.

I know the President does not want
to hear about his son, Neil, anymore.
We do not want to hear about the
S&1, Senators anymore. But there it
is, another $100 billion in 1991.
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8o {f you add 162 billion and 100 bil-
lion, you have 262 billion. And then
add the trust funds that they are still
trying to rob. The Senator from Penn-
sylvania calls it embezzlement. The
Senator from New York calls it thiev-
ery. We have the gall to call it “*hard,”
“tough” choices. “Hard,” “tough”
choices. Pain, pain; oh, I have pain.
Nonsense. They have been out there
at Andrews eating so much ice cream
that they all gained weight; they got
fat out there. One of my friends told
me, “I have to go on a diet.” They
took good care of pleasure boats, the
pleasure craft.
~ Mr. FOWLER. Planes.

Mr. HOLLINGS. Yes, they took care
of the private airplanes. They got all
the little loopholes for oil exploration,
and they fed the Japanese lobbyists by
exempting electronics. And then they
had the gall to come on the floor and
cry: Pain; hard, tough choices; tough
choices. )

And by the way, they say, let us
have a conference report here with no
amendments, and 10 hours of debate.
Like right now, you cannot offer an
amendment; same act, same scene,
same let us sweep it under the rug.

Well, we will watch that. We will
watch that. But in any event what
about waste, fraud, and abuse?

If you have spending of $400 billion,
how are you going to cut that? Nobody
in his right mind wants to cut spend-
ing by $400 billlon in a $1.2 trillion
budget. Even the Grace Commission
report did not have that in mind.

Incidentally, In the last Grace report
we got, in 1889, the President said that
we have adopted 69 percent of the
Grace Commissiion initiatives, and by
now it is over 70 percent of the Grace
Commission initiatives. And obviously,
the Grace Commission initiatives are a
matter of sound public policy.

Included in that astronomical
araount, Grace was going to save out
of defense, for example, were commis-
saries and post exchanges, the things
that we put in there to attract people
into the volunteer army...And other-
wise, CHAMPUS, health care, accord-
ing to the Grace Commission, is waste,
fraud, and abuse.

8o they can parrot that polister non-
sense of “I am against waste, fraud,
and abuse,” and “I am against taxes,”
and “Reelect me,” but look honestly at
the spending that you cannot and will
not cut. We are not going to cut de-
fense spending. According to the
summit and every other plan, $292 bil-
lion 8 the Nunn figure for defense.
We will not go below $292 billion for
defense. And add tn Desert Shield, and
you have at least $300 billion or more.

I do not want to cut it, and the
President does not want to cut it, and
they will not be cutting it. 80 you have
$300 billion budget defense. You have
$200 billion for health costs. We would
all like to control that. I could get
mdﬁesldentulknewhowwcon-
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1 have listened to everyone, and I
still listen, but how do you keep those
health-care costs from going up 11.5
percent each and every year? I want
the best health care. I want the CAT
scan when I get sick. I want all of the
tests. Then, of course, they are suing
the doctors, so the doctors require
every conceivable test. The bills run
up and up and away. So health costs
are $200 billion, plus $300 billion for
defense; that is $500 billion.

‘Then, of course, you have $263 bil-
Hon for Social Security, and no one
dares to cut that. There are the trust
fund. We would do well to stop them
from robbing it, much less cutting it.
So they are not going to cut it. In ad-
dition, $286 billion in interest costs are
projected. S0 now, additing it all up,
we have spending of some $1.50 bil-
lion. So even {f you eliminate all the
rest of the Government—the Presi-
dent, the Congress, the courts, the
FBI, the drug program, Commerce, In-
terior, Agriculture. Just eliminate the
rest of Government, and you still have
a deficit of some $200 billion.

80 let us start talking sense. The
American people have no idea abut
the magnitude of the task of getting
this Government back In the black. I
made one suggestion—I got eight votes
for it in the Budget Committee—5-per-
cent VAT tax, exemption food, hous-
ing, and health care. But they project-
ed that out at the Congressional
Budget Office. Even a8 VAT tax would
take to the year 2021 to do the job.

So we have a serious, serious prob-
lem. They keep talking about the
Democratic controlled Congress. Well,
1 saw Sununu this morning. He started
palavering that political nonsense. He
is the one controlling this Congress.
The White House is watching Con-
gress at every move. Why did we not
get child care, clean air, CAFE stand-
ards, the textile bill? The Republicans
over there, s0 well disciplined, upheld
the FSX veto, the Hatch Act veto. We
have had 15 up and down vetoes, and
you cannot override them.

They have the control. So do not
talk about a Democratic control. It is
controlled at the executive level. He
has the bully pulpit.

8o don't talk any more about a
Democratic-controlled Congress. We
were ready last Thursay to take up
Labaor, Health and Human Resources.
We had to walit for the minority to say
when we could take it up. We waited
all Thursday evening; we waited all
Friday moming, and Friday afternoon.
We were in here till midnight. I was
here. We could have easily taken it up.
But the minority tells you if you can
even vote on Friday and on Monday.
They just put two or three Senators
on the floor, and they all go about
politicking. We are a minority-con-
trolled Congress

I am against the filibuster rule. That
is how strongly I feel about it now. We
do not need extended debate. We can
have, 1 hour, 2 hours. I came from the



October 17, 1990

South, and we relied in the old days on
the filibuster. My senior South Caroli-
na colleague is the national champion.

But I can see now rather than
making us the most deliberative body,
the filibuster has undermined true de-
liberation. We have to change and
nl)ove into the modern world of televi-
sion.

Let us look this budget crisis in the
face and understand it. In & capsule,
Mr. President, we have trebled the na-
tional debt. The national debt right
now is $3.2 trillion. It was $907 billion
when President Reagan took office. It
took all the previous Presidents, Re-
publican and Democrat, 192 years of
our history, all the wars, revolutions,
civil, Spanish-American, World War I,
World War II, Vietnam, Korea, all the
wars, and we got our debt at a little
over $900 billion. Now we are at $3.2
trillion after one President, plus one
Vice President who is now President.

We added up all the new spending
programs that have been proposed.
We took Senator KENNEDY'S health
program for 1 year.

We took Senator Dopd’s child care
program. We took DANNY QUAYLE'S go-

to-Mars program; we took all the re--

scarch programs; we took all the infra-
structure programs, and it added up to
only $19 billion. Yet we spent $27 bil-
lion this past year for nothing, just for
added Interest on the debt.

As 1 said, Interest costs are now up
to $286 billion. The House passed a
budget for defense, of $283 billion.

They were saying that In several
years Interest cost would exceed de-
fense. It already has. The interest
costs exceed the defense budget.

Interest Is eating us alive. We have

gone from the biggest creditor to the
biggest debtor nation in the world.
The Europeans do not anymore con-
sider the United States a safe haven.
The dollar value is going down. We do
not have a trade policy. We have a
trade deficit of $100 billion plus each
year. And we have basic institutional
problems with the banks, the S&L's,
the insurance companies, real estate,
and right on down the list.
- Incidentally, if this keeps up, by the
next quarter—in the first part of De-
cember—we will have had two quarters
of less than 1 percent growth, and you
can then set aside Gramm-Rudman-
Hollings. We put that proviso in the
law. So we will have the technical re-
cession I am fearful of, and that will
be our refuge.

U.S per capita income is actually de-
clining for the first time since World
Wwar II. And Federal spending is over
lsx;ioo billion more than we are taking
The problem, then, if you are going
to try to tackle it over 6 years, is not a
$500 billion problem. The Comptroller
General of the United States last
month said to the summiteers it was
$1 trillion problem. But the Congress,
along with the President, said, we can
sc;livte the problem by disregarding half
of it.
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With this $1 trillion problem, that is
why the Senator from South Carolina
keeps counseling freezes and a VAT
tax. Heavens above, I am not advocat-
ing this, because I like taxes and I am
against Government. I am for Govern-
ment, and I would like to see it work,
and I have seen it work. I have seen
this disaster -build up over the past
decade. -

With a problem of this magnitude,
the President needs to get out into the
hinterlands and educate, sell, cajole,
persuade, and come again and again
and again and tell the American
people exactly where we stand. In-
stead, he finally agrees, In the Rose
Garden, to a budget agreement and
sells it on TV for a mere 10 minutes.
He claimed ‘there is no smoke and
there is no mirrors. He claimed we
have not messed with Social Security.
In truth, there are all kinds of smoke,
all kinds of mirrors; and we rob $169
billion from the Social Security Trust
Fund.

And he says, if the Soviets and the
United States can get together, Re-
publicans and Democrats can get to-

gether, as if we only have a political

problem here. We have a national eco-
nomic crisis, for rich, poor, for every-
one. All of America is going to have to
pitch in on this one and sacrifice.

I well remember Jack Kennedy’s
first inaugural, when he sald, “The
new frontier of which I speak is not a
set of promises—it Is a set of chal-
lenges. It sums up not what I intend to
offer the American people, but what I
intend to ask of them.”

Compare Kennedy’s Inaugural Ad-
dress with George Bush’s. Recall Ken-
nedy’s call to “challenges” and “new
frontiers,” then comparee it to the
most memorable line from George
Bush’s inaugural: “we have more will
than wallet.” -

“We have more will than wallet.”
How ironic! In 1990, the United States
stands as the world’s only remaining
superpower. We are the wealthiest
Nation on the face of the Earth, en-
dowed with unparalleled natural re-
sources and the world’s most produc-
tive workers. The U.S. economy is four
times larger than it was at the end of
World War II. Our per capita GNP is
2.3. times larger. And yet, today, our
poor-mouthing President protests that
we have “more will than wallet.” He
should be ashamed of himself.

In the 1930°s America truly had
more will than wallet, but our Presi-
dent, from his wheelchair, put the
U.S. economy back on its feet.

In 1948 America had more will than
wallet, but Harry Truman ignored the
polls and pushed ahead with the Mar-
shall plan for Europe and the Truman
doctrine In Greece and Turkey.

In 1961 America had more will than
wallet, but Kennedy summoned us to a
New Frontier and a race to the Moon.

Throughout our history, we Ameri-
cans have always had more will than
wallet. But we moved forward and ac-
complished great things because of

S 15469

leaders with ambitious, progressive
agendas for the Nation.

But today’s President says we have
more Wwill than wallet. And, by the
way, let us get a 25-percent writeoff if
somebody buys stock, and let us have
tax breaks for oil. We need incentives.
The price of oil is up to $40 a barrel.
We are ready to go to war for oil.

The distinguished Senator from
Nevada put in CAFE standards, and it
was vetoed. That is why we did not get
even the beginning of an energy
policy. The President put troops in the
sands of Saudi Arabia but killed a
CAFE standards bill that would have
saved the equivalent of the production
of Iraq and Kuwait.

" He says we have more will than
wallet, s0 let us just keep spending,
and don’t pay the bills.

Mr. President, look at this reconcili-
ation bill. Like the summit agreement
before it, it is half a haircut. You have
a fellow 100 yards offshore, and you
throw him a 50-yard lifeline and brag
about how you are trying to save the
man. Nonsense.

Nowhere in the media have I seen
reported perhaps the most profound
element of this latest incarnation of
Gramm-Rudman-Hollings. It guts
Gramm-Rudman-Hollings. Heretofore,
Gramm-Rudman-Hollings has been
premised on specific deficit targets
aimed at achieving a balanced budget.
That is now gone. In its place, this bill
talks only about targets for proposed
savings. In other words, in 1991 we
only have to reach the proposed sav-
ings of $40 billion, and no one is sup-
posed to notice or care that the deficit
skyrockets to $253 billion. By 1995, the
last year of the plan, even the wildly
optimistic OMB projection foresees a
$63 billion deficit—even after raiding
the trust funds, factoring in rosy eco-
nomic assumptions, and excluding
S&L bailout costs. A more accurate
deficit projection for 1995 would be
closer to $200 billion. In other words,
the deficit can continue to grow un-
checked In each and every year of this
plan, but as long as we reach our
target for proposed savings, then we
get to claim that we did our job. Per-
haps nothing more -clearly illustrates
the inadequacy and sham of this bill.

There we go again, the same old
smoke and the same old mirrors. The
bills economic assumptions are basical-
1y sound for 1891, but the assumptions
for 1992 through 1995 really put the
rouge on old ‘“Rosy Scenario.” Consid-

‘er 1992, when OMB says we will have

robust GNP growth of 3.8 percent and
interest rates at only 5.7 percent. Or
consider 1995, when OMB promises us
3.5 percent economic growth and 4.2
percent interest rates. These are just
not in the real world.

Meanwhile, a large portion of the
Social Security, Medicare, highway,
and afrport trust funds will all be on
budget for purposes of calculating the
Gramm-Rudman-Hollings deficit. The
surpluses in those funds will be used
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in their entirety to fund the operating
expenses of the Government.

Neatly tucked away in this bill is the
fact that all expenditures for the S&L
ballout will be off budget for purposes
of calculating the Gramm-Rudman-
Hollings deficit. At the same time, the
statutory debt limit is left open-ended
and is extended for a full § years.
When you put these two provisions to-
gether, what you have I8 congressional
authorization of carte blanche for
ballout spending by the Resolution
Trust Corporation. RTC can spend
whatever it needs to cover up its in-
competent handling of the S&L liqui-
dations. Those tens of billions won't
count against the deficit, and they
won't bring about a crisis in terms of
exceeding the statutory debt limit.
The purpose, of course, is to solve
Congress’ and the administration’s po-
litical problems by keeping the S&L
mess out of sight and out of mind.

They say, hard choices. They say,
smoke and mirrors. But there is no
truth to this. More to the point, Mr.
President, this bill eliminates the
function to the Congressional Budget
Office, it eliminates the practical role
of the Budget Committee, and it elimi-
nates Gramm-Rudman-Hollings.

I was bemused at the Budget Com-
mitte markup that every one of my
colleagues on the Republican side sald
that we have to have reform of the
process. The distinguished ranking
member and former chairman, the
Senator from New Mexico, said if he
does not get this process, count him
out.

Mr. President, this reconciliation bill
is especially shameful in that it fails to
address our changing national prior-
ities. During the last year, our Nation
has moved from the cold war to the
trade war. We have a crying need for
new investments in education and in-
frastructure in order to get our coun-
try moving and competitive. This bill
offers a8 martial plan, not the domestic
Marshall plan we desperately require.

1 can tell you that the extremely low
spending celings for domestic discre-
tionary spending are not adequate to
fund even current program Obliga-
tions. Beyond that, the bill assumes
zero new Initiatives by the self-styled
education President, eavironment
President, child care President, and
his like-minded colleagues in Congress.

Mr. President, this reconciliation bill
presents us with a formula for a grid-
lock Congress and a do-nothing Gov-
ernment for the next 5 years. It also
grants three-way veto suthority to a
willful minority in Congress. Take
your pick from the Sununu veto, the
Dole veto, and the Darman veto. The
Sununu White House can exercise the
traditional constitutional veto requir-
ing 67 votes for override. The distin-
guished Republican leader, Senator
Dorr, has his own veto power under
the provision requiring a 60-vote point
of order for any bill exceeding the
spending caps. And Dick Darman has
yet & third veto option by virtue of
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OMB’s authority under the terms of
this package to rule unilaterally on
whether & glven bill violates the
spending caps.

Meanwhile, the Senate Budget Com-
mittee will be reduced to automatic
pilot. It will be stripped of any mean-
ingful role in establishing budget pri-
orities, and will quickly fall into irrele-
vance.

As 1 said, Mr. President, this is a
sure-fire formula for a deadlocked
Congress and a do-nothing Govern-
ment. That may be just fine in the
eyes of the President without an
agenda. But America deserves an
agenda, and a leadership willing to pay
for it.

Hopefully we will get out of this con-
frontation in the Middle East without
further loss of life. I do not think
Kuwait is worth it. Meanwhile, this
bill officially kills any idea of a ‘‘peace
dividend.” Gone are the predictions of
DOD’s budget being pushed down
toward $250 billion over the next sev-
eral years. What's more, the cost of
Desert Shield is not tncluded under
the DOD budget cap—it does not
count against DOD’s $292-plus billion
spending limit. In other words, instead
of a peace dividend to fund urgent do-
mestic priorities, this bill awards the
Pentagon & “war dividend” by exempt-
ing it from significant cuts and giving
DOD carte blanche in the Persian
Gulf.

Returning to the matter of the
triple-veto provision in this bill, I
would note that there have been those
who have been very, very careful to
stick up for the prerogatives of the
congressional branch, to not weaken
its power. They have opposed the line-
item veto. I can tell you right now you
do not have to worry about a line or
an item because the executive branch
now has three vetoes establishing mi-
nority control over this body.

You do not have to worry about No-
vember 6. If you can win the White
House, you control government, and if
you do not win the White House, then
you have nothing.

Meanwhile, CBO can forget about
gtving us budget figures. This bill does
not give CBO anything but the back of
the hand. They say to CBO we do not
want to hear from you. Just look at
the so-called leadership amendment. It
says OMB will be the authority and
whatever OMB says, we will live by.

80, they effectively abolish the Con-
gressional Budget Office. They effec-
tively abolish the Budget Committee.
All we are left with is, as they said yes-
terday, ministerial duties. I never
heard of that particular role.

There was no reason, in my opinion,
for not fully discussing this matter in
committee. Conscientiously I would
want the chairman and ranking
member to discuss all of this with my
Budget Committee members, because
section 308 of the Budget Act envi-
sions just that, that none of these
things would come out that were not
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considered within the Budget Commit-
tee.

Now they are going to fall back on a
technicality and say that the bill came
out of the Budget Committee, but
when the bill was in committee they
said we cannot discuss it because we
could not instruct the authorizers.
They instructed me on Coast Guard,
and instructed me on several other
things as chairman of the Committee
on Commerce, Science, and Transpor-
tation. Why not instruct the budget
process reform to the Budget Commit-

‘tee? You could not discuss it and now

they do not want you to amend it be-
cause they just want opening state-
ments until they get it all greased. As
a result we have done away with the
Budget Committee save for ministerial
duties, as they call it. We will raise a
point of order and then of course fi-
nally we have done away with, I guess,
the Congress itself.

You effectively eliminate CBO,
OMB, and the Budget Committee, and
you Include provisions which say that
“such and such shall be held harmless
for Gramm-Rudman-Hollings.” That
is a rhetorical way of abolishing
Gramm-Rudman-Hollings. 1 know my
distinguished chairman does not like
Gramm-Rudman-Hollings. He does not
like me saying that Gramm-Rudman-
Hollings got them to the summit,
which it did when I raised the point of
order on putting the S&L bailout off
budget.

The premise of Gramm-Rudman-
Hollings was truth in budgeting. Ev-
erybody was supposed to see every-
thing on top of the table, and then we
could all make sound judgments. We
would consider it in the open. We de-
bated taxes in the open, in markups in
the Budget Committee.

But instead they went to the summit
and in secret a1l pledged not to discuss
the deal in public, and I can see why.
As a result, of course, the majority of
Democrats and majority of Republi-
cans turned the summit deal down.

Mr. President, I will vote against the
Senate reconciliation bill. I take no
pride in this negative vote. Quite
frankly, I have been chomping at the
bit to find & budget package that I can
vote for, a budget package that ad-
dresses the magnitude of the problem
and that offers some promise of actu-
ally balancing the budget over a 5-year
period. This bill fails on all counts.

Indeed, this bill is next-of-kin to the
original, discredited summit package,
and it displays all the same warts and
deformities of the earlier version. It
continues to ransack the Social Securi-
ty trust fund. It puts spending for the
S&L ballout off budget—out of sight
and out of mind. It leaves defense
spending virtually untouched and sac-
rosanct, while hog-tying domestic dis-
cretionary spending in a 3-year-strait-
jacket, meaning that we can forget
about any new initiatives to improve
education, to rebuild infrastructure, to
boost competitiveness. This package is
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all pain and no gain. It raises the debt
limit by $1.9 billicn, which gives us a
good idea of the magnitude of addi-
tional deficit spending which is expect-
ed over the next 5 years. And it will
still leave us with a whopping deficit
in 1995. So what is the purpose of this
exercise?

Mr. President, Senators are well
aware of my efforts in recent weeks to
advance my own budget freeze plan
designed to accomplish the consensus
objective of saving $50 billion in 1991
and $500 billion over 5 years. More im-
portantly, for years now I have urged
freeze plans snd a value-added tax
which would go well beyond that limit-
ed objective by actually baiancing the
budget over the same timeframe. So I
have sought to be constructive, but I
refuse to capitulate on my fundamen-
tal insistence that we produce a defi-
cit-reduction package that is real, and
that will get the job done. At this
point, I believe I can best serve the
Senate by sticking to my guns. The in-
adequacy of this package will be abun-
dantly manifest within a matter of
months. Deficit forecasts will skyrock-
et. Our foreign creditors, looking
inward in the case of the Japanese and
looking eastward in the case of the Eu-
Topeans, will refuse to continue financ-
ing our run-away deficits. At that
point, Congress and the President will
at long last be ready for a budget
freeze and a value-added tax which, to-
gether, will move this country toward
& balanced budget in short order. I am
prepared to lead that efforts, to pay
whatever political cost is involved in
selling and sdministering that bitter
medicine. But I cannot support the
present, entirely inadequate measure.

I yield the floor.
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Mr. BENTSEN. Mr. President, I will
not ask to waive the point of order, be-
cause I understand the legitimacy of a
procedural point. But I shall advise
the Senate I will rise again on that
particular issue, insofar as the formula
is restructured next year, and will
strongly support the idea that the
donor States get a better deal.

Mr. President, what we are doing
here today is dealing with a decade of
indulgence by this country of ours; a
decade of writing $150 billion worth of
hot checks; regrettably the American
people do not understand nor have
they been advised of the depth of the
problem. It has taken us months to
come to this point. One of the reasons
it has taken us so long is that we are
living under the fllusion that we can
spend on and on and on, without ever
having to pay for it.

That is no longer the case. It is im-
portant that the Congress and this ad-
ministration help the American people
to understand the economic problems
we face and what these deficits mean
for the future of this country. Within
the last 3 years, we went from the
greatest creditor Nation in the world
to the biggest debtor Nation in the
world.

The spending cuts and revenue pack-
age we have brought out of the Fi-
nance Committee is a bipartisan meas-
ure.

It is not the proposal the Senator
from Texas would have written or the
proposal the minority leader from
Kansas would have written or the pro-
posal the majority leader from Maine
would have written, or my distin-
guished friend, the ranking minority
member from Oregon would have writ-
ten. It is a compromise. As my col-
leagues may recall, I walked out on
the rose garden ceremony last year be-
cause I said the budget proposal craft-
ed by the White House and the Con-
gress was smoke and mirrors—too
much creative accounting. And I was
proven right. That is one of the rea-
sons we are here, because we did not
address the problem earlier. This
package before us today has some very
politically unpopular ‘things in ft. It
calls for sacrifice. It is & credible cut in
the deficit. The deficit will be reduced
by $40 billion In the first year and
$500 billion over the next 5 years. The
question is, Will we in the Congress
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continue posturing and arguing, fight-
ing for partisan advantage, or bring
this deficit reduction effort to a con-
clusion? The American people are
rightfully fed up with .the arguing.
They want the President to be part of
this process and they want him to
show the leadership that has to be
shown in this situation, they do not
want to see him walk away from it
saying, “You in the Congress settle
this.” Ours is & balanced Government
of three branches. One cannot not
imagine & Governor not participating
in the budget decision in his own
State. So it is with the President. We
ask for his participation.

We brought a package out of the
summit. The Finance Committee reve-
nue and spending cuts proposals
before you today are & much better,
progressive set of proposals. If you
look at the table of distribution, where
in the summit there was a 7-percent
tax increase for the poorest among us,
in today's proposal they have been
held harmless. The people who pay
the most are those who make the
highest incomes. This package came
out of the committee by a vote of 15 to
5, & majority of Democrats and Repub-
licans supporting this legislation. That
is what I mean by compromise.

But let me say there is one thing I
will not compromise on, and that is
trying to see that the burden of cut-
ting this deficit {8 equitably shared
across all economic levels, and I am
talking particularly about that six-
tenths of 1 percent of the people at
the top. They must bear their falr
share, The interesting thing is that I
think the vast majority of them
expect and want to bear an equitable
share of responsibility for reducing
the deficit.

One of the things we have to think
about as we are completing this
budget process is that we must not
lose sight of the bottom line: What
could happen to this country and its
economy and its credit ratings if we
fail to enact a serious deficit reduction
plan. West Germany does not have to
buy our securities as they have over
the last decade. They have East QGer-
many to be concerned about now and
Eastern Europe. Japan's stock market
has been in a free fall, the country has
taken a tremendous loss—they have
problems in their banks, add overin-
flated real estate. We understand that.
The Japanese do not have to buy our
securities. You let this dollar continue
falling as it has over the last 6 months
and it will add to inflation concerns in
this country and increase interest
rates. We must show to the rest of the
world that we are in charge of our eco-
nomic destiny.

We cannot afford to see another
Government shutdown, further re-
criminations, further loss in our capao-
ity to govern. If we fail to act and have
& sequester, giving us problems in the
operation of the Federal Government,
then we can expect further selloffs in
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the stock market and further escala-
tion of interest rates.

Mr. President, the budget summit
negotiations were marked by partisan
differences, differing views about how
the American people should share the
burden of deficit reduction, and 1
expect that some of those differences
are going to be referred in amend-
ments on this floor from Members on
both sides of the aisle. But in the final
analysis, when we vote on this bill, we
can and we should put aside those par-
tisan differences and so what is right
for the country and put the country
first, ahead of partisan differences. It
s critically important for the Senate
to lead. I believe the Senate will live
up to that responsibility, move this
legislation forward, and pass & recon-
ciliation bill to be signed and that will
be signed by the President.

In the Finance Committee title of
the reconciliation bill, the contribu-
tion from the highest income taxpay-
ers in the country is substantially
greater than was contemplated in the
budget summit agreement. We have
doubled the share of the tax burden
on those making over $200,000 a year
and we reduced the burden on the ma-
jority—average Americans, middle-
income Americans—as we should have.
Over the last decade middle America
increased its earnings only 3 percent
after taxes, yet the rich increased
theirs by some 87 percent. They can
afford to help share in cutting this
deficit.

We were able to make some changes
in the summit package by increasing
the share of the deficit reduction
borne by those with the highest in-
comes. We were able to reduce the hit
on elderly and disabled Medicare bene-
ficiaries by $10 billion. Where the
summit agreement had them paying a
30-percent premium on part B of Med-
icare, this package cuts it back and
continues the current policy under
which they pay 25 percent.

I am especially pleased to note that
the Finance Committee package In-
cludes some wery important—albeit
modest—spending initiatives to protect
low-income elderly and disabled bene-
ficiaries from the additional costs asso-
ciated with high premiums, deducta-
bles, and as payments for Medicare

services.

In addition, we expanded Medicaid
coverage for low-income children—a
national priority when are infant mor-
tality rate is alarmingly high and 12
million American children lack health
insurance coverage.

Originally, I had proposed & $20 bil-
lion reduction in the Medicare savings,
but we had to compromise, and $10 bifl-
lion was the best we could do. We
eliminated the 2-cent tax per gallon on
refined petroleum products, including
the tax on home heating ofl that was
80 controversial in the Northeast. We
cut the size of the gasoline tax by over
20 percent. We deleted a provision
that would have delayed for 2 more
weeks the unemployment checks for ¢
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the unemployed. And, finaily, the Fi-
nance Committee deleted the ill-con-
ceived, so-called small business incen-
tives from the summit agreement. I
heard Republicans and Democrats
alike criticizing that one. The Finance
Committee replaced these with some
important initiatives that Members
are familiar with and that have broad
bipartisan support. These include the
extenders—the mortgage revenue
bond program, the 25-percent deduc-
tion for health insurance premiums by
the self-employed, and the targeted
Jobs tax credit, as well as the low-
income housing credit and the re-
search and experimentation credit. All
these are included in this package.

These are some Significant improve-
ments, Mr. President. This is a pack-
age that I think both Democratic and
Republican Senators can support. The
package has the support of 15 mem-
bers of the Finance Committee, Demo-
crats and Republicans. I strongly urge
my colleagues to support this piece of
legislation so it receives the same kind
of strong bipartisan support from the
Senate that it received in the Finance
Committee.

Mr. President, I yield back the re-
mainder of my time.
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AMENDMENT NO. 3013

(Purpose: To provide alternative revenue

provisions)

Mr. CONRAD. Mr, President, I send
an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER., The
clerk will report.

The bill clerk read as follows:

The Senator from North Dakota [Mr.
Conrap), for himself and Mr. Baucus, pro-
poses an amendment numbered 3013.

Strike all after the section designated as
the language to be stricken and insert the
following:

ELIMINATION OF PROVISION REDUCING MARGIN-
AL TAX RATE FOR HIGH-INCOME TAX.
PAYERS.

(a) GENERAL RuLE.—Section 1 (relating to
tax imposed) is amended by striking subsec-
tions (a) through (e) and inserting the fol-
lowing:

“(a) MARRIED INDIVIDUALS FILING JOINT
RETURNS AND SURIVING SpPoUses.—There 18
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 (as defined in
section 2(a)), a tax determined in accord-
ance with the following table:

“If taxable income is: The tax is.

Not over $32,450............... 15% of taxable income.

Over $32.450 but not $4.867.50, plus 28% of

over $78,400. the excess over

$32,450,

Over $78.400..............cc......  $17,733.50, plus 33% of
the excess over
$78,400.

“(b) HEeaps or HousenoLps.—There is
hereby imposed on the taxable income of
every head of a household (as defined in
section 2(b)) a tax determined in accordance
with the following table:

“If taxable income 8. The tax s

Not over $26,050.............. 15% of taxable income.

Over $26.050 but not $3,907.50, plus 28% of

over $67,200. the excess over

$26.050,

Over $687,200......ccccrucureenee $15.429.50, plus 33% of
the excess over
$617,200.

*“(C) UNMARRIED INDIVIDUALS (OTHER THAN
SurvivING Srouses AND Hreaps or Hovuse-
HoLps).—There is hereby imposed on the
taxable income of every individual (other
than a surviving spouse as defined in section
2(a) or the head of a household as defined
in section 2(b)) who is not a married individ-
ual (as defined in section 7703) a tax deter-
mibr;ed in accordance with the following
table;

“If taxable income is:
Not over $19.450...............

The tax is:
15% of taxable income,

Over $19.450 but not $2,917.50, plus 28% of
over $47,400. the excess over
$19.450,
Over $47,050............ec.00re. - $10,845.50, plus 33% of
the excess over
$47.050.

“(d) MARRIED INDIVIDUALS FILING SEPARATE
ReTURNS.—There is hereby imposed on the
taxable income of every married individual
(as defined in section 7703) who does not
make a single return jointly with his spouse
under section 6013, a tax determined in ac-
cordance with the following table;

“If taxable income is: The tax is:

Not over $16.225.... ... 15% of taxable income.

Over $18.225 bu ot $2.433.75, plus 28% of

over $39.200. the excess over
$16.225.
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- “If taxable income is: The tax is:
Over $39,200.c.c.ceenerenns $8,866.75, plus 83% of
the excess over
839,200

“(e) ESTATES AND TRUsTS.—There is hereby
imposed on the taxable income of—

“(1) every estate, and

“(2) every trust,
taxable under this subsection a tax deter-

mined in accordance with the following
table:

“If taxable income is: The tax is:
Not over $5,450... 16% of taxable income.
Over $5,450 but not over $817.50, plus 28% of the

$14,150. excess over $5,450,
Over $14,150.......cccun.ecen. $3,253.50, plus 33% of
the excess over
$14,150.”

(b) REPEAL OF PHASEOUT.—

(1) In GENERAL.—Section 1 is amended by
striking subsection (g) (relating to phaseout
of 15-percent rate and personal exemp-
tions).

(2) CONPORMING AMENDMENT.—Subpara-
graph (A) of section 1(fX6) (relating to ad-
justments for inflation) is amended by strik-
ing “subsection (g)(4),”.

(c) 28 PERCENT MAXIMUM CAPITAL GAINS

RaTED.—8ubsection (j) of section 1 (relating
to maximum capital gains rate) is amended
to read as follows:

“(§) MAXIMUM CAPTIAL GAINS RATE.—

“(1) I GENERAL.—If & 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 this subsection had
not been enacted on the greater of—

“(i) taxable income reduced by the
amount of the net capital gain, or

“(11) the amount of taxable income taxed
at a rate below 28 percent, plus

“(B) a tax of 28 percent of the amount of
taxable income in excess of the amount de-
termined under paragraph (1).

*(2) COORDINATION WITH SECTION 1303 DE-
DUCTION.—For purposes of paragraph (1),
the amount of the net capital gain shall be
reduced by the sum of—

“(A) the amount allowable as 8 deduction
under section 1202(aX 1), plus

“(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) TECHNICAL AMENDMENTS.~—

(1XA) Subsection (1) of section 1 is amend-
ed—

(1) by striking 1988’ in paragraph (1) and
inserting “1990", and

(11) by striking “1887" in paragraph (3XB)
and inserting 1989"

(B) Subparagraph (B) of section 32(i)1) is
amended by striking “1987” and inserting
*1989. (C) Subparagraph (C) of section
41(eX5) is amended—

(1) by inserting ‘*, by substituting ‘calendar
year 1987 for ‘calendar year 1989’ in sub-
paragraph (B) thereof” before the period at
the end of clause (1),

(1) by striking “1887" in clause ({i) and in-
serting “1989”, and

(iii) by adding at the end of clause (1) the
following new sentence: “Such substitution
shall be in lieu of the substitution under
Clause (1).”.

(D) Subparagraph (B) of section 63(cX4)
is amended by inserting “, by substituting
‘calendar year 1987 for ‘calendar year 1989’
in subparagraph (B) thereof” before the
period at the end.

(E) Clause (i) of section 135(bX2)XB) is
amended by striking “, determined by sub-
stituting ‘calendar year 1989’ for ‘calendar
year 1887’ in subparagraph (B) thereof”.
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(F) Subparagraph (B) of section 151(dX3)
is amended by striking “1987" and inserting
“1989".

-(G) Clause (i) of section 135(h)2XO) s
amended by inserting *, by substituting ‘cal-
endar year 1887 for ‘calendar year 1889’ in
subparagraph (B) thereof” before the
period at the end.

(2) Section 1 is amended by striking sub-
section (h) and redesignating subsections ()
and (J) as subsections (g) and (h), respective-
ly.

(3) Subsection (j) of section 59 is amend-

(A) by striking “section 1(1)” each place it
appears and inserting “section 1(g)”, and

(B) by striking “section 1(iX3XB)” in
paragraph (2XC) and inserting *section
13INB)”,

(4) Paragraph (4) of section 691(c) is
amended by striking “1(§)” and inserting
“1(h)”.

(5XA) Clause (i) of section 804(bX3XD) is
amended by striking ““subsection (§)” and in.
serting “subsection (h)".

(B) Subclause (00) of section
904(b)(3XEX(ii) s amended by striking “sec-
tion 1()” and inserting “section 1(h)".

(8) Clause (iv) of section 6103(eX1XA) is
amended by striking “section 1())” and in-
serting “section 1(g)".

(TX(A) Subparagraph (A) of section
7518(gX6) is amended by striking “1(§)” and
inserting “1(h)".

(B) Subparagraph (A) of section 807(h)6)
of the Merchant Marine Act, 1936 is amend-
ed by striking “1(j)” and inserting “1(h)".

(e) ErrEcTive DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1990.
SEC. 7481A. INCREASE IN RATE OF INDIVIDUAL AL-

TERNATIVE MINIMUM TAX.

(a) GENERAL RULE.—Subparagraph (A) of
section 55(b)(1) (relating to tentative mini-
mum tax) {8 amended by striking ‘21 per-
cent'” and inserting “25 percent”.

(b) ErrectivEk DATE.~—~The amendment
made by subsection (a) shall apply to tax-
able years beginning after December 31,
1990.

SEC. 7461B. SURTAX ON INDIVIDUALS WITH IN-
COMES OVER $1,000,000,

(a) GeNEraL RuULE—Subchapter A of
chapter 1 (relating to determination of tax
liability) is amended by adding at the end
thereof the following new part:

“PART VIII—-SURTAX ON INDIVIDUALS
WITH INCOMES OVER $1,000,000

“Sec. 59B. Surtax on section 1 tax.
“Sec. 59C. Surtax on minimum tax.
“Sec. 59D. Special rules.

“S8EC. 59B. SURTAX ON SECTION 1 TAX.

“In the case of an individual who has tax-
able income for the taxable year in excess of
$1,000,000, the amount of the tax imposed
under section 1 for such taxable year shall
be increased by 10 percent of the amount
which bears the same ratio to the tax im-
posed under section 1 (determined without
regard 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.

“S8EC. 59C. BURTAX 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.
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“8EC. 0D. SPECIAL RULES.

“(a) SurTax TO ArrLY TO ESTATES AND
‘TruUsTs.—For purposes of this part, the term
‘individual’ includes any estate or trust tax-
able under section 1.

‘(D) TREATMENT OF MARRIED INDIVIDUALS
FILING SEPARATE RETURNS.—In the case of &
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'.

“¢c) COORDINATION WrITH OTHER PRroOVI-
s1on8.—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) CiEricar AMENDMENT.—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."

(C) ErrecTive DATE.—~The amendments
made by this section shall apply to taxable
years beginning after December 31, 1880.

S8EC. 7461C. 5-CENT INCREASE IN MOTOR FUEL
TAXES.

Notwithstanding any provision of, or
amendment made by, section 7405 of this
Act (relating to increase and extension of
highway-related taxes and trust fund) or
any provision of the Internal Revenue Code
of 1886, the following tax rates shall be ef-
fective for any period beginning on or after
January 1, 1881:

(1) Tax oN GasoLINE.—The Highway Trust
Pund financing rate and the deficit reduc-
tion rate under section 4081(a)(2)(B) shall
be 11.5 cents a galion and 2.5 cents a gallon
(3 cents a gallon in the case of gasohol con-
taining ethanol), respectively. .

(2) Tax own pieseL rurr.—The Highway
Trust Pund financing rate and the diesel
fuel deficit reduction rate under section
4091(b) shall be 17.5 cents a gallon and 2.5
cents a gallon (3 cents a gallon in the case of
any mixture of diesel if at least 10 percent
of such mixture Is ethanol), respectively.

(3) TAX ON FUXL USED IN YRAINS.—The rate
of tax on fuel used in trains under sections
4041(aX3) and 4093(c) shall be 2.5 cents per
gallon.

BEC. 7461D. PART B DEDUCTIBLE.

Section 1833(b) of the Social Security Act
(42 U.8.C. 13851), as amended by eection
6162, is further amended by striking "for
calendar years before 1991 and after 1995,
and $150 for years after 1980 and before
1896” and inserting “for calendar years
before 1981 and $100 for 1961 and subse-
quent years”,

SEC. 481K AGRICULTURAL SUPPORT PROGRAMS.

Notwithstanding any provision of, or
amendment made by, this Act—

(1) the base reduction peroentage for the
1991 crops of wheat, feed grains, upland
cotton, and rice under section 1101(c) of this
Act shall be 5 percent; and the base reduc-
tion percentage for the 1992 through 1985
crops of wheat, feed grains, upland cotton,
and rice under section 1101(c) of this Act
shall be 7.5 percent.

(2) in calculating deficiency payments for
each of the 1981 through 1995 crops of
wheat, feed grains, and rice under section
1102(a) of this Act, the payment rate for a
crop shall be the amount by which the es-
tablished price for the crop exceeds the
higher of—

(A) the national weighted average market
price received by producers during the first
8 months of the marketing year for the
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crop, as determined by the Secretary of Ag-
riculture; or

(B) the loan level determined for the crop;
and

(3) the amount of the dairy assessment
provided for n section 1105(b) of this Act
shall be $0.05 per hundredweight during the
period beginning January 1, 1981, and
ending August 31, 1995.

Notwithstanding any other provision of
this Act the provision of section 7461 as re-
ported will be effective.

October 17, 1990
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Mr. BAUCUS. Mr. President, I am
pleased to join my colleague from
North Dakota in supporting this very
important amendment. I think it es-
sentially goes to the heart of most of
the objections that various Senators—
1 think various Members of the
House—have had as they have been
watching the reconciliation, particu-
1arly the deficit reduction parts of rec-
onciliation, move through the Con-

gress.

Simply put, the goal of this amend-
ment s to equitably distribute the
burden of deficit reduction.

The amendment increases taxes on
the wealthiest Americans and uses the
additional revenue to lessen the cuts
applied to the farm program and Med-
fcare. The améndment also lowers the
gasoline tax reported by the Finance
Committee by 45 percent.

Make no mistake about it. This
amendment shares the pain. The farm
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program would still be cut by approxi-
mately $6.6 billion.

Medicare would still be cut by $47.5
billion; $13.75 billion of those cuts
would be made up by beneficiaries.
And Americans would still be forced to
pay $24.5 billion in gasoline taxes.
There is still a burden to be borne.

But this amendment would improve
the deficit reduction legislation before
us in four important ways. First, the
draconian cuts in the farm program
would be decreased. Second, Medicare
cuts that will place a tremendous
burden on America's elderly are de-
creased. Third, the highly regressive
gasoline tax is cut. And, finally, the
amendment distributes the tax burden
far more progressively than the bill
before us.

Let me explain these points in great-
er detail.

FARM PROGRAM CUTS

There is an unfortunate myth that
farm program benefits go exclusively
to millionaire farmers. Nothing could
be further from the truth. The aver-
age farmer in America makes about
$16,000 per year. Far from being a mil-
lionaire, he is struggling to support his
family on an income only a few thou-
sand dollars above the poverty level.

Net farm income in the decade of
the 1980’s has been lower than farm
income in any decade since we began
keeping records, and that includes the
1930's. A portion of those farmers’
income is derived from Federal farm
program benefits, that is true. But
these benefits have been slashed from
more than $24 billion a few years ago
to $10.6 billion this year—a 55-percent
cut. The farm program has been the
fastest shrinking item in the Federal
budget in recent years.

The Congressional Budget Office—
the same agency that completed all of
the estimates on which the legislation
before us Is based—recently estimated
that if farm program spending Is
merely frozen for the next 5 years,
500,000 farmers will Je driven off the
land. That is the bipartisan CBO esti-
mate.

In other words, one in every four
farmers will go out of business simply
{f farm program spendings is frozen
over the next 5 years.

But the legislation now before the
Senate goes beyond even a freeze. It
cuts $13.6 billion from the farm pro-
gram over 5 years,

CBO has not been able to redo their
estimates in light of these cuts. But
the CBO models indicate that the cuts
in this bill could easily force one out
of three or even one out of every two
farmers out of business, off the land.
belly up.

Such an exodus would be unprece-
dented and would create dozens of new
ghost towns in Montana, North
Dakota, South Dakota, Nebraska, and
farm States.

But this amendment does not even
seek to replace all of the farm pro-
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gram cuts. It merely decreases those
cuts by about 50 percent.

Farmers will still bear more than
their fair share of cuts. But perhaps
we will be able to keep a few more
farmers on the land, if this amend-
ment is agreed to.

MEDICARE CUTS

8enior citizens would also be hit
hard by this package.

The proposal we are debating today,
which I opposed in the Finance Com-
mittee, doubles the Medicare Part B
deductible.

Under that proposal, the deductible
increases from $75 to $150. That
means that seniors who go to the
doctor would have to pay twice as
much, before Medicare begins to cover
those doctor bills.

I cannot support asking our Nation’s
seniors to pay out-of-pocket increases
of that magnitude in the name of defi-
cit reduction.

There is no question that Medicare
is one of the fastest-growing items in
the Federal budget and I am as con-
cerned about that as any Member of
this body.

We are not solving that problem by
asking seniors to pay an additional ex-
pense.

It is true that many seniors have
Medigap insurance which will protect
them from feeling the full effect of
the deductible increase.

But many seniors—especially low-
income seniors—do not have Medigap
policies and they will be hurt by the
increase.

And those who do have Medigap will
have to pay yet another rate increase,
reflecting the higher amount that
Medicare will not pay.

Mr. President, the amendment that
Senator Cormrap and I are offering
today reduces the deductible increase
to $100. It does not completely elimi-
nate the deductible increase, but it
cuts the increase in half.

The cost of lowering the deductible
Increase to 6100 is about $4 billion
over 5 years. That is $4 billion that
would remain in the pockets of our
Nation's seniors.

Again, our amendment will not hold
seniors harmiess. But it will protect
them from devastating out-of-pocket
increaces.

THE GASOLINE TAX

The amendment also lowers the gaso-
line tax reported by the Finance Com-
mittee.

A higher gasoline tax increase than
that proposed in this amendment
would be unfair to lower income tax-
payers and rural States.

A gasoline tax is highly regressive; it
falls more heavily on lower income
families than on higher income fami-
lies.

U.S. Department of Labor statistics
show that families living on $10,000 a
year spend twice as large of their
income on gasoline as families living
on $50.000 or more a year.
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An increase in the gasoline tax also
treats different areas of the country
differently.

A study by Auburn University shows
that & gasoline tax increase would hit
rural States especially hard.

That is not surprising because many
rural residents have little or no access
to mass transportation.

For example, a household in Mon-
tana on average consumes 19 more gal-
lons of gasoline & year and drives
about 1,060 more miles than the na-
tional average.

Rural America is certainly willing to
pay for its share of deficit reduction.

But the farm program cuts, the
Medicare cuts, and the gasoline tax
would be a devastating triple blow to
rural States like mine.

TAX THE RICH

Certainly, reducing the Federal defi-
cit is an important national goal that
would benefit all Americans.

But the current debate about distrib-
uting the deficit reduction burden
comes after a decade in which an oft-
quoted saying has come true: the rich
have gotten richer and the poor
poorer, and tax policy was part of the
reason.

This amendment seeks to .pay for
the cuts I have described by raising
taxes on the rich.

Specifically, the amendment pro-
vides for increasing the top marginal
tax rate on upper income Americans
to 33 percent and imposing a new 10
percent surtax on those with incomes
over $1 million.

These changes will eliminate some
of the inequity in the current Tax
Code.

According to the Congressional
Budget Office the top 5 percent of
American families will have 45 percent
more in pretax income in 1990 than
they did in 1980 after accounting for
inflation.

But the overall percentage of that
income they pay in Federal taxes will
have fallen from 29.5 percent to 26.7
percent, a drop of almost 10 percent.
That is, their incomes are up, but
their taxes are down. That is the top
most wealthy Americans.

Precisely the opposite trend oc-
curred on the bottom of the income
ladder.

The budget office estimates that the
poorest 10 percent of American house-
holds will earn 9 percent less in 1990
than they did in 1980.

But rather than paying 6.7 percent
of their income in taxes as they did in
1980, they will pay 8.5 percent, an in-
crease of almost 28 percent.

Correspondingly, during the 1980’s,
upper-income households had their
income tax rates cut, from 70 percent
in 1980 to 28 percent today.

Meanwhile the poorest households
saw their payroll taxes for Social Se-
curity and Medicare rise from 6.13 per-
cent in 1980 to 7.85 percent in 19990,

Keep in mind, the payroli tax
burden is an important factor in deter-
mining the fairness of our tax system.
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The $51,300 cap on wages.and sala-
ries subject to the payroll tax covers
all of a median family's income—but
less than one-fourth of the total
income of & typical family in the top
five percent who earn in excess of
$200,000.

As 8 result, for a two-parent family
earning the national median income,
the full burden of social security taxes
exceeds that of the income tax.

These statistics paint a disturbing
picture.

The Nation's tax bill {s being paid
disproportionately by the poor and
middle class. The rich are paying a
steadily smaller portion of the bill.

If we are going to raise taxes to ad-
dress the deficit, the rich should pay
their share.

The basic principle of deficit reduc-
tion should be: those that can pay
more should pay more.

CONCLUSION

In sum, this amendment shifts the
deficit reduction burden from farmers,
rural Americans, and the elderly to
upper income Americans who can
afford to pay a little more than they
have in the past decade.

The budget reconciliation legislation
now before the Senate attempts to bal-
ance the budget largely on the back of
farmers, rural Americans, and senior
citizens.

That approach will not work.

All Americans must pay their fair
share if we are to produce a package
all sides can support.

Under this amendment, all Ameri-
cans will bear their fair share.

Farm program benefits will be cut.

Medicare benefits will be cut.

The gasoline tax will be raised.

But taxes are also increased on the
most wealthy.

This amendment would make the
budget package much fairer to rural
States, much fairer to farmers, and
much fairer to senior citizens.

Utimately, this amendment is much
fairer to all Americans.

Mr. President, I yield the fioor.

Mr. BOSCHWITZ. Mr. President, 1
say first to my friend, the distin-
guished senior Senator from Tennes-
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see, it is not clear to me how I am
going to vote on this amendment, but
I want to talk about tax fairness. We
on this side. are not going to see to it
that this amendment is voted down so
we can just be the subject of more po-
litical abuse.

I am not sure yet how I am going to
vote, but I want to talk about tax fair-
ness, Mr. President. I want to talk
about whether or not it has become
worse or whether or not it has become
better, whether or not the rich are
paying, or whether or not they are es-
caping taxation because I think that
those who say the rich are escaping
income taxation are doing a disservice
to our whole income tax system and
destroying the faith of the American
people in the income tax system. I do
not think that is a very honest thing
to do, and I do not think it is a very ac-
curate thing to do, as well.

Frankly, some of those I now hear
speaking about the fact that it is not
fair voted for it. Those of us on our
side who hear this recognize that, as a
practical matter, the tax system would
not have been changed unless votes
came from both sides of the alisle.
Quite obviously, the tax program of
the United States could not have been
changed unless there were more
Democratic votes for it over in the
House because they controlled over
there for about 40 years in an uninter-
rupted manner.

But let me talk, if I may, about taxes
and who is paying them. First, income
taxes in the United States constitute
about 45 percent of all taxes that the
Federal Government collects. About
45 cents of every dollar that the Gov-
ernment collects is collected from the
income tax. About 35 percent is col-
lected from Social Security insurance
including both HI and Social Security
and other trust funds and the balance
of it is corporate tax, about 10 percent,
and then other taxes about 8 percent.
It should add up to about 100 percent.

But nevertheless, in taxes, 45 cents
of every dollar that the Federal Gov-
ernment receives comes from income
taxes. There are about 110 million
income tax returns filed every year.
The top 5 percent of those, the people
with the highest income, pay 46 per-
cent of all the income taxes paid. So is
it fair or unfair that the top 5 percent
of the income taxpayers pay, to be
quite exact, Mr. President, 45.9 per-
cent of all income taxes paid. These
are 1988 figures, the last time we have
complete figures.

It is interesting to note that in 1879
the top 5 percent paid only 37.6 per-
cent of all income taxes. So that
income taxes have become more pro-
gressive in the 1980’s. The people with
the highest incomes are paying a
larger proportion of the income taxes
paid in the United States.

How about the top 10 percent? The
top 10 percent of all taxpayers—and
the top 10 percent by income—pay 57
percent of all income taxes paid, and
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that too has gone up in this decade
and has gone up materially.

What about the lowest 50 percent,
the 55 million tax returns that show
the lowest income. They pay less than
5 percent of all the income taxes that
are paid in the United States, even
though they have considerably more
than 5 percent—15 percent or so—of
the total income.

The tax system of the United States
is fair, and it has been made fairer in
recent years. Yes, we lowered the tax
rates but we took away all the loop-
holes. When is the last time you saw
an article in the paper that said some-
body with a high income escaped tax-
ation altogether? You have not. There
has not been such an article since the
1986 tax bill because we got them all.

Now, if somebody invested entirely
in municipal bends, perhaps they still
can avoid Federal income taxes, but
that would be a very unusual investor.
The truth is that the income tax
system of the United States is fair,
and we have made it fairer.

Mr. President, I went into business
in 1963. The top rate of income tax
then was 91 percent, and I was not in
the top bracket by any means so it did
not matter so much to me, but the top
bracket was confiscatory. And on top
of the 91 percent came the State
taxes. So that there really was not
much left. Then President Kennedy
introduced legislation that brought
tax rates from 91 percent on earned
income down to 50 percent and on un-
earned income it was at 70 percent.
Then President Reagan brought it
down still further to 28 percent as the
top rate of tax.

Some people say that it should be
higher. I can only tell you, Mr. Presi-
dent, that after all the so-called loop-
holes were taken away, after all the in-
centives or whatever else they were
called that led to a good deal of tax
avoidance were all taken away, the
rich are, indeed, paying more taxes
than they ever paid before. And that
is the way it is supposed to be. They
are paying a larger percentage of the
total tax pie than they have ever paid
before because the rates are lower and
you cannot fool around with all these
tax avoidance schemes. There is not
much use going down to the lawyer's
office and spending a bundle trying to
figure out how to avoid the income tax
because you are not going to be very
successful. Indeed, people are now
paying more taxes than they have in
the other years.

So those who say that the income
tax system in this country is unfair
are wrong. Those who say that they
now have to enter a new element of
greater fairness into it I think are just
making political speeches—some,
indeed, involving considerable dema-
goguery. The tax system of the United
States is by and large fair. The income
tax system of the United States Is fair.
People who have higher income are
paying a larger and larger percentage
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of the tax, and that is the way it
should be.

So, Mr. President, I will perhaps put
some of this material into the RECORD
at some future date, but I wanted to
speak out because many people appar-
ently are noticing in the few weeks
ahead there is something called an
election and they certainly are making
speeches that would have a bearing on
that. So my speech Is that the income
tax system of the United States Is fair
and it has gotten fairer.

I yield the floor.
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Mr. EXON. Mr. President, I yield
myself what time is necessary from
the amendment.

Mr. President, I have been listening
with great interest to my friend and
colleague from my neighboring State
of Colorado. We have worked, labored
on the Budget Committee for many,
many years together. I want to gener-
ally associate myself with the remarks
that he just made. I do not agree in
total concept with everything the Sen-
ator from Colorado has said. I am not
going to start fixing blame for the crit-
ical mess we are in right now.

I am going to be very brief in my re-
marks, Mr. President, and try to set
some kind of pattern here. Let us stop
talking and start voting, because we
are in a totally critical, crisis situation
with the Government scheduled to
close down the day after tomorrow
and we do not yet even have a bill with
which to go into a conference with the
House of Representatives, I think
wasting a lot of time on debate that is
not going to change any votes is not
too fruitful a way to move ahead and
at least try to get something worked
out.

One of the things my friend from
Colorado said 1 want to correct him
on, and I think he would agree with
me. He just sent an article to the desk
that sald the budget deficit was $300
billion. That is an error. That is what
we keep hearing.

The GAO just gave a report, re-
quested by the Senator from Idaho,
who I see on gave floor, and myself,
which said the real deficit today is
$370 billion. The difference of course
is the amount of money that is contin-
ually used to offset the true deficit be-
cause we have been borrowing from
the Soclal Security Trust Fund. So
that makes the situation even worse.

I pointed out in a talk a week ago
that even if the President’s summit
package had been enacted, the nation-
al debt would have gone on up in the
next 4 or 5 years from its present lofty
l;eights of $3 trillion to over $5 tril-
lion.

I think the worst mistake we are
making here in toto is the American
people are being led to believe that
had the budget summit agreement the
President endorsed come over here
and had it passed with all that pain
and suffering and increased taxes,
that would have once and for ali told
the American public that we have
done something and we have solved
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the budget deficit. Hogwash. It would
not do that, for the many reasons my
articulate friend and colleague from
Colorado just enunciated.

Possibly out of all this might come
sense. I do not know what is going to
happen but I suspect sooner or later,
Sometime this week, we are going to
come to some kind of a budget agree:
ment that in all probability will be
vetoed by the President of the United
States. Then we will be back in the
soup once again.

The only good news I can sce about
that, Mr. President, is that at that
time maybe a proposal that the Sena-
tor from Colorado had referenced—
and that is a freeze that this Senator
and a few others have been advocating
for 7 of the last 8 years on the floor of
the U.S. Senate—maybe we can come
back with something like that.

I caution against continuing to fool
the American people every 5 years
that we fashion a new 5-year program
to balance the budget at the end of
the 5 years and in almost every in-
stance those of us who have some ru-
dimentary understanding of the
budget know there is no possible way
that that could prevail. So, regardless
of what we work out here it should be
clearly understood across America
that while whatever action we take
might be a step in the right direction,
it does not solve the problem, as the
Senator from Colorado said so very,
very well.

One of the things we might have to
come back to is reality. The reality of
the situation is that there is no way
we can balance the Federal budget of
the United States and stop the sky-
rocketing increase in the national debt
in 5 years.

Mr. President, it cannot be done. It
tock us a lot longer than 5 years to get
into this mess. It is going to take us
more than 5 years to get out of it, and
only if we are wise enough to plan
ahead, in some way to not break the
country and throw this country into a
recession by unwise and inappropriate
action.

1 suggest maybe when we come back
to that train wreck that is likely to
happen this weekend, maybe at that
time a little reason will prevail, we wiil
come up with a plan that will freeze
spending; come up with a plan that
will force, over a series of years
beyond the 5 years, total elimination
of the deficit. The only way we could
do that, Mr. President, is with a
motion I offered in the Budget Com-
mittee, which was strongly supported
by the Senator from Colorado, and
that is we should change the enforce-
ment mechanism, rather to have it be
in the form of projected savings, to
make the day that we have to borrow
money, the day we have to raise the
national debt celling of the United
States, the day we should have as the
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enforcement date of whatever we in
advance agree to.

Why is that? Because that is a finite
number. It is easily understood and we
cannot use smoke and mirrors to eover
it up. If you are broke and you have to
g0 to the bank and borrow money, as
the Federal Government has had to do
time and time again, then that is the
time to call a halt and make the hard
choice that has to be made.

I do think in the end maybe we will
be able to work out some kind of a
freeze agreement if everything else
fails, with some kind of an enforce-
ment mechanism over a longer period
of years, to force the Congress and the
President to make honest decisions
and force them to live up to that by
using the day we have to borrow more
money as the only enforcement mech-
anism that I think will work.

1 yield the floor
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Mr. BYRD, Mr, President, shortly
after President Reagan first took
office, he addressed a joint session of
the Congress on February 18, 1981.
Here is an extract from his speech. He
said: “Our national debt is approach-
ing $1 trillion.”

I remember seeing the President on
television that evening. He had a chart
to his right and he pointed to that
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chart and he said: “Our national debt
is approaching $1 trillion. A few weeks
ago, I called such a figure—$1 tril-
lion—incomprehensible, and I have
been trying ever since to illustrate
how big a trillion really is. The best I
could come up with is that if you had
a stack of thousand dollar bills in your
hand only 4 inches high, you'd be a
millionaire. A trillion dollars would be
a stack of thousand dollar bills 67
miles high.”

I seem to recall that the figure later
was reduced to something like 62
miles.

On this chart, this bar represents
what Mr. Reagan was pointing out to
the American people on February 18,
1981: that a stack of thousand dollar
bills would stretch 62 miles into the
stratosphere, representing the nation-
al debt at that point in time.

I said many times during the Reagan
Presidency. you will never see Presi-
dent Reagan on television again doing
that. Why? Because the stack was
growing higher and higher. On Janu-
ary 1, 1989, 19 days before Mr. Reagan
left office, that stack of thousand
dollar bills, if it represented the na-
tional debt, would have been 179 miles
into the stratosphere.

What a difference! Remember that
this stack to which Mr. Reagan allud-
ed in February 1981 represented 39 ad-
ministrations, over a period of 192
years, 38 different Presidents; one
President, Cleveland, had been elected
twice with an intervening term by
Benjamin Harrison.

The stack of thousand dollar bills, to
which Mr. Reagan pointed, was the ac-
cumulation of the debt beginning with
George Washington, John Adams,
Thomas Jefferson, James Madison,
Monroe, John Quincy Adams, Andrew
Jackson, Martin Van Buren, William
Henry Harrison, John Tyler, Polk,
Taylor, Fillmore, Pierce, Buchanan.
Lincoln, Andrew Johnson, Grant,
Hayes, Garfield, Arthur, Cleveland,
Benjamin Harrison, Clevelard again,
McKinley., Teddy Roosevelt, Taft,
Wilson, Harding, Coolidge, Hoover,
Franklin D. Roosevelt, Truman, Eisen-
hower, Kennedy, Lyndon B. Johnson,
Nixon, Ford, and Carter. That is what
this bar represented: the accumulated
debt throughout all of those 39 admin-
istrations, preceding President
Reagan., $931 billion. The stack of
thousand dollar bills went, during one
President's administration—that of
Ronald Reagan—to 179 miles—repre-
senting an increase during his years in
the White House, of $1.738 trillion.
Nineteen days later, Mr, Bush inherit-
ed that bar on the chart, Since that
time, the stack of bills has increased,
as I have already indicated, to where it
would be 214 miles in the air on Octo-
ber 1, 1990, just 2 weeks ago.

1 had a friend recently who said to
me, “Senator, I just had an idea. If
every working man in the United
States contributed a dollar toward our
national debt, we could pay it off.”
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I said, “No; that would not begin to
pay the interest on it.”

The per capita debt-—-the amount
that each American man, woman, boy,
and girl would have to contribute to
pay off that national debt, as it stood
on October 1 of 1990—would be
$12,659.

I have now shown how much the
Federal debt has grown in the past 10
Years.

Let us take a look at Government
spending over the same period and see
where it has grown. Let us see what
has caused these deficits. Let us see
what has caused that debt to grow. Let
us see what the chief offenders are.

I have heard a great deal of talk, and
we all have, about Government spend-
ing. Let us now take a look at Govern-
ment spending. A good many people in
talking about Government spending
forget that spending for defense is
Government spending; that spending
on entitlements is Government spend-
ing, as well as is domestic discretionary
spending, which I want to get around
to shortly.

This line on this chart is baseline.
Baseline means last year's appropria-
tion plus inflation. The chart indicates
what happened between the years
1981 and 1990. So beginning in 1981,
let us take a look at the entitlement
bar, which will be pointed out to the
viewers. In 1981, the baseline for enti-
tlements was $320 billion.

What I am saying to our viewers is
this. Each year we take the appropria-
tion for last year and add inflation.
The next year we take the appropria-
tion for last year and add inflation.
The next year we take the appropria-
tion for last year and add inflation.
The next year we take the appropria-
tion for last year and add inflation.
Now, that is what we call baseline.

What happened on entitlements,
which started out with a $320 billion
baseline in 1981? Entitlements over a
10-year period grew $5989 billion above
baseline—in other words. above infla-
tion. what happened on defense? In
1981, defense spending and domestic
discretionary spending were on a level.
Defense spending was $158 billion. Do-
mestic discretionary spending was $157
billion—a $1 billion difference between
defense and domestic discretionary in
1981. What happened?

Defense increased above baseline
$569 billion in 10 years. It grew that
much above inflation. And what hap-
pened to domestic discretionary spend-
ing, remembering that it started out
almost on a par with defense in 19817
Defense, $158 billion; domestic discre-
tionary, $157 billion. What happened
to domestic discretionary? Domestic
discretionary spending: highways,
bridges, mass transit, waste water
treatment, water quality, rivers and
harbors, et ceters, et cetera, decreased
under baseline by a total of $326 bil-
lion—$326 billion below inflation.

While entitlements went up $589 bil-
lion over inflation, and defense went
up $569 billion over inflation, domestic
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discretionary spending was cut $326
billion below inflation. Foreign oper-
ations almost held its own. It dropped
Just $10 billion below baseline over a
period of 10 years.

Here is a chart that shows the share
of domestic discretionary funding as
related to the total budget in 1981,
and the share of domestic discretion-
ary funding out of the total budget for
the upcoming fiscal year, 1991. In
1981, domestic discretionary, as I
pointed out a moment ago, was to the
tune of $157 billion. That was out of a
total budget of $678 billion.

In other words, domestic discretion-
ary—what we spend for education, job
training, law enforcement, bridges,
mass transit, railways, et cetera—con-
stituted 23 percent of the total budget
in fiscal year 1981—almost a fourth of
the total budget—$157 billion out of
$678 billion.

Ten years later, what had happened?
The whole budget had grown to $1.434
trillion by fiscal year 1991, while do-
mestic discretionary grew from $157
billion to $171 billion. So while the
entire budget by fiscal year 1991 grew
$756 billion over what it was in 1981
domestic discretionary grew only $14
billion over what it was 10 years &ago.
Where domestic discretionary was 23
percent in fiscal year 1981, it is 11.9
percent of the total budget for fiscal
year 1991.

This chart again shows the pitful
plight of domestic discretionary. That
is the little runt puppy. Ten years ago,
it constituted 23 percent of the total
budget. Today it constitutes 11.9 per-
cent. It reminds me of the little puppy
that cannot get enough to eat and it
wiggles its way and tries to push aside
the big dogs, it looks like it has the
scratches, and it is all skin and bones.
There it is right here on the graph: do-
mestic discretionary.

Let us now take a look at the rest of
the chart for fiscal year 1991: The in-
terest on the national debt is 13.2 per-
cent; Medicare, 6.1 percent; Social Se-
curity, 23.7 percent; ‘“‘other,” this one
right here—that is civil service retire-
ment, unemployment compensation, et
cetera—is 8.2 percent; and the next
one, moving clockwise, GRH mandato-
ry—that is Medicaid, child nutrition,
food stamps, veterans' compensation—
items that are not to be cut, or not
very much, at least, in the event of a
sequester—is 13.5 percent. Then,
moving further up clockwise, defense,
23.4 percent. That includes 1.5 percent
for foreign operations, the two togeth-
er making 23.4 percent. And then, fi-
nally, back to our little runt puppy.
domestic discretionary spending,
which a lot of people around here still
want to cut. This little fellow has been
on the operating table for 10 years,
under the knife; yet, there are those
who want to cut on it more.

So we can see how little we are in-
vesting in our own country. I am talk-
ing about investing in human infra-
structure—people—and in the physical
infrastructure—the roads and the
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bridges, airports, waterways, our need
for clean water, cancer research, scien-
tific research, and so on.

On this chart, viewers will see the
situation that this country is going to
be in by the year 1997 if things contin-
ue as they are going now. Right now
there are 21 airports in this country in
each of which there has been 20,000
hours of delay annually; 20,000 hours
of delay at each of 21 airports in this
country.

I know that every Member of this
body understands what it is. and the
people who are viewing from that elec-
tronic eye up there know what it is to
have to fly around in the ‘“soup” in
fog, clouds, over crowded cities for a
half-hour, for 45 minutes, for an hour,
looking out the window, not being able
to see the ground--planes wasting
fuel, producing pollution, wasting the
passengers’ time, increasing the
danger to all persons on the planes.
Only one airport has been built since
1974, that being in Colorado. In 1997,
there are going to be 33 airports which
will experience in excess of 20,000
hours of annual delays. Here is the
chart. And the red dots show where
those airports are located which will
be experiencing such delays by 1997 if
we do not do something about it. That
is domestic discretionary spending.

What about the Nation's bridges?
The estimated cost of the Federal
highway bridge repair and replace-
ment program right today would be
$50.7 billion. There are 577,717 bridges
in this country, and some of these are
interstate, some are urban, some are
offsystem, some are primary, and some
are on secondary or lesser roads. But
these are the bridges in which there is
some degree or some percentage of
Federal participation in the cost.

According to the Department of
Transportation, some bridges are
structurally deficient. Some are func-
tionally obsolete. Those that are func-
tionally obsolete are no longer func-
tionally viable in a way that meets the
needs of today as against the days
when they were built. But those that
are structurally deficient are danger-
ous bridges. They ought to be re-
placed. They are like the bridge at
Point Pleasant, WV, that collapsed
just a few years back and carried
many people to their deaths. To repair
and replace these bridges today would
cost $50.7 billion.

The Federal highway system makes
up 22 percent of the Nation's high-
ways, yet it carries 81 percent of the
vehicles, more than 1.6 trillion miles a
year, enough to make 8,600 round
trips to the Sun, which is 93 million
miles away. More than 40 percent of
the pavement on the system is in need
of repair. It is in poor condition or fair
condition.

To meet the existing capital needs of
the Federal highway system, the De-
partment of Transportation estimates
that a $40 billion annual investment is
required. Of this annual amount, the
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.Federal share would be $25 billion; $25
billion out of the $40 billion would be
for the Federal share. The fiscal year
1991 baseline for Federal highway
spending was only $14.6 billion. In
other words, it was $10.4 billion below
the amount required for the Federal
Government to meet the $25 billion
share of the $40 billion annually that,
according to the Department of Trans-
portation, would be required to deal
with the existing capltal needs for
highways.

The poor and neglected state of the
Nation’s highways and bridges is a
drain on the Nation’s productivity. It
is estimated by the Department of
Transportation that the American
people waste 1.38 billion gallons of
gasoline every year and waste 1.2 bil-
lion hours every year because of traf-
fic tieups and traffic congestion. And
each of these figures is estimated to
grow to over 7 billion gallons of gaso-
line and 7 billion hours of time wasted
o:n the highways by the year 2005.

Let us see what our failure to invest-

in the Nation’s physical infrastructure
means in comparison with the nations
that do make vital public investments.
Let us look at the link between public
investments in infrastructure and pro-
ductivity of workers.

Over a 12-year period, 1973 to 1985,
we will see, in looking at the chart, the
blue bars, which represent nondefense
public investment as a percentage of
the gross domestic product—goods and
services produced in this country and
utilized in this country, a little differ-
ent from gross national product. Look-
ing at the blue bars, the United States
invested three-tenths of 1 percent of
its gross domestic product, on the av-
erage, annually during those 12 years,
1973 to 1985. Canada, meanwhile, in-
vested 1.6 percent; the United King-
dom invested 1.8 percent; France in-
vested 2 percent; and what was the
Federal Republic of Germany at that
time invested 2.5 percent; Italy invest-
ed 2.7-percent; and Japan invested 5.1
percent. Look at it again. Japan invest-
ed 5.1 percent of its gross domestic
product in infrastructure. annually
during that period, while the United
States was investing only three»tenths
of 1 percent. .

How did that correspond with the

productivity? While the United States

was investing only three-.tenths of 1
percent of its gross domestic product
annually in its infrastructure, its pro-

ductivity grew only six-tenths of 1 per-’

cent. Less than 1 percent. - :
Canada invested 1.5 percent and ex-
perienced a productivity growth of 1.3;
the United Kingdom invested 1.8 per-
cent and had a 1.8 percent productivi-
ty growth; France invested 2 percent
and grew 2.3 percent; the then Federal
Republic of Germany invested 2.5 per-
cent and enjoyed a 2.4 percent produc-
tivity growth annually; Italy invested
2.7 percent for a productivity growth
of 1.8 percent the same as the United
Kingdom; and in Japan, productivity
growth of 3 percem,—all ‘while. the
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- vestment and how it relates to produc-

United States invested. only three-
tenths of 1 percent and had only.six-
tenths of 1 percent growth in produc-
tivity.

So we can see there how nondefense
public investment translates into in-
creased productivity; and increased
productivity means increased econom-
fc growth; and increased .economic
growth means increased national secu-
rity. It also means an enhanced com-
petitive position for a nation. It means
a higher standard of living. And in-
creased public investment also encour-
ages increased private investment.

Why not? Mr. President, if you had
a company, let us say, and you would
like to buy a brand spanking new fleet
of trucks, all outfitted in bright red
paint and chrome, how would you like
to put that fleet of trucks out on roads
that are filled with potholes and on
bridges in need of repair? How would
you like to detour 18 miles around a
bridge which was closed because it was

_unsafe? How much would that cost?

How much would that lower your pro-
ductivity? How much would that cut
into your profits?

Public investment encoura.ges pri-
vate investment and is conducive to
the profit-making of the private
sector.

Mr. GORE. Will the Senator yield?

Mr. BYRD. Yes.

Mr. GORE. Mr. President, I rise
only for a brief comment.

Mr. President, there: was just a
major study by one of the leading
technical institutes of higher educa-
tion in the United States, which fo-
cused on the precise point the distin-
guished President pro tempore is
making at this very moment. A team
of management analysts, economists,
and scientists joined forces to analyze
all of the factors that can be said to
influence national productivity growth
in nations around the world.

This is a controversial field of study,
but it has grown increasingly sophisti-
cated in recent years. And this particu-
lar team ended up by identifying as
the one factor most influential in de-
termining the relative rate of produc-
tivity growth in nations around the
world, the level of nondefense public
investment, such as in infrastructure.

I have been one who has argued that
we should expand the definition of in-
frastructure to include not only roads
and bridges, as has been the common
definition in the past, but now fiber
optic cables .and information infra-
structure and the like.

In any event, I was intrigued by this
study and the ‘close correlation be-
tween the conclusions of this team of
experts and the point being made by
the distinguished President pro tem-
pore, which just now provoked this
brief intervention.

I thank my colleague for his courte-
sy in ylelding.

Mr. BYRD. I thank my distin-
guished colleague from Tennessee for
the emphasis he has placed upon the
importance -of non-defense public in-
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tivity growth.

.Let us take now the human side of
infrastructure. This chart indicates
the relative standing of the United
States among a total of 16 nations, in
respect to education spending—grades
K through 12, for the year 1985.

We do very well with post secondary
education. Students come from other
countries to the United States to
study. But from K through 12, we are
cheating our kids. On this chart, we
find that in K through 12 spending, as
a percent of gross national product, in
1985 the United States ranked 14th in
a list of 16 nations—14th—spending
just 4.1 percent of the gross national
product. The lowest was Ireland with
3.8; and Australia, 3.9. The rest of the
countries spent a  higher percent of
the gross national product on chil-
dren’s education from Kkindergarten
through the 12th year.

Let us see how that reflects on the
achievement in science. On the left of
the chart is the rank in order for 10-
year-olds, grades 4 through 5. This is a
list of 15 nations. The United States is
No. 8 in a listing of those 15 nations.

By the time they reach the age of 14
and are in grades 8 and 9, see how
they have gone down..In a list of 17
nations, the United States is in a tie
with two other nations for 13th place.
Singapore, Thailand, and the United
States are all tied for 13th place, with
only Hong Kong and the Philippines
at the bottom. And the other coun-
tries listed above the United States
are: Italy, England, Australia, Norway,
Poland, Korea, Sweden, Finland,
Canada, The Netherlands, Japan, and
Hungary—Germany does not show up
on the chart because, it is my under-
standing, there were no figures for
Germany, they were not available at
that point

Isn't this a drab, dreary picture of
what we are doing to our kids? When
it comes to spending Federal funding
for the education of our kids in grades
K through 12, look what it is ultimate-
1y doing to meet the country’s need for
scientists.

This is a chart that projects the
supply and demand for science and en-
gineering Ph.D's per year in the
United States. The green indicates the
number of science and engineering
Ph.D.'s that are coming out of the res-

.ervoir of U.S. citizens and permanent

residents annually.

. Observers ‘will note that the line is
fairly level beginning in 1988 and
going to the year 2008, fairly level, at
about 10,000 to 12,000 Ph.d’s per year
that are being turned out in the
United States from the reservoir of
U.S. citizens and permanent residents,
and the yellow coloring represents for-
eign students who come to the United
States to get their science and engi-
neering Ph.D.’s, but half of them
return to their native countries 8o,
considering that there may be half
who remain here, it means that we an-
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nually produce in this country some-
thing ilike from 11,000 to 13,000 or
14,000 Ph.D’s from this reservoir of
- U.8. citizens arnid permanent residents
and foreign students. The red coloring
represents the projected demand for
science and engineering Ph.D.’s show-
ing that the year 2008 the demand in
the United States will be for about
23,500 or 24,000 Ph.D’s per year. And,
of course as I have indicated, we will

meet only a little better than half of

that need by the year 2004.

Mr. President, I have taken the time
of the Senate to address three defi-
cits—the trade deficit, the Federal def-
fcit, and the investment deficit.

Unless we do something to address
the horrors that these charts portray,
we are a Nation that is headed from a
fall. The reconciliation bill before the
Senate makes a start toward address-
ing these problems that I have been
talking about.

And there are efforts in this Senate
today, by way of amendments that are
being offered, t.o tear the package
apart.

I attended the summlt I never want
to attend another. I do not expect to
ever attend another one, even though
I may live to be as old as Methuselah,
and he lived to be 969 years old. I do
not want to attend any more summits.

As the summit here is what we did.
Everybody put on their green eye-
shades, and they looked at figures and
formulas. I took the position there,
and I take the position here, that
while we not only have to deal with
the Federal deficit, and the meeting of
targets, and shaving a little here, shav-
ing a little there, and shaving a little
somewhere else, what we are really
talking about actually is a 5-year plan
for the Nation. So we ought to take
off our green eyeshades, and, in addi-
tion to discussion the figures, the tar-
gets, the outlay. levels and all of those
important things regarding Gramm-
Rudman-Hollings, we -also want to
think gbout this country and where we
are going for the next 5 years.

I tried to bring the summit away
from the green eyeshades, away from
a total concentration on figures and
targets—important though they are—
using pencils and erasers, and cutting
a little here and a little there, meet-
ting this Gramm-Rudman Target, and
meeting that Gramm-Rudman target,
and all that, but also to stop and take
8 look at the forest and not just at the
trees and to consider the fact that we
are actually considering a 5-year plan
for this country. Where are we headed
in this country? And where are we going
to be at the end of the 5-year period?

- I happen to believe that this country
still has the spirit to which de Toc-

queville referred over 150 years ago.

when he came to this country when he
said, “The incredible American,” think
of It! “The incredible American be-
lieves that if something has not yet
been accomplished, it is because he

has not -yet attempted it.” That was -
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the spirit of the incredible American
of that day.

Sampson took the jawbone bone of
an ass and killed 1,000 Philistines. The

“early American took an ax, a Bible, a

rifle, and & bag of seeds, and he hewed
the forests, blazed the trails, and
crossed the mountains to the prairies,
from sea to shining sea, and he built a
nation.

Moses struck the rock at Horeb with
his rod, and the water gushed forth.
The incredible American struck the
rock of our natural resources and we
have exceeded all other countries in
the production of steel coal, chemi-
cals, and glass.

Elijah, when he came to the Jordan
with his son, Elisha, tossed his mantle
on the waters of the Jordan, and the
waters parted, and the two crossed
over Jordan on dry land. The incredi-
ble American built shining, massive,
bridges that glimmer in the Sun, that
span the Mississipi, the Missouri, the
many great rivers of this country.

It took Moses 40 years to lead the Is-
raelites out of Egypt and bring them
to the land of Canaan. The incredible
American invented the airplane in

- 1903. And when Lindberg took off in

1927 in the Spirit of St Louis he

-crossed over New York City at the in-
credible speed of 100 miles an hour.

And with that indomitable spirit, the
American spirit, he braved the Atlan-
tic alone, and set foot on the European
shores, having crossed the mighty
waters. The incredible American!

In high school, I read a book by
Jules Verne, Around the World in 80
Days. JOHN GLENN and other Ameri-
can astronauts, as they have orbited
the Earth, traveled at the speed of
18,000 miles an hour, around the world
not in 80 days but in 80 minutes! Man
had gazed upon the moon for centur-
fes with longing eyes, wanting -to see
the other side. The incredible Ameri-
can put & man on that Moon and

‘brought him back to Earth safely gain.

This was the spirit that made our
country great!

Jesus touched a dead Laza.rus and he
sprang from his bed.

Franklin D. Roosevelt led us in a
time of Great Depression, when the
country was prostrate—and I lived in
that Depression; 1 know what it was,
Men and women walking the country
roads of this Nation, standing in soup
lines in the urban communities, look-
ing for a job. But the indomitable
spirit of a crippled man and his vision

-brought the country back to its feet.

80 he stretched forth his hand and
the dead corpse of the Depression
went away, and the country lived
again and soared to greater heights.

"What a proud heritage! :

I think too many of us are unlike
Lot’s wife. She looked back. We fail to
look back. -

- Cornelius Tacltus said, “when you go
into battle, remember your ancestors
and your descendents.” ,

We fall to remember our ancestors.
We fall' to remember and to recall and
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to relive again the vision that was
America, that made this country great;
when men hewed the forests and built
the bridgés and the roads and traveled
with their pioneer wagons and built a
great nation. They believed they could
do it, and they did it. And now, today,
we fwce a challenge

Are we going to make it possnble for
America to again? Are we going to
make it possible for our young people
to study and to learn and to develop
their talents and to become the best of
whatever is in them?

America is in trouble.

Pericles, one of the greatest of Athe-
nians, said to his countrymen, “Set
your eyes upon the greatness of your
country and remember that her great-
ness was won by men with courage,
with a knowledge of their duty, and
with a sense of honor in action.”

In this time of trouble, America
needs men, America needs politicians—
statesmen who have courage and a
knowledge of their duty.

Our country is in trouble, bad trou-
ble. We have an S&L crisis. We have a
deficit crisis. Some of our banks are on
thin ice. Investors are nervous. The
stock markets are shaky. We have a
war threating in the Middle East and a
recession looming just over the hori-
zon. It is time to stop posturing and
pretending. It {8 time to stop all of the
glib talk. It is time to do our duty.

We have almost 200,000 men in the
Middle East. Those men and women
are in the desert with 120 degree heat.
They probably don’t think it is such a
great idea, being over there in that
heat and in the sands of the desert.
But they are not complaining. They
are there to do their duty.

Now why can we not do our duty?

-Why ‘can’t Senators on both sides of

the aisle do their duty? Why cannot-
House Members on both sides of the
aisle do theirs? Why cannot the Presi-
dent? Why cannot all of us work to-
gether to do our duty?

Some of those servicemen, may I say
to the distinguished Senator from Ar-
kansas, [Mr. PrYOR], if a war breaks
out over there, some of them will come
home in flag-draped coffins. Some of
them will never have seen their chil-
dren who were born after they left
these shores to do their duty in a land
thousands of miles way.

And what about our children? In lis-
tening to all of the debate over the
past several days, seldom have I heard
a Senator or a House Member refer to
our children. We talk about what is
good for us politically or what would
please the special interest groups. We

-are governed, we are owned, we are

controlled; we are little men, con-
trolled by special interest groups in
this country. Let some of those special
interests say “go,” and we run. Let
them say “jump,” and we jump.

‘I tried eight times to close off a fili-
buster here when I was majority
leader in the effort to enact campaign
financing reform. The American
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people, if they really wanted & bar-
gain, they would finance the cam-
paigns of Members of the House and
Senate. It would be a bargain for the
American people. Because once again,
the American people themselves would
be heard and their elected representa-
tives would no longer be cowards. That
is what we have seen right at work
here in the legislative branch of both
Houses, political cowardice—speaking
to the galleries, posturing to the cam-
eras. Everybody has his own plan. I
have a plan. He has a plan. She has a
plan. And every one of us knows that
my plan will not get 25 votes. His plan
will not get 30 votes. Her plan will not
get 50 votes. But we all have plans.
And we all realize down deep in our
hearts that if we get a plan through
these two Houses, that will be signed
by the President of the United States,
that plan is going to have to have
votes from both sides of the aisle.

It is tough. It is difficult. But that is
what we signed on for. The American
people think we are wimps. And they
are right.

We knee-jerk to the drumbeats of
the pressure groups, the special inter-
est groups. Each of us tries to please
this special interest group or that spe-
cial interest group.

That is not to say that some of the
special interest groups do not repre-
sent the views of a great many people
in this country; it is true. But until the
American people wise up and become
awake to the fact, the bald fact, that
the special interest groups are calling
the tune and the American people are
paying the fiddlers—you have to pay
the fiddler when you call the tune—
the American people are going to con-
tinue to get the shaft.

(Mr. GORE assumed the chair.)

Mr. BYRD. So our boys are in the
sands of the deserts—Desert Shield. I
refer to what we have before us as def-
icit shield. Desert Shield; deficit
shield.

Are we going to respond to the needs
of our children? In all of this talk, as I
started to say a moment ago, I do not
hear anyone talking about their
grandchildren. Everybody is thinking
about how he is going to be affected
out there in the campaign. We listen
to the drumbezats of the special inter-
est groups. What about the voices of
the voiceless—our grandchildren, our
children, our great-grandchildren? Are
they represented here? They are voice-
less.

We are passing on this tremendous
debt and these deficits to the children
and erandchildren who are not even
knocking yet, knocking at the gates.
They are being unheard of and unth-
ought of.

We should remember them, think of
them, and perhaps we will all stand a
little straighter and a little taller and
be a little more courageous. And we
will pay less attention to the special
interest groups if we listen and try to
hear the faint whisper of the yet
unborn or those who are our children
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or grandchildren today. They cannot
speak here.

We are told in the Scriptures that
who among you, if your son asks for
bread, would give him a stone; or if he
should ask for a fish, would give him a
serpent; or if he should ask for an egg,
would give him a scorpion?

These voices cry out and they are
not being heard. I say let us think of
our posterity. Let us think of our chil-
dren. And let us put out of our minds
and our mind’s eye the special interest
groups. Just for once. Perhaps the
American people, then, would have a
renewed faith in politicians. They
would appreciate a little bit of candor,
a little bit of courage on the part of
their elected representatives.

Senior citizens of this country are
patriots. They have worked in the
fields, in the mines, in the harbors;
they fought for their country. They
are patriots. Others who are being
asked to make a contribution in this
reconciliation bill to this national
problem are patriots. I believe if they
were fully made aware of the trouble
this country is in, the predicament in
which this country finds itself, I be-
lieve they would be willing to be taxed
a little more for the sake of their
country.

The President had the courage to
come out and say that he would sup-
port a tax increase. We have all made
our glib statements and our political
speeches about taxes—nobody wants
to vote for taxes. I do not want to vote
for taxes.

But as I said to Mr. Reagan in 1981,
you cannot have a 3-year 10-percent-
per-year tax cut, increase defense as-
tronomically, and balance the budget
all at the same time. Now, we cannot
deal with this deficit, and it is getting
worse and worse and worse, with the
interest payment this year at $189 bil-
lion. That does not buy a single text-
book; not one. That is the interest on
the national debt. And it is going
higher all the time.

Ten years ago it was $69 billion.
Today it is $189 billion; $189 for every
minute since Jesus Christ was born.
That is the interest on the national
debt.

I believe that if the American people
were told the truth so that they un-
derstood the deficits and the national
debt, the terrible things that are af-
flicting our country, they would be
willing to give their share to deal with
the problem. And we owe it to them to
tell them the truth.

To my colleagues I say—to the dis-
tinguished Senator from Alaska [Mr.
StevENs]—a fine Senator, a Senator
who has courage and backbone. I have
seen him stand up in this Senate many
times when he did not have many Sen-
ators standing with him. But he took a
stand. The American people should be
told the truth.

Esther, in the Old Testament—I will
not tell the whole story, anyone can go
to the Scriptures, and find in the Book
of Esther where Mordecai, her cousin,
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said to Esther, “who knoweth whether
thou art come to the kingdom for such
a time as this?’ 1 say to Senators,

““Who knoweth whether thou art come

to the”—Senate—"for such a time as
this?”

This is a time when the country
needs men. I will not take the time to
recite the poem by J.G. Holland: “God
giveusmen * * *”

Lycurgus the Lawgiver said it best
when he said, “That city is well forti-
fied which has a wall of men instead
of brick.”

1 can understand why the American
people are put out with the Congress.
So-many of us foul our nests; we bad-
mouth the Congress; we run against
the institution.

As one who reveres the history of
this institution, I have seen men and
women rise to the need of the moment
in this Senate, during my time here.
And I believe they can and will again.

Let us not be fooled by the glittering
gewgaws of some of the amendments
that are called up. Let us stand with
the leadership in opposing the walver
of points of order and let us stand
with the leadership in opposing
amendments to the reconciliation bill,
because that is the only way that we
will resolve this problem. We are not
going to wipe out the national debt or
the deficit with this package alone.
This is a start. It is a start in paying
the bill and the tip for the feast on
which the Nation has gorged itself
during the past 10 years.

"Benjamin Hill was a great Senator
from the State of Georgia, and I am
told that on his statue in Atlanta are
these words:

Who saves his country saves himself, saves
all things. and all things saved do bless him.
Who lets his country die lets all things die,
dies himself ignobly, and all things dying
curse him.

Let us not crucify the Nation on a
cross of political expediency and politi-
cal cowardice. Let us work to save our
country!

I urge my colleagues to stand with
the leadership in opposing waivers to
points of order and in opposing
amendments. Support the reconcilia-
tion and the leadership, because only
in that way will we be able to make a
start on the problem that confronts
us, and only then will we merit the
conference and the faith of the people
who send us here. As Webster said at
the laying of the cornerstone of the
Bunker Hill Monument in 1825, “Let
our object be our country, our whole
country, and nothing but our coun-
try.”

Mr. PRYOR addressed the Chair.
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Mr. MITCHELL. Mr. President, this
is an ironic moment for me, Four-and-
a-half years ago when the Senate was
considering the Tax Reform Act of
1986, I stood on this Senate floor for
an entire day and offered an amend-
ment to provide for a three-rate tax
schedule. The maximum marginal tax
rate had been 70 percent until 19881,
when 1t was reduced to 50 percent.
And in 1986 we debated on how much
further to reduce it,

President Reagan proposed and ad-
vocated a three-rate structure with a
maximum rate of 35 percent. I agreed
with President Reagan, and when the
committee went to a8 two-rate struc-
ture of 15 and 28 percent, I attempted
to persuade the Senate that we should
have a three-rate structure at 14, the
lowest bracket, then 28 and 35 percent,

I presented on the Senate floor a
number of charts which are similar to
those which the Senator from North
Dakota has presented here tonight,
And following the defeat of my
amendment and the passage of the
Tax Reform Act with a two-rate struc-
ture, I requested a series of studies by
the Congressional Budget Office
which produced the data which are on
the charts the Senator from North
Dakota has and are based on a series
of subsequent studies building on that
information. I s8till believe there
should be a three-rate structure, 15,
28, and 33 percent, for many of the
reasons suggested by the Senator from
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North Dakota and others, and for still
further reasons not mentioned here
this evening.

I believe that would be the most
simple, logical, straightforward, and
most important, fair method of deal-
ing with the problem of fairmess in the
tax structure and raising the neces-
sary revenue to address the problem
we are here seeking to address.

But the reality Is, Mr. President,
that President Bush has stated clearly
and unequivocally his intention to
veto any legislation which includes a
83-percent tax rate on higher-income
taxpayers. My proposal has consistent-
ly been that the third rate of 33 per-
cent should apply to those taxpayers
at the upper end of the bubble. Not-
withstanding what I believe to be the
logic and falrness of that argument,
the President has been consistent and
emphatic in his statements that he
will veto any such legislation. .

Therefore, we are now faced, again,
with a problem which we confront reg-
ularly here in the Senate. It is wheth-
er we wish to make a statement or
make a law. Adoption of this amend-
ment will make a very strong state-
ment. It will result in no law. Rejec-
tion of the amendment will permit us
to go forward to make a law which,
while not completely consistent with
what the Senator from North Dakota
has proposed, will still produce a fair
and progressive tax package that deals
with the deficit problem.

How can that be accomplished?
Well, of course, as we all know, ralsing
the top rate is not the only mechanism
by which taxes can be increased on
those at the very top of the income
scale. There are a variety of other
means by which to accomplish that
objective.

The tax package that Is included in
this reconciliation bill, the basic bill
now before us, does that in three ways.
The first is a relatively modest and im-
precise method of accomplishing the
objective, and that is an excise tax on
the purchase of certain luxury items.
The second and third, however, are
substantial and very precise mecha-
nisms for accomplishing that purpose.

They are, first, an increase in the
wage cap for the health insurance por-
tion of the FICA or better known as
the Social Security tax. Under current
law, income in excess of $52,300 is not
subject to that tax. This bill increases
that amount to $89,000. By definition,
that applies only to those persons
whose incomes exceed $52,300 a year.
It does not and, of course, cannot
apply to those whose incomes are
below that level because they are al-
ready paying a tax on the full amount
of their earned income. .

The third and largest, most substan-
tia), and most precise mechanism for
raising taxes from those at the very
top of the income scale is the limita-
tion on deductions now set at 5 per-
cent in this legislation which, again,
by definition applies only to taxpayers
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whose adjusted gross income exceed
$100,000 a year. S0 any taxpayer
whose adjusted gross fncome 18 less
than $100,000 a year is unaffected by
this provision. . . .

The combination of those three pro-
-visions raises in excess of $50 billion or
nearly half of the total amount of
taxes, the net of $130 billion being the
target under this legislation, and it
raises it for higher income groups, pri-
marily from those whose incomes
exceed $100,000 a year.

80, Mr. President, I want to say to
the Senator and to my colleagues and
especially to those who will be dis-
posed to support this amendment, if
this amendment prevails and we get
no bill, we will not only fail to address
the problem of the deficit, which s,
after all, our principal target here, our
main objective which we ought always
to keep in mind, but second, we will
leave in place a tax structure that is
less progressive than it would be if this
bill were adopted, not as progressive as
if the Senator’s amendment Wwere
adopted, but we know that is not going
to become law because the President
has said repeatedly and unequivocally
that he will veto it.

1 do not happen to agree with the
President on that. I think he i{s wrong.
There is no Member of this Senate
who has spoken more often and con-
sistently for & need for a third rate to
apply to those with very high incomes
than myself. But {n the eircumstances
in which we now find ourselves, if we
adopt this amendment, we assure no
deficit reduction package and the re-
sulting chaos which will flow from
that decision and we assure that the
tax system now In place remains in
effect with neither the 33-percent rate
nor the other provisions which raise
taxes on the very wealthy that are in-
cluded in the bill.

So the reality is if one believes that
the tax structure should be made more
progressive, as I believe many of our
colleagues do, understand then that
adoption of this amendment retains
the current tax structure which is less
progressive than {t would be if we
adopted the committee bill.

I wish it were otherwise. I wish we
could get not just the votes to pass the
33-percent rate, but the 87 votes neces-
sary to override the veto. The reality
is that we cannot. 80, as {8 so often |-
the case in life generally and certain
in the political process, we must play
with the cards that are dealt to us. We
must deal with the situation as it
exists and the situation as it exists is
as I have described it.

8o while I commend my colleague
for the presentation he has made—and
I emphasize my agreement with the
importance of piercing the bubble and
having a third rate and have a more
progressive tax structure—I must say
and repeat to all of my colleagues that
adoption of this amendment will pre-
vent the adoption of a more progres-
sive tax structure which would result
from the committee bill now before us
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and from the results of the confer-
ence. :

: , remember, we are going to con-
ference with the House bill that is
much -more progressive than either
this bill or the current tax structure.

80 with the greatest of reluctance,
and with respect for my colleague, I
must ask and encourage all Members
of the Senate to join in refusing to
waive the Budget Act for this amend-
ment so that we ¢an proceed to get the
Job done, s0 that we can get a bill
passed and get in a conference and get
4 conference report and have written
into law the most meaningful deficit
reduction legislation {n our Nation’s
history. That is what we started out to
do. That i5 what we should finish
doing, and I hope we ean do it before
the Friday midnight deadiine.

Mr. President, I yield the floor.






October 17, 1990

AMENDMENT NO. 3018 TO AMENDMENT NO. 3014
(Purpose: To change the allocation formula)

Mr. DOLE. Mr. President, I send an
amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Kansas [Mr. DoLE) pro-
poses amendment numbered 3015 to amend-
ment No. 3014.

Mr. DOLE. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is 60 ordered.

(The text of the amendment is print-
ed in today's RECORD under “Amend-
ments Submitted.”)

The PRESIDING OFFICER. Under
the rule, the Republican leader con-
trols 30 minutes. The majority manag-
er or his designee controls the balance
of the time. The Republican leader is
recognized. o

Mr. DOLE. Mr. President, this
amendment retains the 9%-cent gas
tax. It does shift the mix. Instead of
50-60, 60 percent goes into the trust
fund and 40 percent is deficit reduc-
tion. That in essence is what it does
and it does avoid a vote on the gas tax
amendment offered by the distin-
guished Senator from Idaho.

1 have heard a lot of complaints
about not having a vote up or down. 1
think I have been here long enough to
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know we all know we are within the
rules. Nobody is violating the rules.
We are using the rules. We are offer-
ing amendments.

I think the majority, at least I trust
the majority understands we are work-
ing on a package here of about $500
billion. This would take out $33.6 bil-
lion and put nothing back. That would
not only unravel the package, that
would probably finish the package. If
not, someone can offer a motion to
strike the next tax and then offer to
strike the Medicare savings and then
offer to strike defense savings. And
then, of course, the interest savings
would fall on their own. Maybe the
leaders can offer that motion.

Those who want to kill this bill cer-
tainly ought to use every opportunity,
but we should not have to cooperate
with them. If somebody is going to
hang me, they are going to furnish the
rope. I am not going to furmish the
rope. You get your own rope.

I am trying to do the best I can for
President Bush. The last time I
checked, he was a Republican. It is my
job as a leader in the Senate to try to
move the President's agenda. I regret
that some of my colleagues on this
side disagree. That is their right. We
all have our rights. I might find
myself in disagreement sometime.

If we put a COLA freeze in here, we
would have people all over us about
the COLA freeze. If we taxed Social
Security benefits, they would be ali
over us about taxing Social Security
benefits. We left those out.

1 defy anyone to put together a $500
billion package to pass—I can put one
together—but put one together that
will pass. We will be glad to remove
this one and bring another one up by
unanimous consent. But that is not
what we have before us. We have some
people who want to kill the package,
but they want to do it an inch at a
time. This is more than an inch. It is
about 10 percent of the package, so we
will just have 980 percent left. Then
somebody says, let us take out another
10 percent.

This Senator would like to finish
this bill and leave Washington. But
certainly every Member has a right to
offer every amendment, and we have
every right to try to frustrate every
amendment. That is the way it works,
and this Senator does not know the
rules that well. I agree with the Par-
lamentarian. If he did not vote, I
would not try to interpret him. So we
have an understanding. I do the voting
and he would do the interpretation.

What we are doing is legislating. We
are playing by the rules in an effort to
preserve this package. And to those
who do not want the package, they
can do everything they can to try to
frustrate it, defeat it, chop it up. But,
in my view, if we think there is a
chance that they might prevail and
kill the package, then we will look a
little foolish out here. Oh, I do not
want anybody to be denied their vote.



815532 OONGRESSIONAL RECORD — SENATE October 17, 1990

it is only a $500 billion package, so
what. We can dream up another one in
acouple of years.

We may Jose in any event,.put 1
want the Recorp to show at least we
sried to protect the package and not
give everybody a free shot like it 18 a
turkey shoot around here, to shoot
until you win. If somebody wins, the
country loses, in this Senator’s view.

‘80 I regret we cannot have an up-or-
down vote. I regret we cannot support
any of the amendments that are pend-
ing, unless they are agreed upon by
the managers. Some may be and there
-may be good questions raised by the
Senator from Oklahoma and others,
and they ought to be addressed, and
they are. But this takes 10 percent of
the package and it is gone and does
not substitute one dime; not one dime.
. Tunderstand that this will add about
$20 to the average motorist per year.
Not quite a tank of gas. This tax, not
quite a tank of gas. We turn on the
evening news and we see the boys over,
fn Saudi Arabja. We say, “oh, well,
boys, we feel sorry for them, but we do
not want to do anything to inconven-
{ence us. We keep on driving, you deep
staying over there {n the hot sun; you
keep on protecting that ofl over there
80 we can keep on driving. We do not.
want to.conserve anything, so you just
stay over there 2 or 3 years.” You tell
that to somebody’s son or tell that to
the parents. - .

This 18 about the best policy in this
whole bill, trying to conserve energy.
As I sald earlier, I respect the Senator
from Idaho because he is one to stand
up here and vote to cut spending,
whatever it is. He does not care what
it is. If it is necessary, he will vote to
reduce spending and so will the Sena-
tor from Wyoming and so will the Sen-
ator from Colorado and the Senator
from Oklahoma and others who have
spoken. But that is not a majority.
_And I will do the same. :

. 1 do not know what the answer is.
~‘We try to please everybody and let ev-
erybody have an up-or-down vote on
‘every amendment and let the package
“ unravel. This amendment can still be
offered later. All you have to do is say
notwithstanding anything in this bill,
and you put your amendment in. But '
then it is subject to a point of order,
and it takes 60 votes. That is the dif-
ference. we are talking about 10 votes.

80 I just suggest we vote on this
amendment. The distinguished Sena-
tor from Idaho is going to move to
table the amendment. He may prevail
I would say to those who want to kill
the package, vote with the Senator
from - Idaho. We can get home by
11:15. That may be the best argument
we have.
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Mr. SYMMS. 1 repeat again, Mr.
President, and I admire the expertise
with which the majority leader is such
& wonderful wordsmith, but if he has
Hstened closely, he had never heard
the Senator from ldaho stand in here
and talk about deficit reduction. I
talked =about spending reduction.
There is a big difference.

What seems to be the big craze in
this town is that we have to reduce the
deficit. Nobody ever talks about reduc-
ing spending. It is the percentage of

the work and labor—sweat, blood, and-

tears—that we jerk out of those people
that we spend in Government that
matters. That is the issue. And this
tax is regressive. It hits those that are
the least able to afford it. It hurts the
low-income, the retired senior citizen
on Social Security that has to drive
somewhere, worse than any other
group. If we would just reduce spend-
ing, we would not have to worry about
the so-called deficit. It is the percent-
age of the gross national product the
Government spends that is so detri-
mental to our economy and our
people. There {8 a big difference be-
tween spending control and deficit re-
duction.
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. Washington, DC, September 18, 1990.
Hon. LLoYp BENTSEN

Chairman, Committee on Finance, US.
Senate, Washington, DC.

Dear LLoYn: We are writing regarding the
Pinance Committee’s upcoming eonsider-
stion of the FY 1091 budget reconciliation
Segislation. .

1ast year, the Administration proposed in
fts FY 1990 budget a regulatory change re-
garding the medically needy income levels
for one-member families under state Medic-
aid programs. This regulation would have
had the effect of rendering thousands of
single aged, blind, and disabled adults tneli-
‘gible for Medicaid in at least 17 states.

With your assistance, language was in-
cuded in the Omnibus Budget Reconcilia-
tion Act of 1889 which placed & one year
moratorium on the implementation of the
proposed regulation. In February of 1890,
{wenty-two Senators joined in writing a
Jetter to Secretary Sullivan requesting that
he review and reconsider his

but we are unaware of any effort within the
Administration to date to give this matter
serious reconsideration. Because this ben is
due to expire on December 31, 1990, we are

your sssistance in resolving this
fssue permanently.

As you may recall, current regulstions—
which have been in effect for more than 20
years—state that in determining the medi-
cally needy income levels for s single
person, states may utilize a methodology
that is 133% percent of the amount "reason-
ably related to the highest money payment
which would ordinarily be made under the
state's AFDC plan to a family of two with-
out income and resources.” Thus, even if &
state has an AFDC payment level for a
family of one child, since that level is not
related to the reasonable maintenance
needs of & medically needy adult, a state
may set different levels to take into account
the greater needs of an adult. This practice
s wholly consistent with current law.

The Administration’s proposed regula-
tions would forbid states from implementing
the “reasonable relatedness” requirement
when such states have an AFDC payment
standard for one person. Since all states
have such AFDC payment standards, no
state would be permitted to continue its cur-
rent policy.

Lloyd, we would very much appreciate
your including & provision in this year's rec-
oncilistion legislation that would protect
the single person medically needy income
level in those states which, as of June 1,
1989, had relied upcn the current regula-
tions. We have included draft language for
your review.

8ince this provision is codifying current
practice and regulations, we do not believe
that its inclusion will result in increased
costs. This provsion {s very aimilar to one
ndopted in section 4106 of Pubdblic Law 100-
203, which protected California‘'s adult
couple medically needy income levels. CBO
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found no increased costs associated with
that provision, which also sought to eodify
existing practice. We are currently in the
process of requesting a cost estimate of our
proposal from CBO and will share the re-
n;lgwn.h_ your office as soon as it's avail-

A . .
“Thank you for your assistance on this cru-
clal matter.
Sincerely,
Avraw CransTON
Patricx Leaxy,
THE MEDICAID MEDICALLY NEZDY PROGRAM
Mr. LEAHY, Mr, President, I want
to join Senator Czaxsrox in thanking

Chairman BenTsEN for including in his

Finance ' Committee Treconciliation
package our provision clarifying how
States set income tests for single indi-
viduals in the Medicald medically
needy program. This is good news for
the 2,000 low-income and disabled Ver-
monters whose Medicaid benefits have
been threatened since the administra-
tion requested a change ip the income
tests last year.

In its fiscal year 1990 budget, the ad-
ministration proposed a regulatory
change that would remove an option
States have had for the last 20 years
allowing them to set more generous
income levels for single adults in the
Medicaid medically needy program.

The medically needy program covers
individuals who are not eligible for
cash assistance under the Mediciad
program but who need help with medi-
cal expenses and meet a financial
standard established by the State. The
medically needy income standard is
based on 133% percent of the State's
AFDC payment standard for a house-
hold of similar size, But for 20 years
there has been an exception. States
have had the option of calculating the
income standard for medically needy
single adults based on the AFDC pay-
ment for a household of two instead of
one.

This option reflects the fact that &
mrdically needy household of one or-
dinarily is an elderly, blind or disabled
adult with greater needs than an
AFDC household of one, ordinarily a
dependent child.

Vermont and other States have
taken advantage of this flexibility in
order to make Medicaid available to
more gingle individuals, Por thousands
of elderly and disablied Vermonters, re-
ceiving medical care under the medi-
cally needy program has meant a
chance to live independently and avoid
nursing home care.

During last year's reconciliation
debate, Senator Crawxsron and I
worked with Senator BENTSEN to place
a l-year ban on the administration’s
proposed rule with the understanding
that we would work this year to per-
manently resolve the issue.

In February of this year, twenty
Senators joined us in writing to Secre-
tary Bullivan requesting that he
review and reconsider his proposal to
revise the provisions for establishing
income tests In the medically needy
program. To our knowledge, the ad-
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ministration has made no effort
toward this end.

~ Mr. President, I have never under-
stood the wisdom of the administra-
tion’s proposal. In my view, it is simply
an attempt to save a few dollars at the
expense of the most vulnerable mem-
‘bers of our soclety: low-income elderly
and disabled individuals. Loss of Med-
jcaid benefits would mean that many
frail individuals would be forced to
choose between food, heat and rent or
vital medical care. Many would lose
their independence and be forced into
nursing homes in order to gain access
to medical care. In the long run, that
would mean 8 much greater commit-
ment of Federal and State Medicaid
dollars.

I am grateful to Chairman BENTSEN
and his Committee for including the
language Senator CransTOoN and I
drafted. It will protect the single
person medically needy income level in
those States which, as of June 1, 1889,
relied on the current regulations. It is
my understanding that the House rec-
onciliation package includes & similar
provision.

1 especially want to thank Senator
CRrANSTON for his leadership and hard
work in seeing his provision through
the Finance Committee. This is & good
provision that will help many elderly
and disabled Americans with their
urgent medical needs. I urge all Sena-
tors to support this effort.

1 also would ke to thank Chairman
BENTSEX on another matter regarding
access to health care. His reconcilia-
tion bill includes a provision assuring
that Medicaid beneficiaries continue
to receive urgent medical care while
they appeal a decision of “not dis-
abled” made by the Soclal Security
Administration [SSA].

In another example of the ongoing
effort by this administration to deny
people access to disability benefits, the
Health Care Pinancing Administration
adopted a rule in January 1990, that
limits the States’ flexibility in provid-
ing care to thousands in need. In this
rule, HCFA denied States the right to
provide Medicald benefits to persons
determined “not disabled” by the com-
pletely separate Supplemental Securi-
ty Income Program.

Chairman BrwrseN included legisla-
tion 1 drafted that rightly allows
States to continue providing Medicaid
benfits to persons needing urgent med-
fcal care, until & final decision is
handed down by ES. This is absolutely
essential n light of the serious prob-
lems with the Social Security Adminis-
tration’s handling of disability cases. A
report issued by the General Account-
ing Office [GAO]) last year determined
that over half of those applicants who
are denied disability benefits by the
SSA should have been granted those
benefits. The reconciliation provision
assures that beneficiaries will not face
8 1-year delay in Medicaid benefits if
they do not get fair treatment from
the Social Security Administration.
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I had hoped that the Finance Com-
mittee would accept my proposal to
allow States to make Medcaid disabil-
ity determinations independent of
8ocial Becurity decisions. For years
Vermont has provided an effective ap-
peals process through which the State
could overturn 8SA determinations of
“not-disabled.” Other States have
made the initial determination of dis-
ability independent of SSA. Through
these processes, States provided Med-
feald for persons it considered disabled
and In need. Eligibility was not re.
stricted by the very narrow interpreta-
tions of disability characteristic of
Social Secuirty Administration deci-
sions. In addition, States like Vermont
made determinations in a timely and
accurate manner, as mandated in the
Bocial Security Act.

However, the chairman has shown
foresight by asking the General Ac-
counting Office to study the feasibility
of establishing a definition of “dis-
abled” for the Medicaid program that
differs from the standard definition
used for the Supplemental Security
Income Program. These two programs
address vastly different needs. The
GAO study will determine if & more
flexible definition of disability is
needed for determining Medicaid eligi-
bility.

I look forward to0 working with
Chairman BENTSEN and the General
Accounting Office in developing this
study.
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VETERANS PROGRAMSB

Mr. CRANSTON. Mr. President, as
chairman of the Committee on Veter-
ans’ Affairs, I wish to comment on the
provisions in title XI of 8. 3209, the
fiscal year 1991 budget reconciliation
measure.

Mr. President, the reconciliation in-
structions contained in section 4(cX10)
of House Concurrent Resolution 310,
the concurrent resolution on the
budget for fiscal year 1891, require the
Committee on Veterans' Affairs to
report changes in laws within the
committee’s jurisdiction sufficient to
reduce outlays for veterans’ programs
by $620 million in fiscal year 1991 and
$3.35 billion in fiscal years 1991-95,

Pursuant to section 4(a) of House
Concurrent Resolution 310 and action
of the committee at an October 12,
1990, meeting, the Committee on Vet-
erans’ Affairs submitted to the Budget
Committee legislation recommending
budget savings. Estimated savings re-
sulting from enactment of the legisla-
‘tion we submitted would exceed the 5-
year total of $3.35 billion in required
reconciliation savings by $2.71 billion.
According to CBO estimates, the com-
mittee legislation would achieve net
savings of $6.059 billion in outlays over
fiscal years 1991 through 1995.

Mr. President, title XI of the bill
contains provisions that would make
changes in the areas of compensation
and pension, VA health care, educa-
tional and vocational assistance, home
loan guaranties, burial benefits and
gravemarkers, and in other miscellane-
ous areas. In summary, these provi-
sions would:

COMPENSATION AND PEXSION

First, in section 11001, suspend pay-
ment of service-connected disability
compensation to an incompetent veter-
an without dependents whose estate
exceeds & value of $25,000 and resume
compensation payments when the
value of the estate reaches $10,000.

Second, in section 11002, eliminate
the presumption of permanent and
total disability for veterans over age 65
for purposes of pension eligibility. VA
regulations currently provide that
nonworking veterans aged 55-59 are
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considered permanently and totally
disabled if they have disabilities rated
60 percent or more or are 60 to 64 years
old and rated at least 50-percent dis-
abled, It is expected that VA would
extend this system of presumptions
for veterans age 65 and older.

Third, in section 11003, limit month-
1y pension payments to $80 for Medic-
ald-eligible recipients of VA pension
who are in nursing homes, other than
State veterans homes, participating in
Medicaid.

Fourth, in section 11004, eliminate
dependency and indemnity compensa-
tion and pension benefits for surviving
spouses who have remarried and again
become single,

Fifth, in gection 11005, round down
t0 the nearest whole dollar the fiscal
year 1891 cost-of-living adjustment for
disability compensation and DIC and
reduce by $1 the COLA for veterans
rated 20 percent disabled or less.

HEALTH CARE

Sixth, in section 11011, authorize VA
to bill third-party insurers for the cost
of health care provided for non-service-
connected conditions of veterans who
have gervice-connected disabilities; es-
tablish the medical care cost recovery
fund (MCCRF] to receive collections
from billing third-party insurers for
certain health-care services and from
copayments by veterans for VA-fur-
nished care and to pay the administra-
tive costs of these collection activities,
including the costs of 300 full-time
equivalent employees {FTE] in addi-
tion to those currently engaged in bill-
ing and collection efforts; and provide
that collections in excess of the ad-
ministrative costs would be pald from
the MCCRF into the Treasury.

8eventh, in section 11012, require
payment of $2 for each 30-day supply
of medication dispensed by VA for the
care of non-service-connected condi-
tions of veterans who do not have
service-connected disabilities rated 50
percent or more disabling.

Eighth, in section 11018, modify
health-care categories and copayment
requirements by: Eliminating the dis-
tinction between the current B and C
categories; and requiring all veterans
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other than category A veterans to
make copayments of $10 a day for in-
patient care—in addition to a copay-
ment equal to the Medicare annual de-
ductible for the first 80 days of care in
a year, plus half that amount for each
subsequent 80 days of care in the
year—$5 a day for nursing home
care—{n addition to a8 copayment for
each 90 days of care equal to the Medi-
care deductible—and $18 per visit for
outpatient care—with no cap.

EDUCATIONAL AND VOCATIONAL ASEISTANCE

Ninth, in section 11021, reduce edu-
cation benefits payable for certain in-
tervals between school terms or guar-
ters to 33 percent of the full amount.

Tenth, In section 11022, eliminate
vocational rehabilitation benefits for
veterans with disabilities rated 20 per-
cent or less.

HOME LOAN GUARANTIES

Eleventh, in section 11031, allow
lenders to file guaranty claims for
manufactured home loans upon the
lender’s receipt of the VA estimate of
the resale price of the manufactured
home.

Twelfth, in section 11032, increase
all fees for VA-guaranteed home loans
by 0.75 percent, .

BURIAL BENEFITS AND GRAVE MARKERS

Thirteenth, in section 11041, limit
the VA plot allowance—$150 paid on
behalf of deceased veterans wWho are
not buried in a national cemetery—to
those who are eligible for a burial al-
lowance, generally veterans who, &t
the time of their death, were receiving
VA pension or disability compensation.
The plot allowance would continue to
be paid for veterans buried in State
veterans cemeteries.

Fourteenth, in section 11042, elimi-
nate the headstone allowance, which
is a payment in lieu of & VA-furnished
headstone or gravemarker, based on
VA's average wholesale cost for head-
stones and markers—currently $87—
for deceased veterans wWho are not
buried in a national cemetery.

MISCELLANTOUS

Fifteenth, in section 11051, allow use
of certain Internal Revenue Service
and Social Security Administration
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data to verify veterans’ income for
purposes of eligibility for VA needs-
based benefits.

‘Bixteenth, in section 11052, elimi-
nate eompensatlon for the secondary
effects of willful misconduct or of the
abuse of aloohol or drugs.

- 8eventeenth, in gection 11053, re-
quire disclosure of Social Security
aumbers for applicants for VA needs-
based benefits and require VA to con-
duct regular matches of Social Securi-
ty and State data on deaths with cer-
tain VA beneficiary data in order to
fdentify erroneous payments being
made to or for veterans and other
beneficiaries who have died.

SECONDARY KFPECTS OF WILLFUL MISCONDUCT

Mr. President, there was one matter
in this legislation—relating to elimina-
tion of compensation for the second-
ary effects of willful misconduct—as to
which I was seeking further informa-
tion at the time we . submitted our
report. Under current law, direct or
primary effects of willful misconduct
may not be compensated as service
connected. However, under VA regula-
tions—section 3.301 of title 38, Code of
Federal Regulations—organic diseases
and disabilities which are a secondary
result of the chronic use of alcohol or
of drugs are not considered to be
caused by willful misconduct, The
committee legislation is designed to
change that result.

Because of concerns about. ‘how VA
would implement the committee provi-
sion, I wrote to Secretary Derwinski
on October 8, 1890, requesting specific
information as to VA's plans in that
regard. Secretary Dérwinski responded
in an October 15, 1990, letter. .

Mr. President, so that my colleagues
and the public may have the benefit of
this correspondence, I ask unanimous
consent that my letter and Secretary
Derwinski’'s reply be printed in the
RECORD at this point.

There being no objection the letter
was ordered to be printed in the
RECORD, as follows; .

: U.S. Senate,
COMMITTCZE ON VETERANS' APPAIRS,
Washington, DC, October 9, 1990.
Hon. Epwarp J. DERWINSKI,
Secretary of Veterans’ Affairs,
Washington, DC.

Dzar En: During recent oonsultauons be-
tween the Committee staff and VA officials
concerning Administration suggestions for
legislation to comply with the deficit-reduc-
. tion requirements of the expected budget

agreement, the Department provided a
briefing paper (copy enclosed) describing
VA’s proposal to eliminate disability com-
‘pensation for conditions that constitute sec-
ondary efforts of wiliful misconduct. The
briefing paper raises a number of questions.
I am writing to request clarification as to
how VA would Implemcnt this proposed leg-
iglation.

First, the white paper stated that ‘‘organic
diseases and disabilities which are s second-
ary result of the chronic use of alcohol as &
beverage |, ., would be considered of wiliful
misconduct origin. . , . * This raises the
question as to whether you will adopt a
principle that long-term behavior patterns
that result in cumulative harm to one’s
medical condition constitute . willful mis-
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conduct” and how far that principle might
be extended. For example, would that prin-
ciple apply to adverse health effects of the
use of tobacco? On the other hand, if no
such new principle is being proposed or if it
‘would be very limited in application, how
would the distinction be drawn between or-
ganic diseases resulting from the chronic
use of alcohol and diseases resulting from
other unhealthy behaviors?

With respect to AIDS, the briefing paper
also stated, “The amendment would only
bar benefits based on AIDS secondary to
drug abuse.” Does that statement accurate-
1y reflect the Department’s policy regarding
the interpretation and fmplementation of
the provision? Also, I would like to know
how you anticipate it being established in
the adjudication process that a particular
veteran contracted AIDS as 8 result of drug
abuse and whether the same principles
would apply to hepatitis and other diseases
trangsmissible through intravenous-drug
abuse?

Ed, I would appreciate receiving your
reply to these Questions no later than
Thursday, October 11, in light of the time
constraints inherent in the current budget
process. I greatly appreciate the cooperation
you and other Department officials are ex-
tending, in providing information and tech-
nical consultation to the Committee con-
cerning this and other deficit-reduction pro-

posals. .
With warm regards,
.- Cordially,
o * Chairman.
Enclosure.

THE SECRETARY OF VETERANS AFPAIRS,
Washington, October 15, 1990.
Hon. ALAN CRANSTON,
Chairman, Committee on Velerans' Affairs,
U.S. Senate, Washington, DC.

DxzAr MR. CHAIRMAN: Thank you for your
letter requesting clarification of VA's pro-
posal to eliminate disability compensation
for conditions that constitute secondary ef-

-fects of willful misconduct.

The enclosed fact sheet has been devel-

oped to address the concerns you raised.
8Sincerely yours,
" EDWARD J. DERWINSKI.

Enclosure.

DEPARTMENT OF VETERANS AFPAIRS VETERANS
BENEFITS ADMINISTRATION COMPENSATION
AND PENSION SERVICE )

1. Issue: To respond to letter of 10-9-80

from Sen. Cranston regarding proposal to
eliminate disability compensation benefits
for conditions that constitute secondary ef-
fects of willful misconduct.
- II. Background: The law prohibits pay-
ment of compensation if the disability was
the result of the veteran’s own willful mis-
oonduct. Venereal disease is stated to be
presumed not to be due to willful miscon-
duct. (38 USC 105a) A 1831 Administrator’s
decision held that excessive drinking of al-
cohol to enjoy its intoxicating effects is will-
ful misconduct if it results in disability. A
1964 Administrator's decision made a dis-
tinction between disabilities which are the
primary result of drinking (for example,
automobile accidents) and the remote, or-
ganic, secondary effects (for example, liver
disease). As & result of the second decision,
regulations were promulgated which permit
the grant of benefits based on the secondary
effects. The same principles were extended
to the effects of drug abuse. Attention to
specific causes and effects were clearly re-
sponsive to societal concerns of the times in
question.

III. Current Status: It has been proposed
0 amend the section of the law desling with
willful misconduct to specify that disability
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secondary to willful misconduct may not be
the basis for & grant of service connection.
This proposed change would make inappli-
cable the 1954 Administrator's decision.

~ IV. Questions from Sen. Cranston's letter
(paraphrased):

Question. If the proposed change is en-
acted, will you adopt a principle that long-
term behavior patterns that result in cumu-
lative harm to one’s medical condition (such
a8 use of tobacco) constitute ‘‘willful mis-
oconduct” and how far would that principle
extend?

Response. At some future date the issue
of the known secondary effects of the use of
tobacco, or other unhealthful behavior,
could well rise to the level of concern associ-
ated with alcohol and drug usage at earlier
dates. In such an atmosphere VA would
have to consider the application of the stat-
utory language regarding willful misconduct
to these conditions.

It is not possible to det,ermlne at this time
what the eventual outcome might be. Cer-
tainly the similarities and differences be-
tween the condition(s) under discussion and
alcohol and drug use would have to be con-
sidered in the light of the law as it existed
at that time. We have no intention of ad-
dressing the general issue of "*unhealthy be-
haviors” at this time, with or without the
proposed change regarding willful miscon-
duct.

Question. If no new principle is being pro-
posed, how would the distinction be drawn

" between organic diseases resulting from

chronic use of alcohol and diseases resulting
from other unhesaithy behaviors?
Response. If changes are made in the stat-

. utory language 80 as to exclude disabilities

secondary to willful misconduct, the
changes would apply to the effects of alco-
ho! and drug use. The consideration of sec-
ondary effects of these activities has been a
part of VA regulations and procedures since
1964 but we would need to make amend-
ments to conform to the new law. We see

‘nothing in the proposed language which

would mandate an expanslon to other be-
haviors.

Question. Is it accurate to state that the
amendment would only bar benefits based
on AIDS secondary to drug abuse?

Response. We believe that 38 USC 105, as
currently written, prohibits denial of bene-
fits based on venereal disease as a willful
misconduct activity. Therefore, it is our po-
sition that benefits based on AIDS contract-
ed through sexual activity cannot be denied,
without regard to the question of secondary
effects. AIDS contracted due to drug usage,
or in other ways, is subject to the usual pro-
visions regarding willful misconduct. includ-
ing the current regulations regarding sec-
ondary effects. If the law and regulations
regarding secondary effects were amended,
they would likewise apply to nonsexually-
contracted AIDS.

Question. How do you anticipate it being
established in the adjudication process that
& particular veteran contracted AIDS as a
result of drug abuse?

Response. Determinations &s to the appli-
eability of current willful misconduct provi-
sions to AIDS (that is, whether it was con-
tracted due to sexual activity or otherwise)
are made in the same manner as all other
willful misconduct determinations. If there
is evidence that any condition was contract.
ed due to a wiliful misconduct activity, the
applicable regulations must be applied. In
the absence of evidence of misconduct
origin, no misconduct determination need be
made. Determinations in each case must be
based on the available evidence of record.

In an AIDS case, if the law prohibited
‘benefits based on secondary effects of mis-
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‘conduct mmm we would have to deter-
mine what evidence was regarding the in-
currence. With information tending to show
sexual origin, or tn the absence of evidence
reégarding origin, misconduct would not be.
AN issue. If there were evidence of origina-
“ton in drug use wnd the law had been
_ehanged, benefits would not be paysble.
Queition. Would the same principles
apply to hepatitis and other diseases trans-
mittable though intravenous-drug abuse?
‘Response. This same principle would
mwmytypeoldlseaseuusedbydrug

msrr DATES

‘Mr. CRANSTON. Mr. President, the
legislation that I proposed at the com-
mittee’s October 12, 1990, meeting in-
cluded termination dates for certain
‘provisions. That part of my proposal
was superceded by an amendment de-
Jeting the sunset provisions. I am con-
cerned that the Committee legisla-
tion—which exacts an extra $2.7 bil-
Hon from veterans programs over the
next § years—is an unfortunate distor-
tion of the intent of our reconciliation
instructions and takes unfair advan-
tage of the breadth of the cuts we had
to make in order to meet our first-year
savings requirements. I have expressed
my strongly held beliefs on this
matter in the additional views that I
transmitted with the committee’s sub-
mission to the Budget Committee. My
views appear elsewhere in the RECORD

. for today in the materials submitted
by the Budget Committee.
OORCLUSION '

Mr. President, there are very few
provisions in this package that I would
recommend in the absence of reconcili-
ation requirements and the great need
to reduce the Federal deficit this year
and in coming years. However, in light
of the savings levels required and aside

from the sunset issue, I believe that

these recommendations would make

savings in the most appropriate areas.
- GASOLINE TAX
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Mr. MITCHELL. Mr. President, and
I say to Members of the Senate, there
will be no further roll call votes this
evening. The Senate will be in tomor-
row and on the bill at 8 a.m. 80 that we
can complete action on this measure
in sufficient time tomorrow to permit
us to go to conference tomorrow.
Therefore, Senators should be aware
that rollcall votes and possible early in
the morning and throughout the day.
Mr. President, I suggest the a.bsence of
a quorum.

Mr. GORE. Will the leader withhold
of yield?
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Mr; MITCHELL. { withhold my sug-
gestion of the absence of a quorum.

Mr. GORE. Will the leader yield?

‘Mr. MITCHELL. Certainly. -

" Mr. GORE. Mr. President, 1 wonder
if it might be possible to suggest some

-gtructure for the first part of the con-

gideration tomorrow. I know the Sena-
tor from Florida has been waiting pa-
tiently, and the Senator from Mary-
land, Senator MIKULSKI, and I have
been waiting as well. Might it be possi-
ble to get some kind of an agreement
that when we comeé back onto the bill
that the order of businéss would be to
take up the amendment of the Sena-
tor from Florida, and then to go to the
amendment of the Senator from Ten-
nessee and the Senator from Mary-
land? We are willing to do a time
n.mement of an hour equally divided.

Mr. MITCHELL. Mr. President, 1
would refer the Senator from Tennes-
see and others who have amendments,
and there are a large number of Sena-
tors, to the managers who I believe
will be here early tomorrow and be
prepared to proceed and to set up the
best and most expeditious way of deal-
ing with the bill. I believe the appro-
priate course would be to discuss the
matter with the managers first thing
in the morning.

Mr. GORE. 1 am prepared to, of
course, accept the judgment of the
leader and the manager of the bill, my
good friend and colleague, but may I
get some kind of assurance that there
will not be an effort on the part of the
leaders to use up all of the rematning
time so that those of us who have
been patiently waiting to offer amend-
ments will have to do so under proce-
dures that do not afford any debate at
all?

Mr. MITCHELL. Mr. President, of
course, we will do.our best to accom-
modate as many Senators as possible
in that regard. 1 emphasized earlier

this evening that I and the Republican
leader tried to shorten the time for

debate on some of the matters that
were before us so that there could be
the opportunity for others to offer
amendments. - Understandably, those
who offer the amendments wish to dis-
cuss them. As frequently happens in
the Senate, the debate went on longer
than one would have anticipated at its

beginning. I assure the Senator, and I
assure the managers, who can speak
for themselves, that every effort will

" be made to accommodate every Sena-

tor as possible.

Mr.  GORE. We will be here at 9
o’clock sharp.

Mr. METZENBAUM Will the leader
of the Senate yield for a question?

Mr. MITCHELL. Certainly.

Mr. METZENBAUM. Mr. President,
1 wonder if it would be possible in the
interest of fairness to get unanimous
consent that with respect to any
amendment there would be a time
agreement that not more than a half
hour will be allocated, 15 minutes on a
side, 80 that as many amendments as
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possible could be heard? I think that
would be fair to the Senator from Ten:
nessee” and -many other Senators. 1
think that-is a reasonable proposal. 1
wonder if anybody would object to it?

-Mr. MITCHELL. Mr. President, I

think that is one of many responsible

suggestions for proceeding that has-

been and will be made. I think the best

course is for all interested to come in .

in -the morning and meet with the
managers and attempt to work out a
procedure that provides the most fair
and responsible and expeditious way
of proceeding. I am certain the manag-
ers are committed to that and will be
happy to consider the suggestion from
the Senator from Ohio, the suggestion
of the Senator from Tennessee, the
suggestion of the Senator from Flori-
da, and others in that regard.

Mr. DOMENICL. Will the majority '

leader yield?

Mr. MITCHELL. Certainly.

Mr. DOMENICI. I understand the
time Is running now on this bill. Might
the leader make arrangements so that
it is not, 50 we can move to something
else? So we can get off it and not
waste the time off the bill.

Mr. GRAMM. Why not let them'

debate it tonight?

Mr. MITCHELL, Mr. President, may
I'suggest that all Senators who wish to
offer amendments should be here in
‘the morning and meet with the man-

ceed in the most fair and expeditious
manner in an effort to accommodate
as many Senators as possible. I know
both the distinguished chairman of
the Budget Committee and the rank-
ing member will do their very best to

accommodate the interest of as many .

Senators as possible.

Mr. SASSER. If the majority xeader
will yield for one moment, as we got
underway this morning, the distin-

guished Senator from Florida, Senator .

GRAHAM, was here wishing to present
his'amendment. A list was compiled, 1
think, by the distinguished majority
and - minority leader listing four
amendments that would be in order to

be taken up immediately. One of those’

amendments was the amendment of
the distinguished Senator from Flori-
da. The other three amendments have
been dealt with today in one way or
another. -

Bo I hope that tomorrow morning
we could proceed with the amendment
of the distinguished Senator from
Florida and make every effort to cur-
tail debate so that as many amend-
ments as possible can be taken up and
debated. I might say to my colleagues
that suddenly about 6 o'clock this
evening, amendments started descend-
ing like a snowfall. The list of six
amendments suddenly grew in the
space -of about 10 minutes to 22
amendments. So that gives us some
problem.

I .understand that some of these
amendments perhaps will not be of-
fered. Some of our colleagues I think
have Jooked at what has happened to
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the amendments that have been of-
fered so faf. They have not been

faring very well.

Additionally, some of the it,ems that
will be in other amendments have
been discussed in the Conrad amend-
ment to some extent and in the
Symms amendment to some extent
also. 8o there has been debate on
facets or other amendments that will

‘be introduced. So perhaps we can com-

press the time tomorrow morming and

enter -into -an agreement so that all

Senators may have an opportunity to
speak for some limited time on their
amendments.

The PRESIDING OFFICER (Mr.
SHELBY). The majority leader.

Mr. MITCHELL. I yield to the dis-
tinguished Republican leader.

The PRESIDING OFFICER The
Republican leader. :

Mr. DOLE. Mr. Presldent earller
this evening I had requested of the
distinguished majority leader that we
go to the Executive Calendar because
there are a number of State Depart-
ment nominees that have been held
for -some  time and that I felt we
should move forward. I have been ad-
vised by the Senator who has the hold
that he has been unable to reach
someone by telephone and I think as &
courtesy to him—1I do not think he will

- object tomorrow if we can work out

, y t
8gers to discuss the best way to pro. the problem. I would ask the majority

leader if we could not take those up
immediately after we dispose of the
reconciliation bill tomorrow afternoon.

Mr. MITCHELL. Mr. President, I
will be pleased to do that in accord-
ance with the wishes of the distin-
guished Republican leader. -

Mr. DOLE. 1 thank the majority
leader. _
~ The PRESIDING OFFICER. The
majority leader has the floor.

Mr. MITCHELL. Mr. President, 1
suggest the absence of a quorum,

The PRESIDING OFFICER. The
clerk will call the roll. ]

The assistant legislative clerk pro-
ceeded to call the roll.
. Mr. FORD. Mr. President, I ask
unanimous consent that the order for
the quourm call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is s0 ordered.
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" OMNIBUS BUDGET
RECONCILIATION ACT OF 1990

The ACTING PRESIDENT pro tem-
pore. The clerk will report the pending
business.

The legislative clerk read as follows:

A bill (S. 3209) to provide for reconcilia-
tion pursuant to section 4 of the concurrent
ll'gsgcilution on the budget for the fiscal year

The Senate resumed consideration
of the bill.

Mr. SASSER. Mr. President, as Sen-
ators know this reconciliation bill has
been prepared under a very short
deadline. In order to avoid delay, we
brought the bill to the floor without
printing a formal report. So in an
effort to complete the legislative
record I send to the desk at this time
the report language that the ‘various
committees submitted to the Budget
Committee and ask unanimous con-
sent that this language be printed in
the RECORD at the beginning of debate
on the reconciliation bill today so as
not to interrupt any debate on the bill
itself.

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

® This “bullet” symbol identifies statements or insertions which are not spoken by a Member of the Senate on the floor.
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US8. Bxnate,
CouMITTEE ON PINANCE,
Washington, DC, October 15, 1900.
on. JIM Sasser,
hairman, Commitlee on the Budget, U.S.
Senate, Washington, DC.
DzAz ME. CEAIRMAN: I hereby submit the
atutory language implementing the rec-
nmendations of the Committee on Fi-
anoe for purposes of the reconciliation bill
rovided for in H. Con. Res. 310, the concur-
:nt resolution on the budget for fiscal year
1. Also enciosed are materials which ex-
lain these provisions along with a recom-
.endation of the Committee concerning the
Jdgetary treatment of the social security
*Ogram.
These statutory provisions will reduce out-
y8 for programs within the jurisdiction of
1¢ Committee on Pinance by $4.2 billion in
scal year 1091 and by $52.7 billion over
scal years 1991-1096. The revenue provi-
ons will increase Federal receipts by $117.3
Llion in fiscal year 1991 and by $142.1 over
1e five year period. As directed by the
idget resolution, the Committee on Fi-
ance is also submitting statutory language
hich will provide additional borrowing au-
writy under the statutory debt limit in an
nount not to exceed $1,800 billion.
Sincerely,
LaoYD BENTSKN,
Chairman.
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EXPLANATORY MATERIAL CONCERNING COM-
MITTEE ON Frnanck 1980 RECONCILIATION
SUBMISSION PURSUANT TO HoUSE CONCUR-
RENT RESOLUTION 310

I. Non Revenue Title (title VI of the bill)
(Income security and services, Medicare,
Medicaid, Trade, Pension Benefit Guaranty
Corporation, and child care).

I1. Revenue Title (title VII of the bill).

III. Revenue table prepared by the Joint
Committee on Taxation.

IV. Cost estimate of the Congressional
Budget Office.

V. Vote of Committee in approving the
submission.

V1. Additional views. :

I—Nox Revenuz TrrpE (TrTLE VI OF THE

Brwy)

(b) Table of contents.—

Sec. 6000. Amendment of the Boclal Secur-
ty Act; table of contents.

Bubtitle A—Income Security
PaART I—CHILD SUPPORT ENFORCEMENT
Sec.u?om. IRS intercept for non-AFDC fam-

es.
Sec. 6002. Commission on interstate child
support.
PART II—SUPPLEMENTAL SECURITY INCOME

Sec. 6010. Continuation of medicaid eligibil-
ity under section 1819(b) past age 85.
Sec. 6011. Exclusion from income of impair-
ment-related work expenses.

Sec. 6012. Treatment of royalties and hono-
raria as earned income.

8ec. 6013. Evaluation by pediatrician in
child disability determinations.

8ec. 6014. Concurrent SSI and food stamp
applications by institutionalized individ-

uals. .

Sec. 8015. Reimbursement for vocational re-
habilitation services furnished during
certain months of nonpayment of sup-
plemental security income benefits.

Sec. 60168. Certaln non-cash contributions
received by recipients of SSI benefits ex-
cluded from {ncome.

Sec. 6017. Certain trusts not to be counted
&5 a resource available to the recipient;
trust not income {n month in which it is
established.

Sec. 6018. Notification of certain individuals
eligible to receive retroactive benefits.
ParT III—A1D T0 FAMILIES WITH DEPENDENT
CHILDREN
Bec. 6020. Optional monthly reporting and

retrospective budgeting.

Sec. 6021. Children recelving foster care
maintenance or adoption assistance pay-
ments not treated as member of family
unit for purposes of determining eligibil-
fty for, or amount of, AFDC benefit.

8Sec. 6022. Elimination of term legal guardi-

an,
Sec. 6023. Reporting of child abuse and ne-
lect .

glect.

8ec. 6024. Disclosure of information about
AFDC applicants and recipients author-
ized for purposes directly connected to
State foster care and adoption assist-
ance programs.

Sec. 6025. Repatriation.

Bec. 6026. Good cause exception to required
cooperation for transitional child care
benefits.

Bec. 6027. Technical correction regarding
penalty for failure to participate in
JOBS program.

October 18, 1990

Sec. 6028. Technical correction regarding
AFDC-UP eligibility requirements.

Bec. 8029. Technical amendments to nation-
al commission on children.

Sec. 6030. Family support act demonstration
projects. '

Sec. 6031. Study of JOBS programs operat-
ed by Indian tribes and Alaska Native
organizations.

Bec. 8032. Propsed emergency assistance and
AFDC special needs regulations.

PArT TV—CHILD WELFARE AND FOSTER CARE:
CHILD CARE

Bec. 8040. Clarification of terminology relat-
ing to administrative costs.

Bec. 8041, Section 427 triennial reviews.

Sec. 6042. Independent living initiatives.

Sec. 6043. Grants to States for child care.

PART V—OLD-AGE, SURVIVORS, AND
DISABILITY INSURANCE

Sec. 6050. Continuation of disability bene-
fits during appeal.

Sec. 6051. Repeal of special disability stand-
ard for widows and widowers.

S8ec. 68052. Dependency requirements appli-
cable to a child adopted by a surviving
spouse.

Sec. 6053. Representative payee reforms.

Sec. 6054. Fees for representation of claim-
ants in administrative proceedings.

Sec. 6055. Applicability of administrative res
Judicats; related notice requirements.
Bec. 6056. Demonstration projects relating
to accounting for telephone service

center communications.

Bec. 8057. Telephone access to the Soclal Se-
curity Administration.

Sec. 8058. Amendments relating to social se-
curity account statements.

Bec. 60598, Trial work period during rolling
:A:‘/e-year period for all disabled beneficl-

es.

Sec. 6060. Continuation of benefits on ac-
count of participation in a non-State vo-
cational rehabilitation program.

Sec. 6061. Limitation on new entitlement to
special age-72 payments.

Bec. 6062. Elimination of advanced crediting
to the trust funds of Social Becurity
payroll taxes and revenues from tax-
ation of Social Security benefits.

Sec. 6063. Elimination of eligibility for ret-
roactive benefits for certain individuals
eligible for reduced benefits.

Sec. 6064. Consolidation of old methods of
computing primary insurance amounts.

8ec. 6065. Suspension of dependent's bene-
fits when the worker is in an extended
period of eligibility.

Subtitle B—Medicare
ParT 1—-PROVISIONS RAm\mo ONLY T0 PART

Sec. 6101. Reductions in payments of cap-
ftal-related costs of inpatient hospital
services.

Sec. 8102. Prospective payment hospitals.

Bec. 6103. Reduction in indirect medical
education payments.

Bec. 6104. PPS exempt hospitals.

Sec. 6105. Expansion of hospice benefit.

Bec. 6108. Miscellaneous and technical
amendments relating to part A.

ParT 3—PROVISIONS R;umc ONLY T0 PART

SUBPART A—PAYMENT FOR PHYSICIANRS'
SERVICES

8ec. 6111. Reductions in payments for over-
valued procedures.

Sec. 6112. Radiology services.

Bec. 8113. Anesthesia services.

Sec. 6114, Pathology services.

Sec. 6115. Update for physicans’ services,

Sec. 6116. New physicans.

8ec. 6117. Assistants at surgery.
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Sec. 6118. Advance determinations by carri-

ers.
Sec.uons. Limitation on beneficiary Uabil-

y.
Bec. 8120. Statewide fee schedule areas for
physicians’ services.
8ec. 6121. Technical corrections relating to
physicians payment.
Sec. 8123. Billing for services of substitute
physician,

8ec. 6123. Study of prepayment medical
review screens.

Bec. 6124. Utllization screens for physician

mvls:t.zss in Br:hd?m:mon hospitals.

8125. Study of high volume payment
adjustment.
SUBPART D—PAYMENTS FOR OTHER ITEMS AND
SERVICES

Bec. 6130. Hospital outpatient services.

Bec. 6131. Clinical diagnostic laboratory
services.

8ec. 6132. Durable medical equipment.
Sec. 6133. Orthotics and prosthetics.

SUBPART O—MISCELLANEOUS PROVISIONS
$ec.‘e 6140. Community mental health cen-

rs.
Sec. 6141. Extension of Alzheimer's disease
demonstration projects.
Bec. 6142. Certified registered nurse anes-
thetics.
. Bec. 6143. Federally qualified health centers
and rural health clinics.
8ec. 6144. Beparate payment under part B
:g: services of certaln health profession-

Bec. 6145. New technology IOL's.
Sec. 6146. Rural nursing inventives.

PART 3—Provisions Relating to Parts A and
B

8ec. 6150. End-stage renal disease gervices.

Bec. 6151. Staff-assisted home dialysis.

Bec. 6152. Meodicare as secondary payer.

Sec. 6163. Health maintenance organiza-
tions.

8ec. 6154. Peer review organizations.

8ec. 6155. Improvements in and gimplifica-
tion of medigap policles.

8ec. 6156. Technical and miscellaneocus pro-
visions relating to parts A and B.

Sec. 8157. Living wills and other advance di-
rectives.

PART 4—PROVISIONS RELATING TO PREMIUMS,

DEpucTIBLES, AND COINSURANCE

8ec. 6161. Part B premium.

Sec. 6162. Change in Part B deductible.

Bec. 6163. 20 percent coinsurance for clinical
diagnostic laboratory tests.

8Bubtitle C—Medicaid
ParT I—-PRESCRIPTION DRUG DI1SCOUNTS
8ec. 6201. Reimbursement for prencribed
drugs under medicaid.
PART [1-PURCHASE OF PRIVATE INBURANCE

Bec. 6211. States required to pay premiums,
deductibles, and coinsurance for private
health i{nsurance coverage for medicaid
beneficiaries where cost effective.

Part III-Low Incomz E1LDZRLY

Sec. 8221. 1-year acceleration of an increase
in option amount for buy-in of premi.
ums and cost sharing for indigent medi-
care beneficiaries.

Bec. 8222. Delay In counting Social Security
COLA, iIncreases until poverty guidelines
tmplemented.

Part IV—CHRILD HEALTR

Bec. 6231. Medicaid child health provisions.

Part V—HOME AND COMMUNRITY-BasED
Sxavices

Sec. 6241. Home and community-based care
a8 optional service.

Sec. 6242. Community supported living ar-
rangements services.
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Sec. 6343. Medicaid coverage of personal
care services outside the home.

Paxt VI—-Nuasoec Houx Reroax

8ec. 6231. Medicaid nursing home reform
provisions.

PaRT VII-MISCELLANEOUS AND TECHNICAL
Provisions

8ec. 6261. Demonstration projects to study
the effect of allowing States to extend
medical coverage to certain low-income
families not otherwise gualified-to re-
ceive medicaid benefita.

Bec. 8262. Medicaid respite demonstration
project extended.

Sec. 6263. Demonstration project to provide
medicaid coverage for HIV-positive indi-
viduals, and oertain pegnant women de-
termined to be at rizk of contracting the
HIV virus,

S8ec. 6264. Mental health facility eertifica-
tion demonstration project.

8ec. 6265. Optional State medicaid disability
determinations independent of the
S8oclal 8scurity Administration.

Sec. 6266. Medically needy income levels for
certain member families.

Sec. 6267. Medicaid spenddown option.

8ec. 6268. Limitation on disallowances or de-
ferral of Federal financial participation
for certain inpatient psychiatric hospital
services for individuals under age 21.

Boc. €369. 6-year extension of oertain

project.
8ec. 6271. Medicaid eoverage of alcoholism
and drug dependence treatment services.
Bec. 6272. Home and community-based serv-
ices.

Bec. 6273. Medicaid provisions relating to
health maintenance organizations.

Sec. 6274. Btate flexibility in tndentifying
u‘::m paying disproportionate share hos-
p X

8Sec. 6275. Extension of provision on volun-
tary contributions and provider-specific

taxes.
8ec. 6276. Prohibition on walving reasonable
and adequate payment rates.
8Bubtitle D—Trade Provisions
Paxr I--Custous Uskr Fxzs
Bec. 6301. Customs user fees.
PART II—TECENICAL CORRECTIONS
Bec. 6311. Technical amendments to the
Harmonised Tariff Bchedule.
Bec. 6312. Technical amendments to certain
customs laws.
8ubtitle E—Pension Beneflt Guarantee
Corporation Premjums
Sec. 6401. Increase in premium rates.

8Bubtitle P—Chiid Care and Development
Block Grant
Sec. 8301. Child Care and Development
Block Grant.

Titiz V1—Nox-REVENUX PROVISIONS OF THE
CoMMITTEE ON FINANCE
SUBTITLE A—INCOME SECURITY
Part I-Child Support Enforcement

1. Extension of IRS Intercept for Non-
AFDC Families (Section 6001)

Present law

States may collect child support arrear-
ages of at least $500 owed to non-AFDC
families through the Pederal income tax
refund offset mechanism. This provision ex-
pires at the end of 1980. A similar mecha-
nism {s authorized permanently for AFDC
families, but the limit on arrearages is set at
$150 by regulations. The arrearages must be
owed to & “minor child." Spousal support is
excluded from the definition of support
that can be collected through this offset.
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Proposed change

The provision permanently extends the
present law provision that allows States to
ask the IRS to collect child support arrear-
ages of at least $500 out of income tax re-
funds otherwise due to non-custodial par-
ents. The minor child restriction would be
eliminated for adults with a current support
order who are disabled, as defined under
OASDI or 881. In addition, the offset could
be used for spousal support when spousal
and child support are included in the same
support order,

The provision would take effect on Janu-
ary 1, 1981,

Budget tmpact (In millions): 1091, §1; 1892,
$1; 1993, $2; 1994, $2; 1995, §3; 5-year, $9.
2. EXTEnsI0N OF INTERSTATE CHILD S8UPPORT

CoMM18810K (SECTION 6002)
Present law

The Pamily Support Act of 1983 estab-
lished the Interstate Child S8upport Com-
misgion to report to Congress no later than
May 1, 18981 on recommendations for im-
provements in the child support enforce-
ment system and the Uniform Reciprocal
Enforcement of 8upport Act. The Commis-
sion expires on July 1, 1991.

Proposed change

The provision would extend the life of the
Commission to July 1, 1992 and would re-
quire it to submit its report no later than
May 1, 1992, Also, the provision would au-
m?ze the Commission to hire its own

The provision would take effect on the
date of enactment.

Budget impact (in millions): 1991, 0; 1992,
0; 1993, 0; 1994, 0; 1995, 0; 5-year, 0.

Part II-Supplemental Security Income
1. Work Incentives

(a) Eliminate the Age Limit on Bection 1619
Eligibility (Section 6010)

Present law

To be eligible for the Medicaid-only bene-
fit under the section 1619 work incentive
provisions an individual must be under 6%
years old.

Proposed change

The provision would eltminate this age
limit and would be effective In the eight-
eenth month after the date of enactment.

(b) Treatment of Impairment-Related Work
Expenses (Section 6011)

Present law

Impairment-related work expenses
(IRWE) are excluded from.a disabled indi-
vidual's earnings for determinations of: (1)
whether earnings constitute *‘substantial
gainful activity;” (2) the benetit amount of
an eligible disabled tndividual; and (3) con-
tinuing eligibility on the basis of income.

Proposed change

The proposal would exclude impairment-
related work expenses from income in deter-
mining initial eligibility and reeligibility for
881 benefits, and in determining State sup-
plementary payments.

The provision would take effect for
months following the month of enactment.

(¢) Treat Certain Royalties and Honoraria
a3 Earned Income (Section 6012)

Present law

Under present law, royalties received are
oonsidered unearned income under the 8SI
program unless they are from self-employ-
ment in a royalty-related trade or business.
Honoraria are also considered unearned
income. This results in a dollar-for-dollar
loss of 8SI benefits.
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Proposed change

Any royalty which i{s earned in connection
with the publication of an individual’'s work,
or any honorarium which is received for
services rendered would be treated as earned
income for purposes of 8SI eligibility and
benefit determination. This would mean
that income from these sources wpuld be
disregarded to the same extent that income
from oOther types of earnings is disregarded
(l.e., the first $65 of monthly earnings plus
50 percent of additional earnings). '
. The effective date for the provision would
be the eighteenth month after
the date of enactment.

Budget impact (In millions); 1991, *; 1892,
*: 1993, *; 1094, *; 1995, *; B-year, *,

2. Evaluation of Child’s Disability By
. Pediatricians (Section 6013)
Present law

Present law does not require that a pedia-
trician or other qualified specialist be in-
volved in the evaluation of a child's disabil-
ity case. .

Proposed change

The provision would require the Secretary
of Health and Human Services to make rea-
songble efforts to ensure that a qualified pe-

diatrician or other specialist in a field of

medicine appropriate to the disability of the
child evaluate the child’s disability for pur-
poses of determining eligibility for SSI.

The provision would take effect in the
month beginning 6 months after the date of
ensctment. i

Budget impact (in millions). 1991, *; 1992,
2; 1993, 2; 1994, 2; 1995, 2; B-year, 8.

3. Concurrent Applications for SSI and
Food Stamps (Section 6014)
Present law

Public Law 99-570, the Anti-Drug Abuse
Act of 1986, amended the Social Security
Act to require the Secretaries of HHS and
Agriculture to develop a procedure to allow
institutionalized individugls who are about
to be released to make a single application
for both SSI and food stamp benefits.

Proposed change

The provision would permit the Secretary
of HHS to: (1) use a single application form
for the food stamp and SSI programs; or (2)
take concurrent applications for the B8SI
and food stamp programs.

The provision would take effect on the
date of enactment.

Budget impact (In millions): 1991, *; 1992,
*. 1993, *; 1994, *; 1995, *; 5-year, °.

4. Reimbursement for Vocational
Rehabilitation Services (Section 6015)
Present law

The Secretary of HHS is required to refer
biird and disabled individuals who are re-
ceiving SSI benefits to State vocational re-
habflitation agencies and is authorized to re-
imburse these agencies for the reasonable
and necessary costs of the vocational reha-
bilitation services that are provided to re-
cipients under certain specified conditions.
Reimbursement is not allowable with re-
spect to services provided to individuals who
are not receiving cash benefits but who are
eligible for Medicaid benefits because they
are in “special status” under 1618(b), are in
suspended benefit status, or are receiving
Federally-sdministered State supplementa-
ry payments but not Federal 88I benefits.

Proposed change

The provision would implement a recom-
mendation of the Disability Advisory Coun-
~il to authorize reimbursement for vocation-
al rehabilitation services provided to indivia-
uals who are not currently receiving Federal
881 benefits but who are in “special status’
under section 18198(b), are in suspended ben-
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efit status, or are receiving Federally—ad-
ministered State supplementary payments.
The provision would apply to claims for re-
{mbursement pending on or after the date
of enactment. . T

The provision would take effect on the
date of enactment. -

Budget impact (In mfllions): 1991, *; 1992,
* 1993, *; 1694, *; 1995, *; B-year, °.

_*§. Disregard of Trust Contributions

(Sections 6016-68018)
Present law

The term “trust” is not defined in either
85I law or regulations. 8SI policy, as ex-
pressed in the program’s operating manual,
is to treat a trust as a resource when an in-
dividual owns the assets in the trust and,
acting on his own behalf or through an
agent (such as a representative payee for
SSI benefits), has the legal right to use

“them for his own food, clothing, or shelter.

If, however, the individual does not have
the legal authority to access trust assets for
his own food, clothing, or shelter (e.g., there
is an intervening trustee), the trust is not
considered a resource,

Cash payments made to an individual, in-
cluding those from a trust (regardless of
whether the trust {8 considered & resource),
are considered income in the month re.
ceived. Noncash payments (Le., actual food,
clothing, or shelter) are also considered
income. However, there are special rules
under which noncash payments are pre-
sumed to have a maximum value of one-
third of the Federal 8SI monthly benefit
amount, plus & $20-a-month income exclu-
gion. If a person can show that any in-kind
support and maintenance provided is less
than the “presumed value,” the lesser
amount i8 considered income. Thus, any
cash payments or noncash income for food,
clothing, or shelter affects SSI benefits and
eligibility status.

Proposed change

The SSI statute would be amended to
specify that a trust established for an SSI
recipient to which the recipient does not
have legal access would not be counted as &
resource, and certain non-cash contributions
to a recipient would not be counted 8&s
income. In addition, the Secretary of HHS
would be required to inform the family of a
child who is awarded a retroactive payment
as the result of the decision of the SBupreme
Court in Sullivan v. Zebley that the family
may be able to place the payment in 8 trust
for the benefit of the child. This informa-
tion need not be provided in the form of &
separate notice, but may be included in the
notice of award of the retroactive payment.

Budget impact (In millions): 1891, 0; 1892,
0; 1993, 0; 1994, 0; 1995, 0; 5-year, 0;

Part 111—Aid to Families with Dependent
Children

1. State Option to Require Monthly Report-
ing and Retrospective Budgeting (Section
6020)

Present law

Under section 402(aX14) of the Social Se-
curity Act, States must require families with
earned income Or a recent work history to
provide a monthly report on: (1) income and
family composition during the prior month;
and (2) estimates of the income and re-
sources anticipated in the current or future
months. With the approval of the Secre-
tary, a State may select categories of these
families to report at less frequent intervals,
if monthly reporting is not cost effective.

AFDC eligibllity and benefits are deter-

" mined monthly. Generally, a family’s eligi-

bility for and amount of aid for a month are
based on the family’s income, composition
and resources in that month. However,

October 18, 1990

under section 402(aX13) of the Social Secu-
rity Act, for families who are subject to
monthly reporting requirements, States are
required to calculate benefits based upon
retrospective budgeting. Under retrospective
budgeting, although eligibility I8 based on
the family’s circumstances in the current
month, payment amounts are based on the
family's income in the first or second month
preceding the current month.
Proposed change

‘The provision would glve BStates the
option of specifying from which categories
of families, if any, monthly reports will be
required. If the State exercises the option, it
must describe in its State plan the catego-
ries subject to the reporting requirement.
Further, the State may choose to apply the
retrospective budgeting technique to any
one or more of the categories to whom the
reporting requirement applies.

The provision would take effect with re-
spect to reports pertaining to, or ald payable
for, months after September 1990,

Budget impact (In millions); 1991, *; 1892,
*: 1993, *; 1994, *; 1995, *; 5-year, *;

2. Treatment of Foster Care Maintenance
Payments and Adoption Assistance (Sec-
tion 6021)

Present law

Prior to October 1, 1984, a child receiving
State or Federal foster care maintenance
payments or adoption assistance did not
have to be included in the AFDC family
unit, and the income and resources of the
child did not count as the income and re-
sources of the AFDC family. A family unit
rule implemented as part of the Deficit Re-
duction Act of 1984, however. required that
any parent or sibling of a dependent child
be included in the AFDC unit. This rule ap-
plied to any sibling receiving foster care or
adoption assistance.

The Tax Reform Act of 1986 amended
AFDC law retroactively to October 1, 1984
to provide that, in determining & family's
eligibility for or amount of AFDC benefits,
a child receiving foster care maintenance
payments under title IV-E would not be re-
garded as & member of the family, and the
income and resources of the child would not
be counted as the income and resources of
the family (Section 478 of the Social Securi-
ty Act).

Proposed change

A child receiving State and/or local foster
care maintenance payments would not be
regarded as a member of an AFDC family
for purposes of determining & family’s eligi-
bility for or amount of AFDC benefits, and
the child’s income and resources would not
be counted as the income and resources of
the family.

Further, a child receiving adoption assist-
ance Dayments under title IV-E, or Btate
and/or local adoption assistance payments
would not be regarded as a member of an
AFDC family for the purposes of determin-
ing a family’s eligibility for or amount of
AFDC benefits, and the child’s income and
resources would not be counted as the
income and resources of the family unless
this would result in lower benefits for the
family.

The provision would also move the section
478 provision, as amended, from title VI-E
of the Social Security Act to title IV-A.

The Drovision would take effect in the
month beginning six months after the date
of enactment.

Budget impact (In millions): 1991, *; 1992,
1; 1993, 1; 1994, 1; 1995, 1; 5-year, 4.
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3. Eliminating the Use of the Term ‘“‘Legal
Guardian” (Section §022)
Present law

Bection 402(aX39) of the Bocial Security
Act requires that, in determining AFDC
benefits for a dependent child whose parent
or legal guardian {5 under the age of 18, the
State agency must include the income of
the minor parent’s own parents or legal
guardian who are living in the same home.

Proposed change

The provision would delete all references
o legal guardians.

Legal guardianship is not relevant to eligi-
bility determination or the deeming of
income under the AFDC program. For ex-
ample, the use of the term “legal guardian"
in the first instance is frrelevant since, even
if such a guardian were appointed, the child
would not be eligible for AFDC unless living
with a relative specified in section 406 of the
Social Security Act.

The use of the term “legal guardian”_in
the second instance is alsoinappropriate in
the context of the AFDC statute. Unlike the
parent-child relationship, legal guardian-
ship has not been a basis for attributing
income to AFDC beneficiaries. Using legal
guardianship a8 a source of attributed
income in three-generation families creates
unequal treatment under the program. For
example, if & minor child is living with an
aunt who is her legal guardian, the aunt's
income {5 not automatically attributed to
the AFDC beneficiary; however, if the
minor has a child, the guardian’s income is
included in the AFDC determination for the
minor and her child.

The provision would take effect on the
date of enactment.

Budget impact (in millions): 1891, 0; 1992,
0; 1993, 0; 1994, 0; 1995, 0; 5-year, 0.

4. Reporting of Child Abuse and Neglect

(Section 6023)
Present law

Under current law, both the title IV-A
(AFDC) and title IV-E (foster care and
adoption assistance) State plan require-
ments stipulate that State agencies must
report to appropriate court or law enforce-
ment agencies instances of a child receiving
program ald who is residing in a home that
is unsuitable because the child is subject to
abuse, neglect or exploitation (Sections
402(aX16) and 471(a)8) of the Social Secu-
rity Act).

Proposed change
The provision would amend the AFDC,

foster care and adoption assistance State -

plan requirements to require that each
State agency report, to an appropriate
agency or official, known or suspected in-
stances of child abuse and neglect of a child
receiving program ald. This would include
instances of physical or mental injury,
sexual abuse or exploitation, or negligent
treatment or maltreatment under circum-
stances which indicate that the child’s
health or welfare is threatened. The State
agency would also be required to provide
such informsation with respect to the situa-
tion as it may have.

The provision would take effect on the
date of enactment.

Budget impact (in millions);
1893 1994° 1995° 5-year,*.

8. Permissible Uses of AFDC Information

(Section 6024)
Present law

Bection 402(aX9) of the Social Security
Act restricts the use of disclosure of infor-
mation about AFDC applicants and recipi-
ents to purposes directly connected with: (1)
the administration of the AFDC program or
several other specified Social Security Act

1991° 1992°
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programs; (2) any investigation, prosecution,
or criminal or civil proceeding conducted in
connection with such programs; (3) the ad-
ministration of any other Federal or Feder-
ally-assisted program providing assistance
or services to individuals on the basis of
need; and (4) any audit of such programs.

Proposed change
The provision would add an explicit refer-
ence to title IV-E, the foster care and adop-
tion assistance programs, to the list of pro-
grams for which information about AFDC

.applicants and recipients may be made

avallable.

The provision would take effect on the
date of enactment.

Budget impact (in milling): 1991, 0; 1992, 0;
1993, 0; 1994, 0; 1995, 0; 5-year, 0.

6. Repatriation (Section 6025)

Present law

Section 1113 of the Bocial Security Act au-
thorizes the Secretary to provide temporary
assistance to U.S. citizens and their depend-
ents if they: (1) have returned or been
brought from a foreign country to the U.S.
because of destitution or fiilness, or war,
threat of war, invasion or similar crisis; and
(2) are without resources.

Prior to June, 1990, the maximum amount
of temporary assistance that could be pro-
vided in one fiscal year equaled $300,000. In
June, 1990, the Secretary requested that the
$300,000 limit be increased to $1 million, to
sccommodate the repatriation of several
hundred Americans from Liberia. This in-
crease was enacted in P.L. 101-382. Accord-
ing to the Secretary, the subsequent Iraqi
invasion of Kuwait has placed new and un-
predictable demands on the repatriation
program. The Secretary expects the result-
ing program costs to exceed $1 million.

) Proposed change

The provision temporarily repeals the $1
million spending cap for the repatriation
program for fiscal year 1990 and 1991, and
permits HHS to receive gifts from 'hose
wishing to contribute assistance to repatri-
ated Americans through the repatriation
program.

Budget impact (In millions): 1991,
2; 1993, 0; 1994, 0; 1895, 0; 5-year, 4;

7. Technical Amendment to Allow Good
Cause Exception (Section 6026)

Present law

Under current law, as a condition of eligi-
bility for AFDC, a parent must cooperate
with the child support enforcement (IV-D)
agency in establishing paternity, and in ob-
taining and enforcing a support order unless
there is ‘“good cause” for refusal. “Good
cause” includes such factors as reasonable
belief that cooperation could result in phys-
fcal or emotional harm to the child or care-
taker relative, and other factors established
by regulation. The Family Support Act of
1988 established a similar requirement for
cooperation with the IV-D agency in order
for a family to be eligible to receive child
care transition benefits. However, the “good
cause” exception was omitted.

Proposed change

The good cause exception from coopera-
tion with the IV-D agency would be made
applicable to transitional child care benefits
to make it consistent with the exception
that applies to AFDC cash benefits.

The provision would take effect on the
date of enactment.

Budget impact (In millions): 1991, 0; 1892,
0; 1983, 0; 1984, 0; 1995, 0; 5-year, 0.

21992,
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8. JOBS Technical Correction Regarding
Penalty for Failure to Participate (Section
8027)

Present law

The Family S8upport Act of 1988 added &
penalty provision to the AFDC statute (sec-
tion 402(aX198)(G)) that provides that if the
principal earner (In the case of a family eli-
gible on the basis of the unemployment of
the principal earner (AFDC-UP) fails to
participate in the JOBS program as re-
quired, the needs of that individual will not
be taken Into account in determining the
amount of the family’'s AFDC benefit. If the
spouse is not participating, the needs of the
spouse will also not be taken into account.
‘The penalty does not apply to benefits on
behalf of any child in the family. When this
new penalty language was added, however,
the language contained in section 407 im-
posing a penalty for any child in the family
if the principal earner failed to meet em-
ployment and training participation require-
ments was not repealed.

Proposed change

The statute would be clarified by repeal-
ing the penalty language in section 407 that
requires a reduction in AFDC benefits on
behalf of a child in an AFDC-UP family {f
the principal earner fails to participate in
the JOBS program.

The provision would take effect on the
date of enactment.

Budget impact (in millions): 1991, 0; 1892,
0; 1993, 0; 1994, 0; 1995, 0; 5-year, 0,

9. Technical Correction Regarding AFDC-
UP Eligtblity Requirements (Section 6028)

Present law

Prior to October 1, 1990, participation in
the Work Incentive (WIN) and Community
Work Experience (CWEP) programs count-
ed in the definition of “‘quarter of work” for
purposes of qualifying a family for AFDC-
UP. Title IV of the Family Support Act of
1988 amended the definition of “quarter of
work"” to include participation in JOBS, but
deleted references to WIN and CWEP. The
result is that beginning October 1, 1990.
prior participation in WIN or CWEP will
not count toward the “quarter of work" re-
quirement for purposes of establishing eligi-
bility for AFDC-UP.

Proposed change

Section 407(d) would be amended to allow
participation in WIN and CWEP prior to oc-
tober 1990 to count toward the “quarter of
work"” requirement for purposes of AFDC-
UP eligiblity.

The provision would take effect on the
date of enactment.

Budget impact (in millions): 1891, *; 1892,
. 1993, *; 1994, *; 1995, *; 5-year, °.

10. Children's Commission Reporting Date
(Section 6029)

Present law

The National Commission on Chlldren is
directed to study and recommend to the
President and the Congress ways to improve
the well-being of children. P.L. 101-239 in-
cluded an amendment to the original legis-
lation that was intended to establish a final
reporting date for the Commission of March
81, 1991. The Amendment as enacted, how-
ever, includes a technical error.

Proposed change

The statute would be corrected to clarify
that the final reporting date for the Com-
mission is March 31, 1891.

The provision would take eﬂect. on the
date of enactment.

Budget impact (in millions): 1691, 0; 1892,
0; 1993, 0; 1994, 0; 1995, 0; 5-year, 0.
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11. Community Development Demonstra-
tion Technical Correction (Section 9030)

Present law

The FPamily SBupport Act of 1888 author-
teed the Becretary of HHS to enter into
sgréements with up to 10 nonprofit organi-
sations (Including community development
corporstians) for the purpose of conducting
demonstration projects to create employ-
ment opportunities for certaln low income
Individuala, The authorization for the dem-
oonstrations is $8.5 million for each of fiacal
years 1860, 1991, 1892

Proposed change

The statute would be clartfied to specify
that the Secretary could enter into agree-
ments with up to 10 nonprofit organizations
each year. There would be no increase in
the authorisation

Budget impact (Iin millions): 1891, 0; 1992,
0; 1993, 0; 1894, 0; 1988, @; 5-year, 0.

12. GAO Btudy of JOBS Funding for Indian
Tribes (Section 8031)

Present hw

Under the FPamily Bupport Act of 1938,
Indian tribes (or Alaska Native organiza-
tions) may apply to operate JOBS pro-
grams. The statute required that, in order
to be considered by the Secretary, an appl-
cation for Federal funding must be made
within six months after enactment of the
Family SBupport Act.

If an application is approved, the Secre-
tary may grant funds to the tribe or Alaska
Native organization (without a non-Federal
matching requirement) to operate a JOBS
program. The amount of funds is based on
the ratio of adult recipients in the tribe rel-
ative to the adult recipients in the State.
(The State’s cap is appropriately reduced.)
Requirements of the JOBS program may be

they are inappropriate.

Proposed change
The bill would direct the General Ae-
oounting Office to conduct a study of how
the provisions with respect to Indian tribes
and Alaska Native organizations have been
fmplemented by the Secretary and by such

tribes and organizations, to describe any
problems that may have been experienced
fn fmpiementing the provisions, to deter-
mine to the extent possible the etfectiveness

that could be made to improve the effective-
ness of such programs.

Budget impact (in millions): 1981, *; 1992,
0; 1993, 0; 1994, 0; 1905, §; 5-year, .

13. Moratorium on Final Reguations for
. Emergency Assistance (Section 6032)

Present law

The Omnibus Budget Reconciliation Act
of 1989 (P.L. 101-239) included a provision

The date on prohibition of fssuance of
final regulations would be extended to Octo-
ber 1, 1891.

Budget tmpact (in milions): 1991, 0; 1982,
0; 1993, 0; 1004, §; 1095, 0; 5-year, 6.
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Part IV—Child Welfare, Foster Care, end
Child Care

1. Accounting for Admintstrative Costs
{Bection 8040)

Present law

States are entitied to Federal reimburse-
ment at a rate of 50 percent for expendi-
tures made for the proper and efficient ad-
ministration of the State title IV-E plan,

Under current law and regulation, Federal
matching for administrative costs includes
matching for activities that involve place-

for, and participation in, jodicial
child; periodic reviews of the child’s case

costs go for child placement activities as op-
to erdinary administrative overhead,
the Inspector General has estimated that
only about 20 percent of foster eare admin-
istrative costs represent what are tradition-
ally considered administrative overhead ex-

E

Proposed change
Title IV-E would be amended to specifical-
iy add “child placement services” as activi-
ties for which States are entitled to recetve
Federal reimbursement. This is not intend-
ed in any way to change the type of activi-
ties for which States are currently allowed
to claim Federal reimbursement as an ad-
ministrative cost under title IV-E. In order
to provide the Congress with more specific
information an how these child placement
and administretive matching funds are
being spent, the Congress expects that the
Secretary will develop and establish uni-
form definitions for the activities reimburs-
able as child placement services and admin-
istration, and will require the States to ac-

The Drovision would take effect an the
date of enactment.
Budget impact (In millions): 1891, 0; 1892,
0; 1993, 0; 1994, 0; 1895, 0; 5-year, 0.
3. Section 427 Triennial Reviews (Section
6041)
Present law

Public Law 96-272. the Adoption Assist-

have developed policy and procedures to im-
piement the section 427 requirements for all
children in foster care under the responsi-
bility of the Btate. The second stage of the
review is the case record survey which con-
firms that the policies are being implement-
ed throughout the State.

An initial review is conducted for the
fiscal year in which the State first certifies
fts eligibility. 1f a Btate meets the initial
review, & subsequent review is conducted for
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the following fiscal year. States that meet
the requirements of this subsequent review
will be reviewed for the third fiscal year fol-

of 1989 included & provision which prohibit-
ed the Secretary from, before October 1,
1980, reducing payments to, seeking repay-
ment from, or withholding any payments
for any State as a result of a disallowance
determination made in connection with a
triennial review of State compliance with
the section 427 foster eare protections, for
any fiscal year proceding fiscal year 1981.

HHS has eonvened & department-wide
task farce to review and revise the current
section 427 review process. Draft regulations
are expected during calendar year 1981,

Proposed change

The provison would extend the current
prohibition on reducing payments o, seek-
ing repayment from, or withholding pay-
ments from States to October 1, 1981, to
apply to any determinations made in conec-
tion with a triennial review for any Federal
fiscal year preceding fiscal year 1992.

The Provision would take effect on Octo-
ber 1, 1990.

Budget impact (in millions): 1991, 0; 1992,
0; 1893, 0; 1994, 0; 1995, 0; 5-year, 0.

3. Independent Living to Age 21 at State

Option (Section 6042)
Present law

The Independent Living Initiatives Pro-
gram is a State entitiement program under
title IV-E designed to help ease the transi-
tion of foster children age 16 and older to
independent living. Independent living serv-
ices may include school and vocational
training, living skills training, housing loca-

ing service coordination, outreach, and the
development of plans for independent living
as part of the case plan.
Proposed change

The statute would be amended to aliow
States to include youths who have been
“discharged” from the foster care system in
services provided under the indepenedent
living program, up to age 21.

The provision would take effect on Octo-
ber 1, 1890.

Budget tmpact (in millions): 1991, 0; 1892,
0; 1993, 0; 1994, 0; 1995, 0; b-year, 0.

4. Grants to States for child care (Section

€043)
Present law

Federal matching is avaflable to States on
an entitlement basis to provide child care
for AFDC parents who are participating in
the JOBS program, and to provide child
care for a period of 12 month after the
family loses eligibility for AFDC as & result
of increased hours of, or increased income
from, employment.

Proposed change

Funding for the existing title IV child
care program would be increased to provide
$65 million for each of fiscal years 1991-
1995 to enahle States to provide child care
to low income non-AFDC families that the
State determines (1) need such care in order
to work, and (2) would otherwise be at risk
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of becoming dependent upon AFDC. Capped
entitlement funds would be allocated on the
basis of child population. Rules relating to
Federal matching rates, standards, reim-
bursement, and fee schedules would remain
the same as in current law. States would be
required to report annually to the Becretary
on child care activities carried out with
funds under this entitlement. It is the Com-
mittee’s intent that States will have maxi-
mum flexibility in determining how these
funds are used.

In saddition, the authorization for grants
(enacted in the Family S8upport Act of 1988)
to enable States to improve their child care
licensing and registration requirements and
_procedures, and to monitor child care pro-
vided to children receiving AFDC, would be
extended to provide $35 million for each of
fiscal years 1992, 1893, and 1994 for these

purposes.
Budget impact (in millions): 1991, 39; 1992,
57; 1993, 65; 1994, 65; 1995, 65; 6-year, 201.
Part V—Old-age, Survivors, and Disability
Insurance
1. Make Permanent the Continuation of

Disabllity Benefits During Appeal (Sec-
tion 8050)

Present law

A disability fnsurance (DI) beneficiary
who is determined to be no longer disabled
may appeal the determination sequentially
through three appellate levels within the
Boclal Security Administration (SSA): a re-
consideration, usually conducted by the
State Disability Determination Service that
rendered the initial unfavorable determina-
tion; a hearing before an SSA administra-
tive law judge (ALJ); and a review by a
member of SSA’s Appeals Counctl.

The beneficiary has the option of having
his or her benefits continued through the
hearing stage of appeal. If the earlier unfa-
vorable determinations are upheld by the
ALJ, the benefits are subject to recovery by
the agency. (If an appeal is made in good
faith, benefit recovery may be waived.) Med-
fcare eligibility is also continued, but medi-
care benefits are not subject to recovery.

The Disabllity Reform Amendments of
1984 (P.L. 98-460) provided benefits through
the hearing stage on & temporary basis.
This provision was subsequently extended,
most recently by the Omnibus Budget Rec-
onciliation Act of 1989 (P.L. 101-239). That
Act extends the provision to appeals of ter-
mination decisions made on or before De-
cember 31, 1890. Under this latest extension,
payments may continue through June 30,
1991 (i.e., through the July 1991 check).

Proposed change

The provision would make the temporary
provision permanent. Thus, on a permanent
basis, beneficlaries would have the option of
having their DI and medicare benefits con-
tinued through the hearing stage of appeal.
As under current law, DI benefits would be
subject to recovery where the ALJ upheld
the earlier unfavorable decision, while medi-
care benefits would not be subject to subse-
quent recovery.

The provision would be effective upon en-
actment.

Budget Impact (Iin millions); 1991, 9; 1992,
40; 1993, 53; 1994, 62; 1995, 71; 5-year, 235.

3. Improvement of the Definition of Disabil-
ity Applied to Disabled Widow(er)s (Sec-
tion 68051)

Present law

A widow(er) or surviving divorced spouse
of & worker may be entitled to widow(er)'s
benefits if he or she is age 60, or at any age
if he or she is caring for the worker's child
who i3 under age 16. A widow(er) or surviv-
ing divorced spouse with no child in care
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and who {8 under age 60 but is at least age
50 may be eligible for widow(er)’s benefits
a8 & disabled widow(er).

Cenerally, disability is defined as an in-
ability to engage in any substantial gainful
activity (defined n regulations as earnings
of $500 per month, effective January 1,
1980) by reason of a physical or mental im-
pairment. The impairment must be medical-
1y determinable and expected to last for not
less than 12 months or to result in death. A
person (other than a disabled widow(er))
may be determined to be disabled only fif,
due to this impalirment, he or she {8 unable
to engage ln any kind of substantial gainful
work, considering his or her age, education
and work experience, which exists in the na-
tional economy.

The definition of disability which is ap-
plied to widow(er)s, however, is stricter than
that which is applied to workers and to Sup-
plemental Becurity Income (SS]) disability
applicants. Pirst, & widow(er) must have a
disability severe enough to prevent him or
her from engaging in “any gainful activity”
(little or no earnings at all) rather than sub-
stantial gainful activity (ordinarily, éarnings
of more than $500 per month). Second, for a
disabled widow(er) the three vocational fac-

tors used in determining a worker’s disabil- -

{ty—age, education, and work experience—
are not considered. Therefore, the disability
must be established based on medical evi-
dence alone.

Once 8SA determines that an individual is
disabled, there is a five-month waiting
period before disability benefits are payable.
Once disability benefits begin, there is a 24-
month waiting period for entitlement to
medicare benefits.

The stricter test of disability for disabled
widow(er)s was established in the Social Se-
curity Amendments of 1867, which created
this new entitlement to benefits. In explain.
ing the reasons for the more restrictive
rules, Chairman Wilbur Mills stated on the
House floor, “We wrote this provision of the
bill very narrowly, because it represents &
step into an unexplored area where cost po-
tentials are an important consideration.”

Proposed change

The provision of benefits to widow(er)s on
the basis of disability has been found not to
be a significant cost to the trust fund.
Therefore, the provision would repeal the
stricter defintion of disability that must be
met by a disabled widow(er) age 50-59 in
order to qualify for widow(er)’s benefits and
instead apply the definition of disability
used for workers. Widow(er)s who had been
receiving SSI disability benefits or social se-
curity disability benefits on their own work
records prior to becoming eligible for dis-
abled widow(er)'s benefits would be able to
count the months beginning with the
month they first received these benefits
toward satisfying the five-month waiting
period for disability benefits and the 24-
month waiting period for medicare benefits.
In addition, widow(er)s who receive SSI dis-
ability benefits prior to becoming entitled to
disabled widow(er)'s benefits would not lose
medicald eligibility as a result of receiving a
higher social security benefit, but only for
30 long as they are not entitled to medicare
benefits.

The provision would be effective for bene-
fits payable for months after December,
1990, but only on the basis of applications
filed on or after January 1, 1891. The Secre-
tary would not be required to make & new
determination of disability for widow(er)s
receiving SS8I or disabled worker’'s benefits
prior to becoming entitled to disabled
widowter)'s benefits. 8SA would be required,
to the extent possible, to notify such indi-
viduals of their eligibility for disabled
widow(er)’s benefits.
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Budget impact (in millions): 18981, 21; 1992,
51; 1993, 83; 1994, 10?; 1995, 128; 5-year, 385.

3. Payment of Benefits to a Child Adopted
by a Burviving S8pouse (Section §052)

Present law

A child adopted by the surviving spouse of
a deceased worker must meet two tests in
order to the entitled to benefits as a surviv-
ing child. First, adoption proceedings must
have been initiated prior to the worker's
death, or the adoption must have been com-
pleted within two years of the worker's
death. Second, the child must have been
living in the worker’'s home and cannot have
been receiving support from any source
other than the worker or the spouse (e.g., 8
foster care program) in the year prior to the
worker's death.

Proposed change

A child adopted by the surviving spouse of
s deceased worker would be entitled to sur-
vivor's benefits if the child either lived with
the worker or received one-half support
from the worker in the year prior to death.
The requirements relating to the timing of
the adoption would not be changed.

The provision would be effective with re-
spect to benefits payable for months after
December 1990, but only on the basis of ap-
plications filed on or after January 1, 1991.

Budget impact (in millions): 1891, *; 1992,
1; 1993, 1; 1994, 2; 1995, 2; 5-year, 8.

4, Improvements in the Representative
Payee System (Section 6053)

Present law

Under current law, the Becretary of
Health and Human Services may appoint a
relative or some other person (known as 8
“representative payee'’) to receive social se-
curity or SSI benefit payments on behalf of
a beneficlary whenever it appears to the
Secretary that the appointment of a repre-
sentative payee would be in the best interest
of the beneficlary.

The Secretary is required to investigate
each individual applying to be a representa-
tive payee either prior to, or within 45 days
after, the Secretary certifies payment of
benefits to that individual. Present law does
not specify what shall be included in the in-
vestigation.

The Secretary is required to maintain a
system of accountability monitoring under
which each representative payee is required
to report not less than anually regarding
the use of the payments. The Secretary is
required to review the reports and identify
instances where payments are not being
properly used.

Any individual convicted of a felony under
section 208 or section 1632 of the Social Se-
curity Act may not be certified as a repre-
sentative payee.

Proposed change

a. Investigations of representative payee

applicants

During the investigation of the represent-
ative payee applicant, the Secretary would
be required to: (1) require the representa-
tive payee applicant to submit documented
proof of identity; (2) conduct & face-to-face
interview with the representative payee ap-
plicant when practicable; (3) verify the
social security account number or employer
{dentification number of the representative
payee applicant; (4) determine whether the
representative payee applicant has been
convicted of a social security felony under
section 208 or section 1632 of the Social Se-
curity Act; and (5) determine whether the
representative payee applicant had ever
been dismissed as & representative payee for
misuse of & beneficiary’s funds. An individ-
ual who had been convicted of & felony



after January 1, 1991; and (3) provide such a
list to local field offices. 1f the computer

commmaeeexpecu&besmytoamlyv

this definition under this provision.

The Secretary would be required to main-
tain & centralired, current file readily re-
trievable by all local 8SA affices of: (1) the
address and social security account number
(or employer identification number) of each
representative payee; and (2) the address
and soclal security account number of each
beneficiary for whom each representative
payee {3 providing services as representative
payee. In addition, local service offices
would be required to maintain a list of all
public agencies and community-based non-
profit social service agencies qualified to
eerve a8 8 representative payee in the ares
served by such office.

Current law prohibits any indtvidual con-
victed of & felony under section 208 or sec-
tion 1632 of the Social Becurity Act from
serving as representative payee. The provi-
sion would require SSA to maintain a st of
those convicted and make it readily svafl-
able to local field offices.

b. Withholding of benefits

In cases where the Secretary is unable to
fine a representative payee, and the Secre-
tary es that it would cause the
social security beneficiary or SSI recipient
substantial harm to make direct payment,
the Secretary would be permitted to with-
hold payment for up to one month. Not
later than the expiration of the one manth
period, the Secretary would be required to

direct payment to the beneficlary
starting with the current months’ benefit
unless the beneficiary and had been declared
legally incompetent or was under age 15.
Retroactive bepefits would be withheld
until & representative payee has been ap-
pointed ar the Secretary determines a suita-
ble representative payee could not be found.
Retroactive benefits would be paid over
such period as the Secretary determines is
in the best tnterest of the beneficiary.

It is not the intention of the Committee to
encourage 88A to withhold benefits from a
beneficiary whom the Secretary has deter-
mined to need a representative payee. The
beneficiary should be paid directly if at all
possible, especially if the beneficiary had
been using the benefit payment to meet Im-
mediste needs such as ghelter, food and
clothing.

The Committee does not wish 8SA to view
the one month withholding period as g rou-
tinely acceptable’length of time in which to
{ind a representative payee. The Committee
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Secretary takes prompt
action tonlnlmheh&ermpumol benefits.
¢ Limitations on the appointment of
reprezentative payee
An individual who is a creditor providing
goods and services to an OASDI or 8SI ben-

who resides In the same household as the
beneficiary; (2) a legal guardian or repre-
sentative (3) a facflity licensed or certified
under State or local law; (4) an administra-
tor, owner, or employee of such facility if
the beneficiary resides in the facility and
the local social security office has made a
good faith effort to locate an alternative
representative payee; and (5) an individual
whom the Secretary determines to be ac-
ceptable based on a written finding reached
under established rules that require the in-
dividual to show to the satisfaction of the
Secretary that he ar she poses no risk to the
beneficiary, that the individual's financial
relationship with the beneficlary poses no
substantial conflict of interest, and no other
more suitable representative payee exists.

d. Appeal rights and notices

The beneficiary would have the right to:
(1) appeal the Becretary’s determination of
the need for a representative payee; and (2)
appeal the designation of & particular
person Lo serve &8 representative payee. In
appealing either the determimation or the
designation, the beneficiary (or the appli-
cant in cases of initial entitiement) would
have a right to review the evidence upon
which the determination was based and to
submit additional evidence to support the
appeal.

The Secretary would be required to send a
writien notice of the determination of the
need for a representative payee to the bene-
ficiary (Other than s child under age 18
living with his parents), and each person au-
thorized to act on behalf of an individual
who is legally incompetent or is & minor.

The provision would require that the no-
tioes be provided in advance of any benefits
being paid to a representattve payee. In ad-
dition, the notice must be elearly written
and explain the beneficiary’s rights in an
easily understandable mammer.

¢. High-risk representative payees

‘The SBecretary would be required to study
and provide recommendations as to the fea-
sibllity and desirability of formulating
stricter accounting requirements for al
high-risk representative payees and provid-
ing for more stringent review of all account-
fng from such representative payees. The
Secretary would be required to define as
high-risk representative payees: (1) non-reil-
ative representative payees who do not live
with the beneficiary; (2) those who serve as
a representative payee for five or more
beneficiaries (under title IL title XVI or a
combination thereof) and who are not relat-
ed to them; (3) creditors of the beneficlary;
and (4) any other group determined by the
Secretary to be high-risk,

The purposes of the provision is to ident-
fy groups or individuals serving as repre-
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sentative payee who may be likely to misuse
or improperly use benefit payments. At a
minimum, the Committee expects 8SA to
examine board and care operators, nursing
howmes, and individuals who are not related
to the beneficiary. The proposal does not
apply to Federal or State governmental in-
stitutions.

1. Underpayment of benefits

In cases where the negligent faiture of the
Secretary to investigate or monitor 2 repre-
sentative payee result in misused benefits,
the Secretary would be required to make re-
payment to the beneficiary. In addition, the
Secretary would be required to make a good
faith effort to obtain restitution of any mis-
used funds.

¢. Pee for representative payee services

Community-based non-profit social service
agencies, in existence on October 1, 1888,
which are banded or licensed by their states
and regularly serve as representative payees
for five or more beneficiaries would be al-
Jowed to collect 8 monthly fee for represent-
ative payee services. The fee would be col-
lected from the beneficiary’s social security
or SSI payment not to exceed the lesser of
;en percent of the monthly benefit due or

25.

The provision would sunset after three
years. The Secretary would be required to
keep track of the number and type of
groups who participated under this provi-
sion and report back to the Committee on
Ways and Means and the Committee on Fi-
nance at the end of two years.

In general, the provision would prohibit
an agency which is a creditor of the benefi-
clary from serving as a representative payee
but would require the Secretary to develop
regulations whereby exceptions would be
granted on a case by case basis if the excep-
tion is in the best interest of the benefici-
ary.

‘The term “community-based, non-profit,
social service sgencies” means non-profit
social service agencies which are representa.
tive of communities or significant segments
of communities and that regularly provide
services for those in need. Guardian, Inc., of
Calhoun County, Michigan, {s 4an example
of s non-profit organization which regularly
provides representative payee services. The
Salvation Army, Catholic Charities, and Lu-
theran Soclal Services are examples of agen-
cles providing social services to the needy.

Qualified arganizations which charge or
collect, or make arrangements to charge or
collect, a fee in excess of the maximum fee
would be subject to a fine of not more than
$10,000.

Currently, SSA permits an individual serv-
ing as a representative payee to be reim-
bursed from the beneficiary’'s check for
actual out-of-pocket expenses {ncurred on
behalf of the beneficiary. These expenses
include items such as stamps, envelopes, cab
fare, or long-distance phone ealls. It is the
intention of the Committee that such indi-
vidua) representative payees would continue
to be reimbursed tn this manner. The Com-
mittee does not intend these representative
payees Lo recetve any fee fOr serv-
fces.

The Gebneral Accounting Office would be
directed to conduct 8 study of the advan-
tages and dissdvantages of allowing qusli-
fied organizations that charge fees Lo serve
as representative payees to individuals who
receive social security and SSI benefits, and
to report its finding to the Finance and
Ways and Means Committee by January 1,
1993.

h. Studles and demonstration projects

() The Becretary would be required to
enter into demonstration arrangements
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with not fewer than two states under which
the Secretary would send to such states a
list of all addresses where OASDI and 8SI
benefit payments are received by five or
more unrelated beneficlaries. The Secretary
would be required to send the information
to the state agencles primarfly responsfble
for regulating care facilities or for providing
adult or child protective services in the par-
ticipating states.

The purpose of this demonstration project
is to determine whether providing such in-
formation to the state protective service
agencies would be useful in locating unli-
censed board and care homes.

(i) The Becretary would be required to
study the feasibllity of determining the type
of representative payee applicant most
likely to have a felony or misdemeanor con-
viction, the suitability of individuals with
prior convictions to serve as representative
payees, and the circumstances under which
such applicants could be allowed to serve as
representative payee,

The information obtained from this study
would assist the Committee in determining
whether there are circumstances under
which an individual with a conviction
should be permitted to serve as a represent-
ative payee.

(1i1) The Becretary of Health and Human
8ervices, In consultation with the Becretary
of the Treasury and the Attorney General,
would be required to study the feasibility of

establishing and maintaining a list of the

names and social security account numbers
of those who have been convicted of social
security or 881 check fraud violations under
section 495 of title 18 of the U.S. Code. As
part of the study, the Secretary would be re-
quired to consider the feasibility of provid-
ing such a list to social security field offices
in order to assist claims representatives in
the investigation of representative payee ap-
plicants. The Becretary would be required to
report the results of the study, together
with any recommendations, to the Commit-
tee on Ways and Means and the Committee
on Finance no later than July 1, 1992,

Law enforcement agencies do not report
violations under section 495 of title 18 of
the U.S. Code to either SSA or the Depart-
ment of Health and Human Services Inspec-
tor General. As & result, SSA is often un-

aware of arrests and convictions of individ--

uals for violations under this section and
therefore fails to obtain restitution or to
prevent those convicted of such viclations
from serving as representative payee.

(iv) The Secretary would be required to
conduct a study with the Department of
Veterans' Affairs of the feasibility of desig-
nating the Department of Veterans' Affairs
as the lead agency for administering a rep-
resentative payee program for dual recipi-
ents of Old Age Survivors and Digability In-
surance or Supplemental Security Income
benefits and veterans’' benefits. The Secre-
tary would be required to report to Congress
on the feasfbility of this arrangement
within six months after enactment.

In general, the provision would be effec-
tive July 1, 1991.

Budget impact (In milljons): 1991, 17; 1992,
4; 1983, 5; 1984, 5; 1995, 5; 5-year, 36.

5. Streamlining of the Attorney Fee
Payment Process (Section 6054)
Present law

Attorneys and other persons who repre-
sent claimants before the Bocial Security
Administration (8SA) are permitted to col-
lect fees for their services, subject to ap-
proval and limits get by SSA. By regulation,
the representative must submit & fee peti-
tion detailing the number of hours spent on
the case and requesting a specific fee. The
Administrative law Judge (ALJ) who heard
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the cass s required to review the fee peti-
tion. If the fee requested is less than $3,000,
the ALJ has authority to approve or modify
it. If the amount requested exceeds $3,000,
it must be reviewed and approved or modi-
fied by the regional Chief ALJ. Where the
claimant {s represented by an attorney and
& favorsdle determination is made, BSA by
statute may withhold up to 26 percent of
the claimant’s past-due social security bene-
fits and pay the attorney directly. In cases
where the claimant is concurrently entitied
to both retroactive social security and Sup-
plemental Security Income (8SI) benefits
and the 88I benefits are pald first, the
amount of past-due social security benefits
payable is reduced by the amount of 8SI
benefits that would not have been paid if
the social security benefits had been paid
monthly when due rather than retroactive-
ly. In many such cases, this leaves little or
no past-due social security benefits out of
which to pay the attorney the approved fee,
Proposed change

The provision would generally replace the
fee petition prooess with a streamlined proc-
ess in which 88A would approve any fee
agreement jointly submitted in writing and
signed by the representative and the claim-
ant if the Becretary's determination with re-
spect to a claim for past-due benefits was fa-
vorable and if the agreed-upon feee did not
exoeed & limit of 25 percent of the claim-
ant’s past-due benefits up to $4,000. The
$4.000 limit could be increased periodically
for inflation at the Becretary’'s discretion. If
a fee was requested for a claim which did
not meet the conditions for the streamlined
approval process, it would be reviewed
under the regular fee petition process,

A representative who is an attorney would
be paid the approved fee out of the claim.-
ant’s past-due social security benefits, prior
to any reduction for previously-paid 8SI
benefits. However, if the attorney were
awarded a fee in excess of 25 percent of the
claimant's past-due social security benefits,
the amount payable to the attorney out of
the attorney out of the past-due social secu-
rity benefits could not exceed 25 percent of
these benefits.

The representative, the claimant, or the
ALJ that heard the case would have the
right to protest the approved fee. However,
the ALJ could protest the approved 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 the services rendered. 8SA
would review any protested fee and approve,
modify, or disallow it. If the ALJ that heard
the case filed the protest, a different ALJ
would review the fee.

It is not the Committee’s intent that this
process be used to establish regular review
of fees at the ALJ level. The Committee
wishes t0 emphasize that the protest of a
fee amount by an ALJ is to be made only in
cases where there is evidence that the fee is
siea.rly exoessive in light of the services ren-

In addition, with respect to reinbursement
for travel expenses of individuals who repre-
sent claimants, such reimbursement could
not exceed the maximum amount that
would be payable for travel to the site of
the reconsideration interview or
before an ALJ from a point within the geo-
graphical area served by the office having
;nu;isdlcuon over the interview or proceed-

With the exoeption of the provisions re-
lating to direct payment of an attorney's fee
out of past-due benefits, conforming
changes would be made with respect to rep-
resentation of BSI applicants.
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The provision would be effective for deter-
minations made on or after January 1, 1991,
and reimbursement for travel costs incurred
on or after January 1, 1991.

Budget impact (In millions): 1991, 12; 1992,
9; 1993, *; 1004,-3; 1095,—4; 8-year, 14.

6. Improvements in Social Becurity Adminis-
tration Bervices and Beneficiary Protec-
tions (8ections 8055-6056)

Present law

a. SSA Telephone Accountability Demon-
stration Projects: The Bocial Security Act is
sllent regarding telephone gervice provided
by SSA. In practice, SSA currently operates
37 teleservice centers (TSCs) that respond
to inquiries from the public. In addition to
providing general program information,
these TSCs can schedule appointments at
local offices and provide individual service,
including discussing a person's eligibility
and taking specific actions regarding his or

. her benefits. In October 1888, the T8Cs

were integrated into a toll-free telephone
network that covered 60 percent of the pop-
ulation. In October 1989, toll-free service
was extended via the TSCs and four new
mega-T8Cs to the entire country. At the
same time, direct telephone access to 8SA's
local field offices was terminated, so that
the public can no longer call most of these
offices directly.

8ince October 1989, there have been many
complaints from the public about 8SA's
telephone service. These complaints focus
on high 800 number busy rates, on problems
with the accuracy and completeness of in-
formation provided to callers, and on diffi-
culties caused by the elimination of tele-
phone access to local offices.

b. Appeal Versus Reapplication: 1f & claim-
ant for social security disability benefits
successfully appeals an adverse determina-
tion by the Secretary, benefits can be paid
retroactively for up to 12 months prior to
the date of the original application.

If, however, instead of appealing, the
claimant reapplies and {is subsequently
found to be disabled as of the date original-
ly alleged, there are circumstances where
retroactive benefits would be limited to 12
months prior to the date of the subsequent
application (rather than prior to the date of
the first application). This occurs when
SSA's “reopening rules” do not permit the
original application to be reopened. (68A's
administrative policy permits a case to be
reopened within 12 months of an initial de-
termination for any reason; and within four
years {f there is new and material evidence
or the original evidence clearly shows on its
face that an error was made in the original
decision.)

A reapplication, in lieu of an appeal, also
could result in an outright denial of social
security or SBupplemental Security Income
(8S1) benefits without consideration of an
individual’s medical condition. This occurs
in the case of social security when (1) the
claimant’s insured status runs out before
the date of the original denial, and (ii) there
is no new and material evidence and no facts
or issues that were not considered in making
the prior decision. In the case of 88], this
occurs when (i) applies. In these situations,
BSA applies the legal principle of res judica-
ta to deny the subsequent claim. Under this
principle—the use of which is prescribed by
88A regulations—8SA will not consider the
same claim again and again.

Prior to May 1989, 8SA’'s standard denial
notice informed claimants that they could
reapply at any time but did not explain the
potential adverse consequences of reapply-
ing versus appealing a denial. A May 1989
modification of this notice informs claim-
ants that reapplying may resuit in a loss of
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benefits but does not mention the second
problem described above, ie., an outright
denial of eligibility without further consid-
eration of the evidence.

Proposed change

The provision would establish an addition-
al set of protections for claimants and bene-
ticiaries.

&. BSA Telephone Accountability Demon-
stration Projects: The Secretary would be
required ¢to carry out demonstration
. projects testing a set of accountability pro-
oedures In at least three teleservice centers.
These procedures are intended to assure
that tndividuals who conduct business with
the agency via telephone concerning title II,
title XVI, or title XVIII benefits are not dis-
advantaged, either a8 a result of receiving
incorrect information or from their inability
to document their own actions and requests.
Under these procedures, callers who provide
adequate identifying information would be
given a written confirmation of the date and
nature of their telephone communication
with the agency. This confirmation would
include the name of the SSA employee with
whom the caller spoke, a description of any
action that the emloyee said would be taken
in response to the call, and any advice that
the caller was given. 8SA would be required
to maintain a copy of this confirmation for
a minimum of five years following the ter-
mination of the demonstration projects.

Routine telephone communication would
be excluded from these requirements. Thus,
callers making inquiries that do not relate
to potential or current entitlement or eligib-
lity for title II, title XVT or title XVIII ben-
efits—l.e., questions about the location or
hours of operation of local offices—would
not be subject to the accountability proce-
dures described above.

The 8Secretary would be required to issue a
report to the Committee on Ways and
Means and the Committee on Finance on
the demonstration projects. This report
would:

(1) assess the costs and benefits of the ac-
countability procedurs:

(1) identify any major difficulties encoun-
tered in implementing the demonstration
projects; and

(i1i) assess the feasibility of implementing
the accountability procedures nationally.

The telephone demonstration projects
would be required to be initiated within six
months of the enactment of this Act, and
would continue for one to three yers. The
report would be submitted 80 days after the
termination of the projects.

Budget impact (In millions): 1891, 1; 1892,
3, 1993, 1; 1994, 0; 1995, 0; 5-year, 8.

b. Appeal Versus Reapplication: When &
claimant for social security or S8SI benefits
can demonstrate that he or she falled to
appeal an adverse decision because of reli-
ance on incorrect, incomplete, or misleading
information provided by SSA, his or her
failure to appeal could not serve as the basis
for denial by the Secretary of a second ap-
plication for any payment under title II or
title XVI1. This protection would apply to
both {nitial denials and reconsiderations by
the Secretary. The Secretary also would be
required to include in all notices of denial a
clear, simple description of the effect on
possible entitlement to benefits of reapply-
ing rather than filing an appeal.

The provision would apply to adverse de-
'lcninnations made on or after January 1,

991,

Budget impact (In millions): 1991, *; 1992,
*; 1993, *; 1994, *; 1995, *; 5-year, °.
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7. Restoration of Telephone Access to the
Local Offices of the Boclal Security Ad-
ministration (Section 6057)

Present law

‘The Bocial Security Act is silent regarding
telephone service provided by the Social Se-
curity Administration (8SA). In practice,
S8SA currently operates 37 teleservice cen-
ters (TSCs) that respond to inquiries from
the public. In addition to providing general
program information, these TSCs can
schedule appointments at local offices and
provide individual service, including discuss-
ing a person’s eligibility and taking specific
actions regarding his or her benefits. In Oc-
tober 1988, the TSCs were integrated into &
toll-free telephone network that covered 60
percent of the population. In October 1989,
toll-free service was extended via the TSCs
and four new mega-TSCs to the entire coun-
try. At the same time, direct telephone
access to SSA's local field offices was termi-
nated, 80 that the public can no longer call
most of these offices directly.

Proposed change

The provision would require the Secretary
to reestablish telephone access to local 8SA
offices at the level generally available on
September 30, 1989 (the date just prior to
the cut-off of direct telephone access to
most local offices). The Becretary would
also be required to re-list these local office
numbers in local telephone directories (as
well a8 in the directories used by public tele-
phone operators in providing callers with in-
formation). The required telephone listings
could include a brief instruction to the
public to call 8SA’s 800 number for general
information.

In addition, by January 1, 1893, the Sec-
retary would be required to submit to the
Committee on Finance and the Committee
on Ways and Means & report which: (i) as-
sesses the impact of the requirements estab-
lished by this provision on 8SA's allocation
of resources, workload levels, and service to
the public, and (if) presents a plan for using
new, innovative technologies to enhance
access to the Soclal Security Administra-
tion, including access to local offices, If the
Secretary’s plan provides for maintaining or
enhancing public access to local offices by
individuals in need of assistance from a local
BSA representative, it is the .Committee’s
{ntent to reconsider the need for a statutory
requirement governing telephone access.
Ninety days after the enactment of this pro-
vision, the General Accounting Office would
be required to report to the Committee on
Finance and the Committee on Ways and
Means on the level of public telephone
access to the local offices of the Social Secu-
rity Administration.

The provision would require restoration of
?SA's local telephone service by April 1,

991. .

Budget impact (In millions): 1891, 1; 1892,
1; 1993, 1; 1994, 1; 1995, 1, 8-year, 4.

8. Improvement {n Earnings and Benefit

Statements (Section 6058)
. Present law

7The Omnibus Budget Reconciliation Act
of 1989 required the Social Security Admin-
{stration to establish a program under
which covered workers receive periodic
statements concerning their earnings and
the potential benefits payable on the basis
of those earnings. Under that legislation,
these statements are to be provided on a bi-
ennial basis starting October 1, 1999.

Proposed change

The requirement that earnings and bene-
fit statements be provided biennially start-
ing in 1999 would be modified to require
annual statements beginning at that time.
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In addition, the Secretary of the Treasury
would be authorized to disclose to the Com-
missioner of Social Security the malling ad-
dress of any taxpayer who is entitled to re-
ceive an earnings and benefit statement.

The provision would be effective upon en-
actment.

Budget impact (In millions): 1991, 0; 1992.
0; 1993, 0; 1894, 0; 1995, 0; 5-year, 0.

9. Provide a Rolling Five-Year Trial Work
Period for All Disabled Beneficiaries (Sec-
tion 6059)

Present law

Under present law, disability beneficiaries
who are still disabled but who want to
return to work despite their disabling condi-
tion are entitled to a nine-month trial work
period. (The months need not be consecu-
tive.) During this period, disabled benefici-
aries may test their ability to work without
affecting their entitlement to disabllity ben-
efits. Any work and earnings are disregard-
ed in determining whether the beneficiary’'s
disability has ceased.

Only one trial work period is allowed in
any one period of disability. In addition, an
individual who is entitled to disabled work-
er's benefits for which he has qualified
without serving a waiting period (i.e, the
worker was previously entitled to disabled
worker's benefits within five years before
the month he again becomes disabled) is not
entitled to a trial work period.

Proposed changes

All beneficiaries would be glven an oppor-
tunity to test their capacity to engage in
substantial gainful activity over a sustained
period of time before their benefits would
be stopped by providing that a disabled ben-
eficiary would exhaust his nine-month trial
work period only if he performed services in
any nine months within a rolling 60-month
period (that is, within any period of 60 con-
secutive months) and repealing the provi-
sion which precludes a reentitled disabled
worker from being eligible for a trial work
period.

The provision would be effective January
1, 1992,

Budget impact (in millions): 1891, 0; 1992,
*; 1993, 1; 1994, 1; 1995, 1; 5-year, 3.

10. Continuation of Benefits on Account of
Participation in a Non-State Vocational
Rehabilitation Program (Section 6060)

Present law

Social security disability Insurance (DI)
benefits or Supplemental Security Income
(8SI) benefits based on disability that are
pald to a beneficiary who has medically re-
covered may not be terminated or suspend-
ed because the disability has ceased if: (1)
the individual is participating in an ap-
proved State vocational rehabilitation pro-
gram, and (2) the Commissfoner of Social
Security determines that completion of the
program, or its continuation for s specified
period of time, will increase the likelihood
that the individual may be permanently re-
moved from the benefit rolls. The 1988 Dis-
ability Advisory Council recommended that
the same benefit continuation provisions be
extended to beneficlaries who medically re-
cover while participating in other approved
vocational rehablilitation programs.

Proposed change

The provision would extend to those DI or
S8S1 beneficiaries who medically recover
while participating in an approved non-
State vocational rehabilitation program the
same benefit continuation rights as those
who medically recover while participating in
a State vocational rehabilitation program.

The provision would be effective with re-
spect to benefits payable for months after
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the eleventh month foliowing the month of
enactment and would apply with respect to
individuals whose disabllity ceased after
such eleventh month.

Budget impact (in millions). 1991, 0; 1992,
0; 1993, 0; 1994, 0; 1995, 0; 5-year, 0.

11. Limitation on New Entitlement to
Special Age-72 Payments (Section 6061)
Present law

Special age-72 benefits (so-called “Prouty
benefits”’ after 8enator Winston Prouty of
Vermont) were enacted in 1966 to provide
some payment to individuals who, when the
social security program began or when cov-
erage was extended to their jobs, were too
old to earn enough quarters of coverage to
become fully insured for regular retirement
benefits.

When the benefits were created in 1968, it
was expected that new entitlement under
this provision would not be possible for
anyone reaching age 72 after 1971. This is
because individuals age 73 after 1871 who
met the quarters-of-coverage requirements
for Prouty benefits would also have enough
quarters of coverage to be fully insured, and
because the amount of the Prouty benefits
was less than the amount of the minimum
benefit payable at age 62. However, due to
subsequent changes in the law, it {8 now
theoretically possible for certain people who
will reach age 72 after 1980 and who receive
the frozen minimum benefit (due to a
change in the law in 1977) or who receive
less than the minimum benefit (due to its
elimination in 1982) to become newly eligi-
ble for Prouty benefits. In 1990, the Prouty
benefit amount is $159 per month.

Proposed change

The provision would preclude the unin.
tended payment of Prouty benefits (due to
the interaction of the Prouty benefit provi-
sion with subsequent changes in the law af-
fecting the minimum benefit) by providing
that Prouty benefits would not be payable
to any individual reaching age 72 after 1971
who ftiles an application for Prouty benefits
after December 31, 1990. This change would
not affect any current beneficiaries.

The provision would be effective upon en-
actment.

Budget impact (in millions); 1891, *; 1992,
*. 1993, % 1994, *; 1995, *; 5-year, *,

12. Elimination of Advance Tax Transfer

(Section 6062)

Present law

Because of the threatened insolvency of
the social security trust funds, the Social
Security Amendments of 1883 changed the
rules for crediting the trust funds with
social security tax receipts. Prior to 1983,
the trust funds were credited with the re-
ceipts as they were collected throughout
each month. Under the 1983 amendments,
the trust funds are credited at the start of
each month with the full amount of social
security tax receipts which are expected to
be collected throughout the month. These
receipts are invested in interest bearing
Treasury securities; however, an interest ad-
justment is made later t5 leave the trust
funds with the same interest earnings that
they would have had if the taxes had been
credited on an “as received basis.” When the
debt subject to limit approaches the level of
the debt limit. the present crediting rules
frequently present Treasury with a situa-
tion in which trust fund assets cannot be in-
vested because the debt limit has been

reached.
Proposed change
The advance tax transfer provisions would
be repealed, returning to the prior proce-
dure of crediting the trust funds as tax re-
ceipts are recelved. However, the advanced
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tax transfer mechanism would be retained
a8 a contingency to be exercised only to the
extent that the Secretary of the Treasury
determines Is necessary to assure sufficient
funds to meet current benefit obligations.
‘This would give the social security program
the same level of protection that it enjoys
under present law without continuing the
routine use of the advance transfer mecha-

‘The provision would be effective after De-
cember 1890.
Budget tmpact (in milions): 1981, 0; 1992,
0; 1993, 0; 1994, 0; 1995, 0; 8-year, 0.
13. Repeal of Retroactive Benefits for Cer-
gn” Categories of Individuals (Section
)

Present law

Social security retirement and survivor
benefits can be paid for up to six months
prior to the month of application if the ap-
plicant were otherwise eligible for benefits
during that period.

In general, retroactive benefits cannot be
paid if doing 80 would cause a reduction in
future monthly benefits (Le., it would effec-
tively mean that an individual would be
filing for “early retirement,” in which case
an actuarial reduction in benefits is re-
quired.) For example, if a retroactive appli-
cation for retirement benefits were to cause
& retiree's initial entitlement month to fall
before the individual reached age 65, no ret-
roactive benefits ocould be pald for the
months prior to age 65. However, there are
four exceptions to this rule which permit
payment of retroactive benefits even
though it causes an actuarial reduction in

benefits.
Proposed change

The provision would eliminate eligibllity
for retroactive benefits for two categories of
individuals eligible for actuarially reduced
benefits: (1) individuals who have depend-
ents who would be entitled to unreduced
benefits during the retroactive period (e.g.,
a retiree under age 65 who has a spouse age
65 or over); and (2) individuals who have
pre-retirement earnings over the amount al-
lowed under the social security retirement
test that could be charged off against bene-
fits for months prior to the month of appli-
cation, thus permitting an early retiree to
receive benefits for months prior to actual
retirement.

The provision would be effective with re-
spect to applications for benefits filed on or
after January 1, 1991,

Budget impact (In millions): 1991, -134;
1092, -149; 1993, —147; 1984, —144; 1995,
—139; 5-year, —718.

14, Consolidation of Old Computation
Methods (S8ection 8084)
Present law

A number of old, rarely-used benefit com-
putation methods remain in the 8ocial Se-
curity Act. They apply only to claims in
which the worker filed for benefits or died
before 1967 and are used only if they pro-
vide a higher benefit than newer computa-
tion methods.

S8uch computations must be done manual-
ly. The 8ocial S8ecurity Administration
(SBA) estimates it would cost more to devel-
op computer programs for these computa-
tion methods than would be paid in cumula-
tive added benefits when the benefits pay-
able under these computation methods are
compared to newer computation methods.

Proposed change

The provision would eliminate all old com-
putation methods which require manual
intervention. It would substitute newer com-
putation methods which may be fully proc-
essed by computer.
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The provision would apply only to new
claims for benefits, virtually all of which are
for survivor’s benefits, and to recomputa-
tions for retired workers now on the rolls
who have recent earnings. However, it is un.
likely that there are many individuals who
are over 85 and are working at a wage high
enough to result in an increase jn benefits
after a recomputation using a computation
method to be eliminated under this provi-
sion. No benefits paid to individuals already
on the rolls would be reduced.

The provision would be effective 18
months after the month of enactment.

Budget impact (in millions): 1981, *; 1992,
*, 1093 *; 1994, °*; 1995, *; 5-year, °.

15. Suspension of Dependent's Benefits
When & Disabled Worker Is in an Ex-
4ended Period of Eligibility (Bection 6085)

Present law

A disability insurance beneficiary who
successfuly oompetes a nine-month trial
work period has an extended period of eligi-
bility during which he or she continues to
receive medicare benefits and is eligible to
receive disability benefits if earnings fall
below $500 & month. The law is silent re-
garding the payment of benefits to depend-
ents during this extended period. However,
current Social Security Administration
(88A) policy provides that dependent’s ben-
efits are suspended during this period if the
disabled worker’s benefits are suspended.

Proposed change

The provision would codify current 8SA
policy which links the disabled worker's en-
titlement to monthly benefits and the de-
pendent’s entitlement to benefits for the
same month. Thus, a dependent could re-
ceive benefits for a month only if the dis-
abled worker received benefits for that
month.

The proposal would be effective upon en-
actment.

Budget impact (in millions): 1991, 0; 1992,
0; 1993, 0; 1994, 0; 1995, 0; 5-year, 0.

16. Recommendation of the Committee Con-
cerning the Budgetary Treatment of
Bocial Security

The Committee recommends that the
income and outgo of the social security tax
revenues and other elements of trust fund
income such as interest, transfers of re-
ceipts from the income taxation of benefits,
and other payments to the trust fund, be
excluded from any calculations of the sur-
plus or deficit of the general government in-
cluding the deficit totais used for purposes
of applying the sequestration provisions of
the Balanced Budget and Emergency Deficit
Control Act (“Gramm-Rudman*),
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EXTEND MEDICARE SECONDARY PAYER
REQUIREMENTS

Present law

Medicare is the secondary payer to other
third party insurers under specified circum-
stances when beneficiaries may be covered
by the other insurer. Medicare may be the
secondary payer to automobile, medical, no-
fault and liability insurance, and to employ-
er health plans, Requirements that employ-
ers offer primary coverage to Medicare-eligi-
ble enrollees or their dependents, and penal-
ties for failure to comply with these require-
ments, vary with the basis for the individ-
ual's Medicare eligibility (age, disability or
end-stage rensal disease) as well as with the
size of the employer. For beneficiaries eligi-
ble for Medicare on the basis that they have
end-stage renal disease, however, Medicare
is the secondary payer to availabie empioy-
er-based health insurance only for the first
12 months of eligibility. The requirement
that Medicare be secondary payer for dis-
abled beneficiaries expires.

The Omnibus Budget Reconciliation Act
of 1989 requires the Internal Revenue Serv-
fce (IRS) and the Social Security Adminis-
tration (8SA) to provide information to the
Health Care Financing Administration
(HCFA) to improve identification and col-
lection of Medicare secondary payer cases.
8SA provides IRS with the names and
Bocial Security numbers of all Medicare
beneficiaries. IRS then provides SSA with a
file of the names and Boctal Security num-
bers of all Medicare beneficiaries who filed
s tax return for the previous calendar year.

BSA provides HCFA with a listing of all
Medicare beneficiaries and their spouses,
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and the name of the beneficlary’s or
spouse’s employer {f: 1) the beneficiary and/
or spouse filed a W-2, and 2) the beneficiary
and/or spouse was employed by a large em-
ployer, defined as an empleyer with 20 or
more employees.

HCFA uses the listing provided by 8SA to
fdentify more thoroughly secondary payer
eases, including Medicare beneficiaries with
employer-provided health coverage through
the spouse’s employment. HHS's contrac-
tors use this new {nformation to contact em-
ployers in writing to determine whether the
employer provided health coverage and the
date of such coverage. General restrictions
on the disclosure of information under the
Internal Revenue Code and the Privacy Act
also apply to the information provided by
8SA and IRS to HCFA.

Third party payers, such as Medicare car-
‘riers and employers, receiving taxpayers in-
formation from HHS are subject to restric-
tions and safeguards on disclosure similar to
those restrictions, safeguards and penalties
currently provided for in the Internal Reve-
nue Code with respect to other authorized
recipients of taxpayer information.

To enable HHS to verify employer-provid-
ed health coverage, employers are required
to respond to HCFA inquiries within 30 days
of receiving the written request. HCFA
would pay as secondary payer on ali clalms
for beneficiaries currently covered by an
employer health plan. Payments would be
recovered from private insurers for claims
erroneously pald for beneficiaries If the
claim was submitted at a time when the
beneficiary was covered by an employer
health plan.

The provision expires on September 30,
1991,

Committee provision

Under the Committee bill, two provisions
expiring in 1992 would be extended. One
would continue requirements for data
matching between the IRS and the Social
Security Administration to Identify Medi-
care beneficiaries who may be covered by
group health plans. The other would extend
the requirement that Medicare be second-
ary payer for disabled beneficiaries.
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PART B MREMIUM
Present law

Individuals entitled to benefits under part
A of the Medicare program have the option
of enrolling in part B of the program as
well. Enrolices pay a monthly premium.
The part B premium originally was set to
ensure that enrollee premiums eovered 50
percent of the ocosts of the part B program;
the remainder of the funding eame from
general revenues.

Subsequent legislation Nmited the per-
centage increase in the part B premium for
a given year to the percentage increase in
Social Security eash benefits in that year.
This had the effect of decreasing the share
of program costs borne by enrollees.

The Tax Equity and Piscal Responsibility
Act of 1962 (TEFRA) and the social Securi-
ty Amendments of 1983 provided for part B
premiums in 1984 and 1985 to be set at a
level that would cover 25 percent of pro-
gram costs. If there were no cost of living
sdjustment (COLA) under the cash benefits

program, there would be no incresse in the
pmnprem!um.mdmedowva!ueofln
individual’'s premium increase could not
exceed the dollar increase in his or her cash
benefits. Bubsequent legislation extended
these provisions through 1990,

. Committee provision
The Committee bill would require that for
calendar years 1993 through 1995, part B
premiums would be set to cover 25 percent
of part B costs, with protections to ensure
that no individual's premium increase could
exceed the increase in Social SBecurity eash

-benefits.
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COST SHARING FOR MEDICARK RENETICIARIES
Present law

‘The Medicare Catastrophic Coverage Act
of 1988 requires State Medicaid plans to pay
Medicare cost sharing (including Part B
and, where applicable, Part A premfums) for
elderly individuals who are eligible to par-
ticipate in the Medicare program and whose
income and resources are below specified
levels. These individuals are referred to as
Qualified Medicare Beneficiaries (QMBs).
Effective January 1, 1991, to qualify as a
QMB, one’s income must be under 95 per-
cent of the Federal poverty level. Effective
January 1, 1092, one’s income must be under
100 percent of the Federal poverty level to
qQualify. In certain States (so-called *209(b)"
States) the applicable income levels are 90
percent and 85 percent, respectively.

Committee provision

States (except 209(b) States) would be re-
quired to pay all cost sharing for those indi-
viduals who meet current QMB asset stand-
ards who have incomes below 100% of the
‘Federal poverty level, effective January 1,
1891. In 209(b) States, the requirement
would be to pay cost-sharing for those up to
95 percent of the Federal poverty level in
1991 and 100 percent in 1892, Also effective
January 1, 1991, States would have the
option of making {ndividuals eligible for
QMB status if their income does not exceed
133 percent of the Federal poverty level.
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PERMIT STATES TO MAKE DISARILITY
DETERMIRATIONS

Present law

On December 11, 1088, the Health Care
Financing Administration itssued a final
rule, effective January 10, 1890, that prohib-
{its States from making their own determina-
tions of disability for the purpose of deter-
mining Medicaid eligibility.

Committee provision

All States would be given the option 4o
make independent eligibility determina-
tions—using Federal standards—for the pur-
poses of Medicald eligibllity, pending a final
determination by the SBocial Security Ad-
ministration.
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SUBTITLE D. REVENUE-RALSING PROVISIONS
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6. Employment Tax Provisions

& Increase dollar limitation on amount of
wages and self-employment income subject
to the Medicare hospital tnsurance payroll
tax (sec. 7451 of the bill and sec. 3121 of the
Code).

Present Law

As part of the Federal Insurance Contri-
butions Act (FICA), a tax is imposed on em-
ployees and employers up to s maximum
amount of employee wages. The tax is com-
prised of two parts: old-age, survivor, and
disability insurance (OASDI) and Medicare
hospital insurance (HI). For wages paid in
1980 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 S8elf-Employment Contribu.
tions Act of 1854 (BECA), s tax is imposed
on an individual’s self-employment income.
The self-employment tax rate is the same as
the total rate for employers and employees
(Le., 2.9 percent for HI and 12.40 peroent for
OASDI). For 1980, the tax is applied to the
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first $51,300 of self-employment 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 gelf-employment
income subject to FICA and S8ECA 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.

Reasons for Change

The committee believes that Increasing
the cap on wages and self-employment
Income Bubject to tax with respect to HI will
improve the progressivity of the tax system.
In eddition, increased revenues under the
bill will provide necessary funding for the
Hospital Insurance Trust Fund and will en-
hance its long-term solvency.

Ezxplanation of Provision

The bill increases the cap on wages and
self-employment income considered in cal-
culating HI tax lability to $89,000. As under
present law, for years beginning after 1991,
this cap is indexed to changes in the aver-
age 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,

b. Extending Medicare coverage of, and
application of hospital insurance tax to, all
8tate and local government employees (sec.
7452 of the bill and sec. 3121 of the Code).

Present Law

Before enactment of the Consolidated
Omnibus Reconciliation Act of 1885
(COBRA), State and local workers were cov-
ered under Medicare only if the State and
the Secretary of Health and Human Serv-
ices entered into a voluntary agreement pro-
viding for such coverage. In COBRA, the
Congress extended Medicare coverage (and
the corresponding hospital insurance (HI)
payroll tax) on & mandatory basis to State
and local government employees (other
than students) hired after March 31, 1988.

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

Reasons for Change

The committee believes Medicare coverage
should be extended to all employees of
State and local governmenta.

Ezxplanation of Provision

The bill requires coverage of all employees
of State and local governments under Medi-
care without regard to the employee’s date
of hire. The 2.9 percent HI payroll tax rate
would be phased In with respect to newly
covered State and local government employ-
ees 80 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 stu-
dent exception is retained with respect to
studenta empioyed In public schools, col-
leges, and universities. Coverage may, as
under present law, continue to be provided
to such individuals at the option of the
State government. )

In the case of certain employees who are
required to pay the HI tax and who meet
certain other requirements, State and local
service prior to the effective date of this
provision is deemed to have been covered by
the HI tax for purposes of determining
Medicare eligibility. Prior State and local
service 18 counted regardless of whether
such service was continuous.

Under the provision, the HI trust fund
‘would be reimbursed from the genersal fund

S 15709

of the Treasury for any additional cost aris-
ing by reason of this provision.

‘The 8ecretary of Health and Human Serv-
fces is required to provide a process by
which employees could provide evidence of
prior State and local governmental service if
such service is necessary to qualify for cov-
erage under the program.

Effective Date

The provision is effective with respect to
services performed after December 31, 1981,

¢. Extend social security retirement cover-
age (OASDI) to State and local government
employees not covered by a public employee
retirement program (sec. 7453 of the bill
and sec. 3121 of the Code)

Present Law

Employees of State and local governments
are covered under social security by volun-
tary 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 em-
ployees 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 cov-
ered by social security.

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

For 1990, the social security (Old Age,
8urvivors, and Disability Insurance) tax
rate is 6.2 percent of covered wages up to
$51,300 and is imposed on both the employ-
er and employee (for a total of 12.40 per-
cent).

Reasons for Change

Certain employees of State and local gov-
ernments have no retirement protection
either from social security or a public retire-
ment system. Many of these individuals are
low-paid individuals with limited or inter-
mittent work experience and, therefore,
social security coverage will provide impor-
tant disability, survivorship, and retirement
protection. .

Ezxplanation of Provision

The bill requires social security (Old Age,
Survivors, and Disablility Insurance) cover-
age for State and local workers who are not-
oovered by a retirement system in conjunc-
tion with their employment for the State or
local government and subjects the wages of
such employees to the OASDI portion of
the tax under the Federal Insurance Contri-
butions Act (FICA). An exception is provid-
ed for students employed in public schools,
oolleges, and universities, for whom cover-
age may continue to be provided at the
option of the State government. This excep-
tion maintains parallel coverage rules for
students employed by public educational in-
stitutions and those employed by private
aschools, colleges, and universities.

A retirement system is defined as under
the definition of retirement system in the
Bocial Becurity Act (42 US.C. sec.
418(bX4)). Thus, a retirement system is de-
fined as a pension, annuity, retirement, or
similar fund or system established by a
State or by s political subdivision thereof.

Whether an employee is 8 member (Le., 18
a participant) of a retirement system is
based upon whether that individual actually
participates In the program. Thus, whether
an employee participates is not determined
by whether that individual holds a position
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that ks included in & retirement system. In-
stesd, that individual must actuslly be &
amember of the system. For example, ah em-
ployee whose Job classification is of & type
that ordinarily & entitied to coversge, is not
& member of a retirement aystem if be or
she s ineligible because of age or service
conditions contained in the plan and, there-
fore, is required to be covered under social
security. Similarly, Hf participation in the
system is elective, and the employee elects
not to partictpate, that employee does not
participate i & xystem for purposes of this
Tule, and is t0 be covered under the social
security system.

The Secretary of the Treasury, th oon-
function with the SBocial Security Adminis-
tration, is required to #ssue guidance in
order to implement the purposes of this pro-

Rifective Dale
‘The provision I8 effective with respect to

CONGRESSIONAL RECORD — SENATE

"h. Payroll tax deposit stabDlzation (sec.
7458 of the bfll and sec. 6302(g) ef the
Code). i

Present Lew

Treasury regulations have established the
system under which employers deposit
fncome taxes withheld from employees’
wages and FICA taxes. The frequency with
which these taxes must be deposited In-
creases as the amount required to be depos-
{ted increases.

Employers are required to deposit these
taxes as frequemntly as eight timnes per

October 18, 1990

posited equals or exceeds $3,000. These de-
poaits must be made within three banking
duys after the end of the eighth-monthly
period.

Eftective August 1, 1880, employers who
are oo this elghth-monthly system are re-
deposit tncome taxes " withheld
from employees’ wages and FICA taxes by
the ¢ the applicable banking day (in-

than $100,000 (regardiess of
day is the last day of an
eighth-monthly period).

For 1990, the applicable banking day is
the first. For 1891, 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
tssue regulations for 1995 and succeeding
years to provide for similar modifications to
the date by which deposits must be made in
order to minimize unevenness in the re-
ceipts effects of this provision.

Reasons for Change

The committee believed that it was appro-
priste to simplify this provision by
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
dose of the next banking day for all years.
‘Thus, no change from present law is neces-
sary for calendar year 1890, but for calendar
years 1991 and 1992 deposits are acceler-
ated. The regulatory authority provided to
the Treasury Department is repesaled.

Kffective Date

The provision is effective for amounts re-
quired to be deposited after December 31,
1990,
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III—REVENUT TABLE PREPARED BY THE JOINT COMMITTEE ON TAXATION

CONGRESSIONAL RECORD — SENATE

October 18, 1990

BUDGET RECONCILIATION—REVENUE PROPOSALS AS APPROVED BY THE SENATE COMMITTEE ON FINANCE ON OCTOBER 13, 1990—FISCAL YEARS 1981-1995

{\n Blions of Dolars)
- Efiectve 1991 1992 1193 1994 1985 1991-95
A Extond expiring provisions through 12/3/91:4
1. Foreign atocation of RAD -5 -3 -8
2. Ressarch and exparimentation tax credit® -5 -4 =1 -1 (®) -12
3. Employer-provided educational assistance (inckde graduate students) -3 -1 : -4
g: %WW m legal services. "{ (.l i Y r; :g
§ Blness nerpy th Crods (301 thermnai ) I ".' . . 20l
e = I R I B
ovenue i - - - - - U
f‘o%ww n m% § f-j -1 -1 -1 -1 -3
1) Ok g s e P (25% dacon) ) ) ) 4] {* )
Sublotals, extension of expiring provisions =21 -15 -3 -6 -6 -~56
Otber tax Incentives:

L O weeamentons!fosk s oo (scion 29 and expand © tight sands 11/9 ’ 1 ? 3 ¢ 19
& Tax icentives for ethandl production ) parmanenty snd exgand o gt L R—— 151/91 . T E-‘ iy -1 -2
€ 15% credd for enhanced of recovery costs? 1/1/91 ] . 'i -1 -1 -2
4. Percontage dapietion amendments /9 . . - -1 -1 -3
e et seiae eoiton on drees weis il ) o1 o3 1 o1 g

2. AdStional small business incenives - ' ' ’
2. Moddy estate freeze rues (section 2036(c)) 1079/% ] ® -01 -02 —03 -05
B e i (804506675 D/ s 1 1 1 1 ‘
access . - - - - -
i Lo < o sn 190 ey 1 $15.000. ok ) 2y 1 | | -4
€ Increase saction 379 expensing 1o $14,000 1 -5 py -6 -y | -3 -2
e e o vy 0 § viml 08 a8 14 16 -1 -686
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BUDGET RECONCILIATION—REVENUE PROPOSALS AS APPROVED BY THE SENATE COMMITTEE ON FINANCE ON OCTOBER 13, 1990—FISCAL YEARS 1991-1995—Continued
{in Billons of Dollars)

tem Effective 1991 1992 N9 1994 1995 1991-95

C. Progressivity enhancement s:

Increase EITC and provide other credits in latest Senale child care offer® 11791 -1 -2l -30 —-43 =14 ~168
Deficit reduction provisions: .
1. Provisions alecting itemized deductions:
2. Limitation on itemized deductiors of high-income 30, e 1/1/91 -9 -63 ~§.5 =14 -84 -85
. Etiminate AMT ence for charitable contributions of certain tangitde personal property 1119 . (" ('{ ('{ ('{ -1
¢. Eliminate medical deduction for cosmetic sursevy 1/1/91 . . . . . 03
2. Motor fuels tax (4 cents; 8 cents after 7/1/91: 93% cents atter 1/1/92) 33 12/1/80 4 96 LT ] 9.5 95 426
3. Increace tobaceo excise taxes by 4 cents per pack in 1991 and by 4 cents por Back m 1993 .o 115 8 ] 15 15 15 59
4. Increase beer, wine, and distited spirits excise taxes ¢ ; s 14 20 19 19 19 81
5. Impose 10% uxury excise tax3..... 1181 2 k] 5 ] 3 21
6. Expand azone-depleting chemical excise tax 14 1/1/%0 1181 R 1 1 1 05
1. Extend Leaking Underground Storage Tank ng!) Trust Fumd R ) e samtns s 12/1/% . 1 A 1 1 06
8. Increase Airport Trust Fung awiation excise (8 ‘years) 18 1/1/91 L. 23 25 27 30 118
9. Increzse harbor maintenance excise tax 171191 . 3 A A A 18
10. Loss deductions and satvage vakes for imsurance companies 171790 b 2 2 2 2 11
1. Amortize insurance poficy deferred asu:ﬂm expenses (DAC) 9/30/90 1. 1.7 11 16 15 80
12. Adoot tax iance provisiens acluing certain provisions from S. 2410 (2 ('; d ] 1 3
13. Retiree heaith with reversion excise increase and assed cushion requirement! 1/1/81 i 2 A ('{ 10
14. Comorzte interest desafiowance 171191 35 2 2 A . 4l
B oo e ot 2nd akacation rules for cortain asset acqpii 1/16/%0 o 0 (¢ ( ( 1
2 feporting Lo O .
b. Require accrual g redemption premium for certain preferred stock. 10/10/90 N ‘ 1 { l 4
¢. Expand appication of ng reles Yo swbsidiary arquisitions . . . 10/10/90 ° 1 1 ) 1 A
1mwswdwmwmhmmme(wmw) ..... 10/10/%0 ¢ ("} ('{ N r 2
¢. Clarify treatment of debt exchanges 10/16/90 . e e 3
46. Extend RS wser fees (permanent 17 9/30/90 ) (‘; ) o (¢ 2
17. Exiend medicare (H1) (3x to 26 Stxle ard lecal employees ' - DA Vs: S - id 16 1. 5.2
18 £xtend Social Secunty (GASCI) o State #nd kocal employses net paricpaling in # pobiic empleyee retiement
em1® : V1, - — 14 U 22 U 81
19 suriax (5 yoars) 17 1/1/81 .8 1.1 1] 12 L2 54
20. karezse raitroad retirement payrofl taues 17 g‘& ('; ('; Jd B 2
2l Ezwﬂ tax deposit stabilization A 2. -3
22. [xiend telephone excrse tax and coticchion period 11/81 16 26 28 28 it 131
23. lnorease medicare (W) wage o o $89,000 1/1/91 i3 41 42 45 19.
Subtotats, deficit reduction provisicns 203 36.8 U1 3.1 408 in.2
tncrease JCT refund review threshoid D/o/E
Grand totals 15 is 29 326 32 121
(1) Al extimates assume tul restoration of tax Senefs fox 1990,
EZ Crdit cate is setained 2t currant lewel of 20%; base liautation is retained ot cumvent dovel of 50%.
3) Loss of less than $50 mitlion
4) Gain of Jess than $10 million
3) Loss of less than $10 million )
6‘ Gain of less than $50 eillion. ) .
7) Tan fceniive degins phasing out Bs price of crode of reaches $28 per bamel (adjusted for infiation). The estimate in the savenwe tabie is based on current Congressional Budget Office (CBO) macro-economic forecast which projects
cne oil prices in the range of $18 10 $23 per barel duing £Y 1991-95. ) )
(8) Provide maximum 35,000 per yea; credit for 50% of eigible axpenditures to make public sccommodatins accesshie to Gisabled persoms; fimited to small besinessas. )
(8) Estimate refeicts 2 combination of increazed E1TC (with modifications o adust for {amily 522, 1 enbance compliance, and ® 2dd @ cradd fur health inswance) sad 90% refundable dependent care CreRl. Total cost equals $5.0 B2%n
provided in t Summit Ag:eemest, plus $11.9 bibon of tax credits cantained in the Latest Senate oHer on child care (Confaroace a0 HR. 3

; Ag : R 3).
(10) temized deductions i an ameunt equal to 5% of AG! in excess of $100,000 for single returrs, $100,000 for joint returns, and $100,000 for head of household returns. Proposal dees aat aply to medical expenses, Casualty
lasses, or investment interest. Disaflowance undes the propnsa! canaot exceed 80% of otherwise deductible temized deductions subject o the proposal. i . . .
{11) 50% of motor fuels tax mcrease dedicated to deficit reduction; 50% dedicated to highway trust fund gzo%ummwnmnmmnmymﬁwmdm-mmmg
Mmmmmgm.msmmmﬁmmwmmmmmmmatm 5% of its coniribation attridutable fo increased revenve, ! . . . .
(12) Increase distilied spinits by $1.20 (lo $13,0/proof galkn); couble beer to 32 cents/B-pack (318/barrel); increase tatle wine to 21 cents/bittle ($1.07/gallon); maintaining current differential for fortified wines; with small winery/

bm.r? exemption. . .
1 private boats and yachis—$100 (00 jeweiry—3$5,000; furs—$5.000; and awplanes—3$250,000. K an 80%

3) Tax applies to specific newly-manstactored itams with retail prices abowe the foliowing twresholds: astomoblies—$30 000; )
Mnessaelstissﬁisﬁed&thpﬁm.ﬂelummmwudng' the - the year following purchase; this & atiowad amly X business use can be demenstrated % be 80% for that yes. Tax is 10% of purchase price
7 fottows: 199181 37, 1992—%1.37, 1993~%1.67, 199¢~33.00, 1995—$3.19.

in excess of thieshoics.
(M)mmmmmmmm%mmmism . .
{15) This estimate is presented reizlive to the CBO baseline which assumes edensin of the and Airway Trust Fund (AATF) taxes with the tax reduction Frigger in etect. The estimate reflects the effects both of removing the trigger
anddmmhglhe:a;esdwmdhMTFuxesbv_ZS%asamosadin!IeMnt'smﬁ.mmmwwmnuNWammtmnm. : |
(16) Permit certain tax-free transfers of exccss pension assefs to pz%vetilee health benefils. (Revenue efiect in billons: 1991—$0.5; 1992—$0.3; 1993—802.; 1954—$0.2; 1995—80.1; 1991-85 Totale—$1.3) Geverally effective for
feversions after Setpombes 30, 1990, increase the seversion excise tay to 20%. Hf the ammnmmmamrmmmwm plan or provide certain benefit increases o plan participants and reticecs of at Jeast
15% o((lgt;eéer:;m the seversicn tax is 40%. (Roveawe etiect in bitkons: 1991—Less of kess than $50 miicn; 1992—$0.1; 1993—$0.1; 1 .1; 1935—$0.1; 199198 Tota—$03.)
stimate provided .
tln) HI rate—0.8% in 1992, 1.35% i 1993, 1.45% in 1994 and thereafter,
19) neBmmugmmmsa.ommummmmummwmwm,mmmmmmmmw

Mn.-ouaasm;mmmmmnm,mmm.mumnemmmmmmmmmmmumm.n/a/ih“mem’m—nmdmtmt.

SUMMARY OF DISTRIBUTIONAL EFFECTS, BY INCOME CATEGORY *; BUDGET RECONCILIATION—REVENLE PROPOSALS—AS APPROVED BY THE SENATE COMMTTEE ON FINANCE ON
OCTOBER 13, 1990

s 8
£
8
3

11990 income levels)
Chimge in Federal taxes * # Federal taxes under presest  Federa! taxes under proposal + ¢ ective tax rates
Income category * o ¢ Presont & Proposal
_— ™
Billions Percent Billions Percent Bitions Percent pescent perceat

Less than 310,000 $0. 20 $142 16 3142 16 133 133
10.000 %0 20,000 —14 -21 5.8 16 B4 13 156 152
20.000 to 36,060, 28 2l w2s 119 105.3 118 184 189
30,000 to 40,000, 32 28 1158 134 1190 135 200 06
40,000 to 50,000 25 23 879 10.2 903 102 4 220
50,000 to 75,000 32 19 178 200 1760 199 U] 252
75,800 to 160.000 17 25 66.5 8.2 17 258 %5
109,000 to 200,000 36 15 1044 21 108.0 122 6.2 21
200,000 and ower 850 kX 133 154 1382 156 2.2 2.1
Tolal, al taxpayers. 205 i $363.2 1000 $383.7 100.0 U8 ‘a3

! Distritnstiona! analysis mcludes effects Yrom the Semrit Agreement, a5 medified mmrmmmmmmrs,mmmnu,mmmiummmm
tuim&ilbﬁv:ﬁew m?&m deciuctions, uwnmrhxmﬂammmmm,mmm 179 enpersing, inclusion of fatest Senate child care offer. and increzse in the EI;E

Analysis does not take inlo accouat ects fiom changes i taxpaye: behawior. .
The income mutoplaummnsimmwmmegmesisWgroam(ﬂ@l)mmmm ere, emloyer comribulions for heatth plans and fife imsorance, {3) inside boRdup on e msurance, (4]
'Mmm copensation, {5] montaxable sucial wecurily bemefits, {6} dedsclite contritetions ¥ insvidusl retirernent accounts, (7] the mimiawm e prifermnces, and [8) net ksses in excess of minima fax prefersmces from passve business
S Estimates of total tax Gabiity presented in distrdutions will not match esfimated changes in receipts because of differing time periods (CY 1990 vs. FY 1991-95), because of varying pattems of fiscol year receipts.
< Dn med eftects of ndiwdual income tawes. payrol tawes Fedoral excise taxes, and estate and gift tares. For the povpose of distributions. the bl burden of taxes s asoigned 0 employees fxtise taxes are
ssumed 1 be beme fally by mm;ﬂymwnummmnm ty trough highe prices on ali canimodities & Dusinesses pass aiong these costs. Becanse of the unreilanty conceming the
of the corporate income Lax, it is axcluded from this table. &forenation in table exciudes individuals who are ts of ofher taxpcyers.
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IV —CosT ESTIMATE OF THE CONGRESSIONAL BUDGET OFFICE

SENATE FINANCE: RECONCILIATION PROVISIONS—SUBTITLES A THROUGH E
‘ {By fiscal year, in dlions of dolars)

October 18, 1990

1991 1992 1993 1994 s Tl 1991-
o o Seaity incoing chld care 10/16 -n 2 ol 9 14
Subtitle B—Hedicare 0% -8 1029 1253 IS —mss
C—Medicat Program—QME's © 133% poverty % 126 —207 “m -3%
i Sy ] 1280 Zs1 Zs1 T im
Subtitie £ —MMWWIM =120 -130 -130 ~130 -130 -840
To - “eme 108 133 —158% 5283
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CoMMITTEE ON GOVERNMENTAL AFFAIRS
BUDGET RECONCILIATION RECOMMENDATIONS

Pursuant to H. Con. Res. 310, the Con-
gressional Budget Resolution Conference
Report, the Committee on Governmental
Affairs has approved legislation which is
projected to reduce the Fiscal Year (FY)
1981 budget deficit by approximately $2.165
billion, and reduce the Federal deficit by ap-
proximately $14.350 billion over five years
(In fiscal years 1991-1985.) These savings
are achieved through federal general gov-
ernment and pension and postal reforms, in-
cluding the elimination of the Civil Service
lump sum retirement option.

ELIMINATION OF RETIREMENT LUMP-SUM CREDIT

The Committee has approved legislation
that would implement President Bush's FY
1991 budget proposal to eliminate the lump-
sum retirement credit that certain federal
and postal employees elect to receive upon
retirement. Under the terms of the reconcil-
fation agreement, the lump-sum credit
would be eliminated November 1, 1990.

An employee who elects retirement and
the lump-sum benefit by October 31, 1880,
would receive 50 percent of the amount of
the lump-sum credit at the time of retire-
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ment, and 50 percent of the amount of the
lump-sum credit on the date 12 months
after the date on which the lump-sum credit
would otherwise have been paid. The re-
mainder of the lump-sum credit shall be
payable with interest.

The CBO estimates that elimination of
this retirement option will reduce the Fed-
eral budget deficit by $1.23 billion in FY
1991 alone, and by $8.05 billion in FY 1991-
1995.

FEDERAL EMPLOYEE HEALTH BENEFITS PROGRAM

Postal Service and D.C. Government

The Committee has approved legislation
that would implement President Bush's FY
1991 budget proposal to require the United
States Postal Service to pay Federal Em-
ployee Health Benefit (FEHB) costs for an-
nuitants and their survivors who retired be-
tween June 30, 1971 (the date of the Postal
Reorganization) and October 1, 1986, and to
require the District of Columbia Govern-
ment to pay the FEHB costs of its retirees
(and their survivors).

Under current law, the Postal Service is
required to pay the employer's share of
FEHB costs for annuitants (and their survi-
vors) who retired after September 30, 1986.
Most Postal Service annuitants retired be-
tween 1971 and 1886. Their benefits are cur-
rently paid by the taxpayers as opposed to
the Postal Service.

The CBO estimates that this transfer of
liability for premium payments will reduce
the deficit by $726 million in FY 1991 and
$4.431 billion In fiscal years 1991-1995.

Non-Medicare eligible annuitants

For the 1990 Budget Summit, the Office
of Management and Budget (OMB) includ-
ed a proposal to apply Medicare hospital
and physician payment limits to payments
to providers of services to FEHBP annuitant
enrollees who are age 65 and older but not
eligible for Medicare. The Committee has
approved legislation that would implement
the OMB proposal for hospital payments.

The proposal to apply Medicare limits to
non-Medicare annuitants over 65 would
reduce expenditures for FEHBP hospital
claims. If this is the case, savings will be re-
alized initially through reduced outlays (in-
creased reserves) of the FEHBP Trust Fund.
Then, when premiums are negotiated for
1982 and beyond, additional savings will
accrue to the Government because the pre-
mium reduction will reduce the Govern-
ment’'s premium share (as calculated by
using the Big Six formula). However, while
the aggregate effect on enrollees’ premium
payments might be to reduce them, the dis-
tributional effect of the proposal is uncer-
tain.

The CBO estimates that enactment of
this proposal will reduce the deficit by $180
million in Fiscal Year 1991 and by $1.53 bil-
lion over the next five fiscal years.

FEHB State Premium Taxes

Under current law, FEHB insurance carri-
ers are required to pay state premium taxes.
These taxes are buflt into the program's
premium base. Exempting carriers from
paying this tax would result in a premium
reduction (which of course, reduces the gov-
ernment’'s share).

The Committee recommendation would -
exempt the Federal Employees Health Ben-
efits Program from state premium tax re.
quirements in a manner similar to the ex-
emption presently applicable to the Federal
Employee’s Life Insurance Fund. It is esti-
mated that enactment of this proposal will
reduce the deficit by $31 million in FY 1991
and $155 million over the next 5 fiscal years.
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GENERAL GOVERNMENT REFORM

The Committee has approved legislation
that includes the text of H.R. §450, the
Computer Matching and Privacy Protection
Act Amendments- of 1980. The Administra-
tion supports enactment of the measure.
‘This bill marks two changes to the Comput-
er Matching and Privacy Protection Act of
1968. First, the bill changes the period of
time required by law to notify recipients of
federal benefit programs about the resuits
of a computer match prior to taking adverse
action sgainst individuals. Second, the bill
creates an alternative to independent verifi-
cation requirements set up by the 1888 law
tn limited circumstances.

The 1088 Act established procedures for
federal and state agencies to follow when
conducting computer matches using federal
tnformation subject to the Privacy Act.
These computer matches are generally used
to check the eligibility of individuals to re-
ceive government benefits, like Food
Stamps and AFDC. The law requires ade-
quate due process protection for individuals,
particularly that prior to taking adverse
action against an individual based on the re-
‘sults of a match, the agency must wait 30
days after giving notice. This gives the indi-
vidual an opportunity to contest the resuilts
of the match. The law also requires the
agency to take steps to independently verify
the results of the match prior to taking ad-
verse action.

Prior to the law’'s enactment, several state
agencies administering AFDC, Medicaid and
Food Stamps programs—which generally
had had a 10 day notice-and-wait period—
expressed concern that the 30 day period
would result in overpayments to individuals
who did not qualify for benefits. These over-
payments would then have to be recouped
by the agency. States also expressed con-
cern about the costs they would fncur from
having to independently verify certain in-
formation received from the federal Gov-
ermmment.

Accordingly, the bill modifies the notice
and walt provision by allowing the agency to
use the notice and wait perfod of the under-
lying benefit program before taking adverse
action based on 8 computer match result. If
the underlying program has no notice and
wait requirement, the 30 day period con-
tained in the original law is retained.

The bill also provides for an alternative
means of verifying information for purposes
of complying with the law. The bill allows
sdverse action to be taken without inde-
pendent verification if the Data Integrity
Board of the agency providing the informa-
tion determines that the information is im-
ited only to identification of the individual
(such a3 name and 8S number), and that
there is a high degree of confidence that
the information in the records provided by
the agency is accurate.

The CBO estimates that enactment of
these provisions will produce a five-year cost
savings of $270 million.

H.R. 3139
The Committee has approved legislation
that includes the text of H.R. 8139, the
Portabflity of Benefits for Department of
Defense Nonappropriated Fund Employees
Act of 1989. The Department of Defense
(DoD) has nearly 200,000 nonappropriated

fund (NAF) employees who work in the .

military morale, welfare, and recreation
work force. The FY 89 Defense Authoriza-
tion Act required DoD to reorganize the
nonappropriated fund work force, which
would cause up to 6,000 NAF employees to
be converted to the civil service and up to
2,000 civil service employees to be converted
to nonappropriated fund status.
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‘H.R. 3139 will allow the affected employ-
ees to make these changes without a loss in
pay or benefits, such as retirement, leave,
and health and life insurance. The bill
allows service as a NAF employee to be cred-
itable as Federal service for purposes of: de-
termining the order or retention during &
reduction-in-force; computing the period of
sarvice used for determining eligibility for a
periodic step increase; and determining the
number of years of service applicable for ac-
crual of annual leave.

‘The bill allows all annual leave, sick leave,
and home leave of a NAF employee who
moves to & civil service position to be trans-
ferred without limit. Likewise, all annual
leave, sick leave, and home leave of a civil
service employee who moves to 8 NAF posi-
tion will be transferred without limit.

The CBO estimates that enactment of
these provisions will produce s $6 million
dollar savings in FY 91, with a five year sav-
ings of $30 million.

Reforms in the Health Bendm Program

B8ection 8007 includes four specific Jegisla-
tive reforms in the Federal Employees
Health Benefits Program (FEHBP). :

Section 8007(a) amends section 8902 of
title 8, United States Code, by adding a new
subsection (n). The new subsection directs
that contracts for health benefits insarance.
under service bepefit plans, indemnity bene-
fit plans, and employee organizztion plans
must require carriers to implement hospital-
{zation cost-contaimment measures and es-
tablish incentives t0 encourage compliance
with the measures impiememed. Compre-
hensive medical plans are intentionally ex-
cluded froan coverage of this new provision
since the cost-coptainment measures envi-
sioned by the amendment are inherent in
the operation of those types of pians.

New section 8902(nX1), subparagraphs (A)
through (D), enumerate specific cost-con-
tainment measures which must be tncluded
in those implemented by the carrier in any
comtract for benefits. The specific measures
are directed primarfly toward pre-admission
certification In non-emergency situstions
and large-case management.

Bection 8007(b) amends section 8909(a) of
title 5, United States Code, to require tight-
er management controls in disbursement of
moneys from the Employees Health Bene-
fits Fund (Benefits Pund). The amendment
requires that payments made from the Ben-
efits Fund to plans participating in the
letter-ofcredit sccount disbursement
method be made only an a checks-presented
basis (as defined by the Department of the
Treasury). Consequently, plans would re-
ceive transfers of money only when actually
meeded by the plans to honor plan checks as
they are presented for payment. Under ex-
isting practice, some plans have received
transfers of money upon receipt of clatms
rather than issuance of beneficiary or pro-
vider payments.

Section 8007(d) amends sectlon 8910 of
title 5, United States Code, to add a new
subsection (d). The new subsection requires
the Office of Personnel Management, in
consultation with the Department of Health
and Human Services, to develop and imple-
ment a system through which health dbene-
fits plan carriers will be able to identify
Medicare-eligible FEHBP annuitants. Estab-
lishment of this system will ensure that
payments under coordination of benefits
with Medicare do not exceed the present or
future statutory maximums which physi-
cians may charge Medicare beneficiaries.

Section 8007(e) sets forth the effective
date for all amendments made by section
8002 as January 1, 1981. The amendments
will apply with respect to all contract years
beclnnmt on or after that date.

October 18, 1990
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U.S. SENATE,
COMMITTEE ON VETERANS' AFFAIRS,
Washington, DC, October 12, 1990.
‘ Hon. Jiv SASSER,
Chairman,
Hon. PeTE V. DOMENICI,
Ranking minority member,
Committee on the Budget,
U.S. Senate, Washington, DC.

Dear JiM anp PETE: Pursuant to section
4(a) of House Cancurrent Resolution 310,
the Concurrent Resolution on the Budget
for Fiscal Year 1991, and action of the Com-
mittee at an October 12, 1990, meeting, the
Committee on Veterans' Affairs is submit-
ting to the Budget Committee the enclosed
legislation and report recommending budget
savings. The reconciliation instructions con-
tained in section 4(¢)10) of H. Con. Res. 310
require this Committee to report changes in
laws within this Committee’s jurisdiction
sufficient to reduce outlays for veterans'
programs by $620 million in fiscal year 1991
and $3.35 billion in fiscal years 1991-1895.

In order to meet these requirements, our
Committee, by voice vote, makes numerous
recominendations, all of which are ex-
plained in the enclosed report language. In
light of the savings levels required, we be-
leve that these recommendations would
make savings in the most apprpriate areas.

We also have enclosed a cost estimate pre-
pared by the Congressional Budget Office.

Estimated savings resulting from enact-
ment of the legislation we are submitting
would exceed the five-year total of $3.35 bil-
Hon In reguired reconciliation savings by
$2.71 billion. According to CBO estimates,
the Committee legislation would achicve net
savings of $6.059 billion in outlays over
fiscal years 1991 through 1995.

Sincerely,
ALAN CRANSTON,
Chairman.
Franx H. MURKOWSKI,
Ranking minorily member.

TrrLe XI—BUDGET RECONCILIATION RECOM-
MENDATIONS OF THE COMMITTEE ON VETER-
ANS' AFFAIRS.

INTRODUCTION

Section 4(c)(10) of the Concurrert Resolu-
tion an the Budget for Fiscal Year 1991 (H.
Con. Res. 310) requires the Senate Commit-
tee on Veterans’' Affairs to submit to the
Senate Committee on the Budget recom-
mendations for changes in laws within the
furisdiction of the Committee on Veterans’
Affairs that in FY 1991 would reduce out-
lays by $620 million and outlays in FYs
1991-1995 by $3.35 billion.

On October 12, 1990, the Committee met
in open session and by vcice vote agreed to
recommend legislative provisions that would
yeild savings of $648 million in FY 1991 and
a total of $6.05 billion in F¥s 1991-1995.
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VA health-care services based on income
status under sections 610(a) (1)(I) and (2),
610(b), and 612(a)(2)(B) of title 38, and (b)
only wage and self-employment information
from such returns for purposes of determin-
ing eligibility for compensation paid, pursu-.
ant to section 4.16 of title 38, Code of Feder-
al Regulations, at the total-disability-rating
level based on an individual determination
of unemployability.

Section 11051 is substantively identical to
section 710 of S. 2100 as reported by the
Committee on July 19 and to section 704 of
S. 13 as reported on September 13, 1989,
which is discussed in detail in the report ac-
companying S. 13 (S. Rept. No. 101-126,
pages 297-303).

Savings

According to CBO, the enactmecnt of sec-
tion 11051 would result in savings of $28
million in outlays in FY 1991 and total sav-
ings of $787 million in outlays in FYs 1991-
1995,

SUBTITLE F—MISCELLANEOUS

Use of Internal Revenue Service and Social
Security Administration Dala for Income
Verfication
Section 11051 of the reconciliation legisla-

tion would amend paragraph (7) of section

6103(1) of the Internal Revenue Code of

1986 (26 U.S.C. 6103(1)(7))—relating to dis-

closures of certain third-party and self-em-

ployment tax information (from the Com-
missioner of Social Security or the Secre-
tary of the Treasury) to Federal, State, and
local agencies administering certain pro-
grams under the Social Security Act (essen-
tially Supplemental Security Income, Aid to

Families With Dependent Children, and

Medicaid), the Food Stamp Act of 1977, or

the unemployment compensation program

for purposes of income verification—so as to
require disclosure to VA of (a) such infor-
mation for purposes of determining eligibil-
ity for VA needs-based pension programs
under chapter 15 of title 38 or any other law
administered by VA, needs-based parents’
dependency and indemnity compensation
provided under section 415 of title 38, and
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to authorize VA to require disclosure of
claimants’ and depehdents' Social Security
numbers (8SNs) in all claims for VA disabil-
ity and death benefits. Congress declined to
include 8, 1110 in veterans legislation en-
acted last year because the Committee be-
lieved that VA had not shown the report on
8. 13 (8. Rept. No. 101-126, pages 98-100),
the Committee directed that you report to
the Committee: : c o

(1) the nature and extent of any abuses

VA has discovered through use of names
and other indentifying information of
claimants, beneficlaries, and dependents in
the cases of compensation and pension ben-
efits as to which VA now lacks authority to
require 8SNs, and (2) in the case of each
such benefit, the estimated number of cases
in which VA believes SSNs are necessary to
identify claimants, beneficiaries, and de-
pendents in income verification processes,
along with the estimated average monthly
dollar amounts of the benefits involved.

Unfortunatley the information that the
Committee sought to obtain was not provid-
ed. In order for the Committee to have the
opportunity to consider 8. 1110 before the
end of the current Congress, I 'would appre-
clate receiving responses to these questions
before Congress reconvenes on September
10. If you have any questions regarding this
matter, please have your staff contact Mi-
chael W. Cogan, Assoclate Counsel of the
Committee, at 224-91286.

Thank you, Ed, for your cooperation on
this and other matters relating to the ad-
ministration of veterans programs.

With warm regards,

Cordially,
ALAN CRANSTON,
Chairman.
THE SECRETARY
0F VETERANS AFPTAIRS,
Washington, DC, September 26, 1990.
Hon. ALAN CRANSTON,
Chairman, Committee Qn Veterans’ Affairs,
U.S. Senate, Washington, DC.

DrAR MR. CEAIRMAN: I am pleased to reply
to your August 27, 1990 request for informa-
tion justifying our need for the S8ocial Secu-

Reporting of Social Security Numbers by 'rity numbers of VA-benefit recipients to

Claimants and Uses of Death Information
by the Department of Veterans Affairs

Section 11053 of the Committee legisla-
tion would require mandatory disclosure of
claimants’ and dependents’ 8Social S8ecurity
numbers (SSNs) in all claims for VA disabil-
ity and death benefits. Under this provision,
VA also would be required to compare its
records regarding recipients of VA compen-
sation or pension benefits with records of
the Department of Health and Human Serv-
lces to determine whether any such VA
beneficiaries are deceased.

Chairman Cranston. at the request of the
Administration, introduced legislation (S.
1110) on June 1, 1889, which would require
the disclosure of 8SNs to VA in all claims
for disability and death benefits. At that
time, the Committee believed that VA had
not provided adequate justification for this
requirement and in an August 27, 1990,
letter from Chairman Cranston, the Com-
mittee requested additional information jus-
tifying VA's need for the SSNs of VA-bene-
fit recipients. That letter, and VA's Septem-
ber 26, 1990, response, follow:

U.S. SENATE,

COMMITTEE ON VETERANS' AFFAIRS.

Washington, DC, August 27, 1990.
Hon. EpwARD J. DERWINSKI,
Secretary of Veterans Affairs,

Washington, DC.
Dxar Ep: On June 1, 1989, at the requst of

the Administration, I introduced 8. 1110,
which would amend seciton 3001 of title 38

ensure proper payment levels. I have en-
closed & reponsive paper prepared by the
Chief Benefits Director. We would appreci-
ate whatever support you can lend our pro-

Sincerely yours,
Epwarp J. DERWINSKI.

Mandatory Disclosure of Social Security

Numbers

Senator Cranston has requested informa-
tion as to (1) the nature and extent of any
abuses VA has discovered through the use
of names of other identifying beneficiary in.
formation in the cases of compensation and
pension benefits as to which VA now lacks
authority to require 8SNs, and (2) In the
case of each such benefit, the estimated
number of cases in which VA believes SSNs
are necessary to identify beneficliaries in
income verification processes., along with
the estimated average monthly dollar
amounts of the benefits Involved.

The protocols we use for our data match-
ing programs make it almost impossible to
provide the type of data requested by Sena-
tor Cranston. For due process and privacy
reasons, during computer matches we do not
accept or provide data on a beneficlary
unless we are absolutely confident that the
individual in our file is the individual on the
matching file. We do not match on name
alone. Depending upon the nature of
records against which the match is being
made, there may or may not be date of birth
or some identifying information other than
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& social security number. If, during the
matching process, any discrepancy is found
in the name and/or other identifying data,
or if there is no identifying information
except the name, the case is placed in the
‘“unable to match” category, Thus, no data
is obtained to verify eligibility or payment
amount, and we have no means of determin-
i{ng the nature or extent of the problems or
abuses in such cases.

The vast majority of our pension cases
contain a social security number. Approxi-
mately 200,000 (8.0 percent) of the service-
connected death and disability cases, howev-
er, lack this critical identifer. A study re-
cently completed by the General Account-
ing Office illustrates one of the problems
these cases present.

On July 27, 1990, GAO issued a report (en-
titled “VA Needs Death Information From
Bocial Security To Avoid Erroneous Pay-
ments (GAO/HRD-90-119)") which recom-
mended that Congress authorize VA to re-
quire social security numbers of all veterans
and their survivors as a condition for eligi-
bility for either compensation or pension
benefits. During its study. GAO matched
VA's 3.5 million payment records for April
1989 against death information kept by the
Bocial Security Administration and identi-
fied several hundred deceased veterans who
had active compensation or pension awards.
VA is doing a claims folder review of ap-
proximately 1,600 of these cases (about one-
third of the cases GAO tentatively identi
fied). To date, 563 folders have been re-
viewed. In all but 77 cases, the regional
office of jurisdiction had received notice of
the beneficiary's death and terminated pay-
ments in the interim since April 1989. The
77 cases still in payment status involved
service-connected death or disability bene-
fits. Overpayments {n these compensation
and DIC cases totaled $458,000, an average
of $8,039 per case. No pension cases were
found to still be in payment status, in large
part because the annual VA/SSA data
match and the requirement for submission
of an annual eligibility verification report
served as mechanisms to ensure that the re-
glonal office obtained notice of the benefi-
ciary's death. Over the years VA has used
the annual SSA data match to identify
needs-based with missing or incorrect social
security numbers. Current regulations allow
VA to require such beneficiaries to disclose
their correct social security numbers.

At recent meetings, representatives of the
Retired Pay Centers for the various military
service branches again emphasized the im-
portance and value of social security num-
bers in the VA/DOD data matches. In the
past, millions of dollars in overpayments oc-
curred each year because VA and the service
departments could not identify cases in
which a veteran was receiving compensation
and retired pay or drill pay concurrently.
Today, for those records which contain &
social security number, these overpayments
have all but been eliminated by on-going
data matches.

We believe that our current data match-
ing programs amply demonstrate the advan-
tages that can be achieved when the benefi-
clary’s social security number is a part of
the claims record. Mandatory disclosure of
this information for all beneficiaries would
permit VA to improve current matches and
provide a solid basis for additional matches.

.8avings
Enactment of section 11053 would result
in savings of $4 million In outlays in FY
1891 and total savings of $47 million in out-
lays for FYs 1991-1995.
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U.8 Comoress,
Cowcazssronal Buncer

Orrics,
Waoshington, DC, October 12, 1890.
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Affairs, ss ordered transmitted to the contained in these legislative proposals

e:a”t;ocmmmnwnoaow

The estimates included in the sttached
table represent the 1991-1995 effects on the
federal budget and on the budget regolution
baseline of the Committee’s legislative pro-

measure against the budget resolution rec-
oncfliation instructions.

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

Sincerely,
RoBERT D. REISCRAUEZR,

Budget Office has prepared the attached posals affecting spending. CBO understands Director.
cost estimate for the Reconclliation recom- that the Committee on the Budget will be
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OMNIBUS BUDGET
RECONCILIATION ACT OF 1990

The Senate continued with the con-
sideration of the bill.

AMENDMENT RO. 3033

(Purpose: To exclude the 8ocial Security

trust funds from the deficit calculation)

Mr. HOLLINGS, Mr. President, on
behalf of Benator HEINZ, Senator
MoOYNIHAN, and myself, I send an
amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report. .

‘The assistant legislative clerk read
as follows:

‘The Senator from 8outh Carolina, "{Mr.
Horrmes), for himself, Mr. Hxrnz, Mr. Moy-
WIHAN, Mr, McCarn, Mr, PrRESSLER, Mr. Mc-
CoNNZLL, Mr. GRAHAM, and Mr, GRASSLEY,
proposes an amendment numbered 3033.

Mr. HOLLINGS. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection it is so ordered. -

The amendment is as follows:

At the appropriate place, insert the fol-
lowing:

BEC. .BO0CIAL SECURITY PRESERVATION ACT.
(8) B8roRT TIME-This section may be
w as the “Social Security Preservation

(b) Derinirion O Drxricrr.—(1) The
second sentence of paragraph (8) of section
3 of the Congressional Budget and Im.
poundment Control Act of 1974 (2 US.C.
622(8)) is repealed.

(2) Bection 275(b)(2XA) of the Balanced
Budget and Emergency Deficit Control Act
of 1985 (2 U.S.C. #01 note) is amended by
striking out “and the second sentence of sec-
tion 3(6) of such Act (as added by section
201(aX1) of this joint resolution)".

{c) SociaL SECURITY ACT.—Subsection (a!
of section 710 of the Soclal Security Act i
amended by striking “shall not be includec
in the totals of the budget” and inserting
“shall not be included in the budget deficit
or any other totals of the budget''.

(d) Errective Dare.-~The amendment:
made by subsections (b) and (c¢) shall apply
with respect to fiscal years beginning afte
September 30, 1990. .

Mr. HOLLINGS. Mr. President, the
Senate at long 1ast gets the opportuni
ty to vote on taking the Social Securi
ty trust fund off budget. This is ¢
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simple measure with an all-important
bublic purpose: to preserve the integri-
ty of the Social Security trust fund by
removing the huge Social Security sur-
pluses from calculations of the budget
for purposes of Gramm-Rudman-Hol-

This amendment passed by a biparti-
san 20 to 1 vote in the Budget Com-
mittee 2 months ago. If signed into
law, it will move us one -giant step
closer to exposing the true size and
scale of the Federal budget deficit and
attaining truth in budgeting. Unmask-
ing the true deficit is, in turn, the es-
sentfal precondition for rallying public
support behind a meaningful effort to
reduce the deficit through significant
spending cuts and tax increases. And,
ultimately, the only way to truly pro-
tect and preserve the Social Security
trust fund surpluses is to balance the
budget and, indeed, begin to run the
Government in the black.

The fact is that more than half of
the annual Federal budget deficit is
now hidden from public attention due
to accounting tricks and quirks. To il-
Justrate the problem, I would note
that on July 16, Office of Management
and Budget Director unveiled a reesti-
mated, midyear fiscal 1991 deficit pro-
jection which he claimed to be $168.8
billion, excluding the megablillions to
be spent on the S&L bailout. Mr. Dar-
man's $168.9 billion figure depends on
two things. First, it depends on count-
ing off budget upward to $100 billion
in S&L bailout spending in 1991,
which is by no means a foregone con-
clusion inasmuch as, under current
law, all future S&L spending will in
fact be counted on budget. Second, it
depends on counting on-budget the
huge Social Security trust fund sur-
plus. In other words, the game is this:
Anything that decreases the deficit is
counted on-budget, and anything that
increases the deficit is put off. Howev-
er, if we take the honest approach of
putting S&L bailout expenses on-
budget while putting the Social Secu-
rity surpluses off-budget, then we see
that the true fiscal year 1991 deficit
estimate is closer to $400 billion—more
than two times bigger than Mr. Dar-
man's fanciful $168.8 billion.

Mr. President, in all the great jam-
balaya of frauds surrounding the
budget, surely the most reprehensible
is the systematic and total ransacking
of the Social Security trust fund in
order to mask the true size of the defi-
cit. As we all know, the Social Security
payroll tax has become & money ma-
chine for the U.S. Treasury, generat-
ing fantastic revenue surpluses in
excess of the costs of the Social Secu-
rity program. Excess Social Security
tax revenues were $65 billion in 18980
alone—boosted by yet another rise in
the Social Security tax rate this past
January 1. In fiscal year 1991, the sur-
plus will be $73 billion. By 1993, the
annual Social Security surplus will
soar to $95 billion. The surplus will be
::34 billion over the 5 years of this
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The public fully supported enact-
ment of hefty mew Social Security
taxes in 1983 to ensure the retirement
program’'s long-term B8olvency and
credibility. The promise was that
today's huge surpluses would be set
gafely aside in a trust fund to provide
for baby-boomer retirees in the next
century. ’

Well, ook again. The Treasury is si-
phoning off every dollar of the Social
Security surplus to meet current oper-
ating expenses of the Government. By
thus reducing the deficit, we mask the
true enormity of the Federal budget
crisis while creating the illusion that
Congress and the administration are
actually doing something about defi-
cits.

The hard fact is that, in the next
century, the Social Security system
will find itself paying out vastly more
in benefits than it {s taking in through
payroll taxes. And the American
people will wake up to the reality that
those IOUs in the trust fund vault are
a 21st century version of Confederate
war bonds. -

Of course, the Treasury would have
the option of raising taxes to repay
the astronomical sums we have bor-
rowed from the trust fund. But that
would be a brazen rip-off of working
Americans, many of whom will be re-
tirees obliged to pay a second time for
the benefits they have already earned.

On the other hand, if the Treasury
wimps out and chooses not to ralse
taxes to reimburse the trust fund,
then there will be no alternative but
to slash Social Security benefits. The
most likely scenario Is that Social Se-
curity payments would be turned into
Just another means-tested welfare pro-
gram for the very poor; if you make
more than, say, $15,000 per year, then
forget about collecting any Social Se-
curity benefits.

Any way you slice it, it Is lousy
public policy to borrow massively from
the Social Security trust fund with no
credible plan for reimbursement. Of
course, the immediate damage from
this approach is that it allows us to
mask the true scale of the Federal
budget deficit, thus making it easier
for us politicians to sit on our hands.

Now, Mr. President, objection was
heard In the Budget Committee that
removing Social Security surpluses
from the deficit calculations would
make the fiscal year 1991 Gramm-
Rudman-Hollings target unreachable.
Several Senators issued apocalyptic
warnings that my bill would destroy
Gramm-Rudman-Hollings because it
does not provide for an extension of
the Gramm-Rudman-Hollings deficit-
reduction timetable. Yet, as a practical
matter, this {ssue Is now moot. The
budget summit agreement, and now
the House and Senate reconciliation
bills, have ended any hope or expecta-
tion that we will balance the budget in
the foreseeable future. Indeed, we no
longer even talk about deficit targets.
Instead, we talk about endlessly fud-
geable spending-reduction targets,
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which means we can reach the spend-
ing-reduction target even though the
deficit doubles, yet we can still say we
have made the hard choices and done
our job. I say this is all the more
reason to protect Social Security by
means of this amendment, With all re-
straints now gone, we have a special
obligation now to safeguard the Social
Security trust fund.

Mr. President, in our casual embez-
zling from the trust fund, we have
committed a gross breach of faith with
the American people. Social Security
{s perhaps the most successful social
program ever enacted by the Federal
Government. Without question, it is
the most effective antipoverty pro-
gram In history. Social Security is not
charity or welfare. On the contrary, it
{s a supplementary retirement fund
that workers pay for with their hard-
earned money.

However, let's be under no illusions
that this bill would put an end to the
ransacking of the Social Security trust
fund. It does not. Trust fund surplus-
es, which by law can be invested only
{n Government securities, will contin-
ue to be spent to meet the operating
expenses of the Government. The only
way to prevent the trust fund moneys
from being spent in this manner s to
change the law to permit investment
of Social Security moneys in nongov-
ernmental equity, a policy change I do
not now recommend. However, this
bill will indirectly act to safeguard the
Social Security trust fund by increas-
ing the pressure to tackle the deficits
{n & meaningful, dramatic way. After
all, there is one sure-fire way to pro-
tect the Social Security surpluses: bal-
ance the Federal budget.

Mr. President, I say it is time to stop
playlng games with Social Security
and the Government's finances. It is
time to use honest budget numbers
and to make honest budget choices. By
all means, let us begin by putting
Social Security truly in trust and to-
tally off budget.

Mr. President, I ask for the yeas and
nays on the amendment.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.

Mr. HOLLINGS. Mr. President, I
yield 2 minutes to Senator HEINZ.
from Pennsylvania, and then I will
yield to the distinguished Senator
from New York.

Mr. HEINZ. Mr. President, I ask
unanimous consent that Senator
Coars and Senator KasTEN be added
as cosponsors of the amendment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. HEINZ. Mr. President, I have
spoken here on the floor about how
our addiction to deficit spending has
gotten us into the habit of misappro-
priating the 8Social Security trust
funds, and its annual surpluses to
cover up and hide the truth about the
real size of the Federal budget deficit.
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I have shown, as these ‘charts once
again illustrate, how much faster our
national debt is growing than what we
report as our deficits. .

In just the last 4 years—our national
debt has grown by some $376 billion
more than the deficits that we tell
people ought to add up to our debt.

Mr. President, the vote we are about
to have is more than a vote to stop
this annual game of deficit deception.

This {5 a vote to demonstrate once and
for all this Chamber’s commitment to
milions of aged and disabled Ameri-
cans who depend on Social Security
for their retirement. ‘

This is a vote to protect the Social
Security trust funds for future genera-
tions who are now paying in.

This is a vote to end the diversion of
8ocial Security trust funds to a pur-
pose for which they were never in-
tended. )

Finally, this is a vote for making
truth in budgeting the standard upon
which Republicans and Democrats and
the American people may and will rely
as we make the decisions we must for
them. . ‘

SOCIAL SECURITY TRUST FUND SURPLUSES

Mr. President, later today we wjll be
presented with a leadership amend-
ment. That amendment as contem-
plated by the budget summit is deeply
flawed. It fails to remove the Social
Security Trust Funds—the OASDI
Program and its finances as & whole,
from the budget and the budget proc-
ess,
The Heinz-Hollings amendment we

offer today will demonstrate once and
for all this Chamber’s commitment to
millions of aged and disabled Ameri-
cans who depend on Social Security
benefits in retirement. It is an amend-
ment designed as well to ensure that
America regains its fiscal integrity and
reenters the world market place as the
engine of economic growth and oppor-
tunity we want our country to be.

The amendment that Senator HoL-
LINGS and I are proposing, would sepa-
rate the Social Security surpluses,
cash and interest, from the deficit re-
duction calculations, would protect the
trust fund for future generations, end
the practice of using these surpluses
to hide annual deficits, and reduce and
hopefully eliminate the public debt
currently held by corporations, institu-
tions, and most of all and increasingly,
foreign investors. .

This effort today is part of & larger
understanding—a thoroughgoing or-
chestrated effort—to make truth in
budgeting the standard against which
Republicans and Democrats alike con-
sider a budget and every budget.

This reconciliation bill came forth
with a plan that included taking only
a part of Social, Security out of the
Gramm-Rudman-Hollings deficit cal-
culations. It is a plan that only saves
half a loaf. The other half—the large
and growing interest payments .that

. Social Security earns on its invest-
ments—is still missing. Mr. President
the purpose of our amendment is to
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safeguard the whole loaf. We have
skirted the challenge of true budget

Jreform for almost a decade now, pre-

ferring to nickel and dime away our
children’s and grandchildren’s future
in lieu of making some hard political
choices on spending and taxes. This
occurred despite a recommendation
from the Senate Finance Committee
to exclude all Social Security funds,
both revenues and expenditures, from
the calculation of the deficit.

I ask now what should be a purely
rhetorical question, that is: Are we
going to move ahead with real budget
reform, or continue the political cow-
ard’s charade of blessing the budget
with our right-hand while we doctor
the books with the left? I say it should
be rhetorical, but having asked it here
and before numerous committees on
more occasions than I can—or care
to—recount, I remain doubtful. We
have yet to move ahead, despite
mounting evidence'that through our
lack of initiative, like the Lilliputians,
we immobilize the mighty Gulliver of
our economy with ever-lengthened
lines of debt.

With each morning headline and
each nightly news report, the fiscal
quagmire this country is in deepens.
Although the final figure has not been
released, the Office of Management
and Budget's mid-session review pre-
dicted that our fiscal year 1990 base-
line deficit was $218.5 billion—$118.5
billion more than the Gramm-
Rudman-Hollings target and $94.7 bil-
lion more than the deficit predicted by
the President’s budget for fiscal year
1991. ’

We are already bent—and bent total-
ly out of shape by the burden of this
debt. Last year’s Interest payments
alone—over $180 billion—will not go to
help the poor without health insur-
ance, or to build roads, or to cancer re-
search or national defense or better
schools. Those dollars go to investors,
bankers, and the wealthy here and
abroad. Mr. President, that $180 bil-
lion dedicated to interest on the na-
tional debt is more than the Federal
Government plans to spend for farm
aid, . housing, education, unemploy-
ment compensation, veterans’ benefits,
the post office and highways—com-
bined. I repeat, combined.

There are times when a nation
might spend beyond income. Times
when debt is an outcome of necessity.
There are times of financial famine,
when extraordinary expenditures are
required to provide basic services. Or
times of foreign conflict, when free-
dom hangs on the ability to mobilize
quickly and effectively. The debt we
are amassing today comes from nei-
ther; it is driven simply by & political
expediency whose guiding principle is
not how to help our country but how
to get through the next election with
the greatest possible personal or parti-
8an success. -

Our faflure to address the budget
deficit has cost us and will continue to
cost us real economic growth, the sort

S 15779

of growth we need to guarantee a pros-
perous future for ourselves and our
children. The world economy is a com-
petitive place, and we have not been
keeping up with the competition.
Since 1970, we have consistently run &
trade deficit. In 1988, our trade deficit
was $137 billion, money that flows
overseas to the benefit of foreign in-
vestors. These same investors then
turn around and buy Treasury bills—
investing in Government debt—and we
wind up paying interest on the money
we lost overseas becaue of the trade
deficit. In 1989, $394 billion of our na-
tional debt was held by foreigners, and
we paid them $33 billion in interest
alone, one-sixth of the total interest
paid on the national debt that year.
Who's to blame for our failure to man-
ufacture good quality, affordable mer-
chandise in this country? Who has
forced our manufacturing industries,
once the envy of the world, to either
shut down or open up factories over-
seas? We, the Congress of the United
States, have allowed our crucial heavy
industries to suffer because we have
continued to run tremendous deficits

.and have allowed an unconscionable

Federal debt burden to accumulate.
The reason Japan exports so many

cars to the United States is not be-

cause Japanese engineers are any

‘smarter than our engineers or that

Japanese workers' work any harder
than our workers. Our workers are the
most productive in the world, but our
car manufacturers and other heavy in-
dustries lack one competitive advan-
tage that Japan has: cheap capital.
Capital is the life-blood of any indus-
trialized nation, and Japan has plenty
of it. Why? Because the Japanese Gov-
ernment runs a budget surplus and
Japanese individuals and businesses
save and invest their capital in
growth-creating businesses. In the
1980’s, Japan and other industrialized
nations have reduced their budget
deficits and are, in some cases, running
budget surpluses. In 1988, the Japa-
nese ran & surplus representing 0.2
percent of Japanese gross domestic
product; our budget deficit was 2.1 per-
cent of our gross domestic product. At
the same time, these countries have
increased net national savings. For ex-
ample, from 1984 to 1987, the Japa-
nese net national savings rate was 17.4
percent; for the United States, the
rate is 3.6 percent, almost five times
less.

By running tremendous budget defi-
cits, we force the American Govern-
ment to borrow heavily in the private

‘capital markets. This makes it more

expensive for our growth-producing
industries to attract the capital they
need to {nvest in new plants and equip-
ment or research and development. In
the 1880’s, U.S. short-term and long-
term interest rates have consistently
been almost twice as high as compara-
ble Japanese rates. Because American
industry is saddled with twice the in-
terest costs of Japanese industry, our
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productivity growth has slowed while
Japan:s had increased, In 1850,
Japan's rate of productivity growth
was only 15.2 percent of ours; by 1988,
it had increased to 71.5 percent. At this
rate, the Japanese economy will soon
produce as much work product per
worker as the United States economy;
when that happens, it will be difficult
to catch up without & traumatic re-
structuring of our economy and trade
practices.

But the debt we face today is not a
product of necessity, but of egregious
fiscal management, of inflated expec-
tations—and yes, of our own inability
to make difficult choices. It reflects a
laissez faire attitude toward the long-
term economic well being and survival
of this Nation, when we ought to show
& determination to preserve the best of
what we have and bufld for yet a
better future. A case in point, Mr.
President, is that just 10 years from
now, depending on economic assump-
tions, &s much as 40 percent of all non-
Social Security revenues will be re-
Quired to make interest payments on
debt alone.

That, Mr. President, is the good
news. The truth is that Congress, by
counting the old-age, survivors and
disability income trust funds as part of
general revenues, raditally distorts the
actual financial health of this Nation
by pretending that the money paid in
by workers to Social Security will
never be paid out. Just In fiscal year
1990 alone, this trick allowed us to
pretend that our deficit was $59 billion
smaller than it actually was.

It Is important to remember that the
reserves accumulating {n the trust
fund are not just protection against a
potential rainy day for Social Security.
They are the actuarial projections set
forth in 1983 program reforms for a
flood of retirees with the aging of the
baby boom in the next century.

As we know, these surpluses do not
exist as real cash. They represent de-
posits to the U.S. Treasury which are
immediately credited to the Social Se-
curity trust funds. Since the U.S.
Treasury has the use of the cash, they
immediately start paying interest on
these balances. Similarly, the interest
is never transferred to the trust funds
a5 cash, but is, like the original depos-
its, credited to the Social Security
trust fund accounts by the Treasury.
And, in turn, since the Treasury again
has the use of the cash they would
otherwise have paid, interest is earned
on the interest credited. While these
are the realities of U.S. law, making
the US. Treasury our Government's
single payee and payor and handler of
cash, and the requirement the trust
funds always be invested, the figures,
even if all only on paper, are no less
real. After all, the laws we make in
this body are only on paper. They are
no less real for that, either.

Since 1983, when we may have saved
the Social Security goose, we have sys-
tematically proceeded to melt down
and pawn the golden egg. It doesn't
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take a financial wizard to tell us that
spending these reserves on today’s
bills does not bode well for tomorrow’s
retirees.

‘Congress didn't originally intend to
mislead or deceive the American
public when it enacted Gramm-
Rudman-Hollings, Mr. President, We
may plead innocent to malice afore-
thought, but must stand guilty of con-
scious deceit in present practice. We
have willfully put off tough choices
and attempted to make ourselves 100k
good by spending someone else’s
money—that of the American worker’s
today and that of our retirees of to-
MOITow. i

We have dealt in half truths for too
long. We have dammed up the river of
future investment capital in an ocean
of debt. We have all but sucked dry

the retirement security of generations

in our thirst for new spending in an
era of drought of new revenues.

It i8 time for this administration and
this Congress to acknowledge the
whole truth of our budget crisis and to
build a bipartisan solution based on
that truth. This means, for starters,
that we remove the Social Security
Trust Funds from all budget calcula-
tions beginning with the fiscal year
1991 budget. -

The PRESIDING OFFICER. The
Senator’s time has expired.

Mr. HOLLINGS. 1 yleld to the dis-
tinguished Senator from New York.

Mr. MOYNIHAN. Mr. President,
earlier this year, the Senator from
Pennsylvania described what is being
done with the Social Security trust
funds as embezzlement. I do not think
he can use that word in the future if
this amendment does not pass because
embezzlement will have become legal.
I have nothing more to say. .

Mr. HOLLINGS. Mr. President, o
consideration of this particular matter
earlier this spring, the Budget Com-
mittee voted, by a vote of 20 to 1, to
favorably report Csalendar No. 812, 8.
2999 by our distinguished chairman of
the Budget Committee, Senator
SasskR. It has been, as we sald earlier,
the work of a couple of years. I have
additional cosponsors who are coming
forward by the moment. 1 ask unani-
mous consent that Senator SANFORD,
Senator LeEvin, Senator KERRY, Sena-
tor JEFFORDS, Senator DECoRCINI, Sen-
ator S1MON, Senator RiecLe, Senator
BrRADLEY, and Senator KASTEN
added as cosponsors of the particular
measure.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. HOLLINGS. I yield to the Sena-
tor from Wisconsin,

Mr. KASTEN. I thank the Senator
from South Carolina for yielding. 1
simply want to say that I would like to
be added as a cosponsor of this amend-
ment, and 1 congratulate and com-
mend people on all sides of this
debate. We are not quite where Sena-
tor MoyNmHAN would want us to be,
and that is to also reduce the FICA
tax. We might be there some day. This
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is a very important step. In fact, I pro-
posed the first bill that would both
reduce the payroll tax—and take
Social Security out of the budget. My
bill-the Social Security Integrity and
Tax Reduction Act—would have re-
duced the FICA tax over 3 years, and
strengthen the trust fund by removing
it from the deficit calculation. We are
spending far more than we need for
8Social Security. Instead of using those
funds to mask the deficit, we ought to
give them back to the small businesses
and working families who earned it. 1
commend all who have been involved.

Mr. HOLLINGS. I thank the distin-
guished Senator from Wisconsin. I ask
unanimous consent that he be added
&S 8 Cosponsor.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The Senator’s time has expired.

Mr. HOLLINGS. Mr. President, we
are willing to yleld back the time on
our side.

The PRESIDING OFFICER. The
Senator’s time has expired.

Mr. SANFORD. Mr. President, in
March 1988, when I introduced legisla-
tion to remove Social Security from
the deficit calculations, most people
thought this was a radical notion. I am
delighted that attitudes about the mis-
using of Social Security trust funds
have changed, and I am proud to be an
original cosponsor of this important
measure. Senators HoLLINGS', MOYNI-
HAK'S, and HEINz’s able leadership on
this issue has helped generate nearly
unanimous support for it.

There are excellent reasons for pro-
tecting Social Security by removing it
from the Gramm-Rudman deficit cal-
culations. This is a giant step forward,
but it falls short of getting us to an
honest accounting of the Federal
budget. The misuse of Social Security
reserves, including interest earned by
the trust funds, is a significant and
rapidly growing part of the coverup.

However, removing Social Security
alone will not prevent the White
House and Congress from continuing
to conceal & significant part of annual
debt increase, it gimply reduces the
amount we can conceal. Another giant
step needed to prevent the creative ac-
counting of other Federal retirement
programs and interest earned by them.

During the past decade nearly $1
trillion of debt increase has been ex-
cluded from our deficit calculations.
We have fooled the public into believ-
ing that our annual deficits were de-
clining while, all the time, our annual
debt increases—our real deficits—have
been climbing. This misleading of the
public must stop

A truly honest accounting of the
Federal budget requires the use of a
deficit figure that fairly reflects
annual debt increase. Redefining defi-
cit as such, without the use of any
Federal retirement programs, is our
next giant step.

Mr. DOMENICL. Mr. President, 1
support taking Social Security out of
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the budget deficit calculation, and 1

support the Heinz-Hollings-Moynihan -

amendment. I want to protect the

8ocial Security system, for today's re-

. tirees and the retirees of the next cen-
tury. But I have some concerns with

the amendent we adopted today.

INTEREST I8 A BOOKKEEPING ENTRY

Interest payments to the Social Se-
ourity trust funds are paper transac-
tions within the Government. No
funds are actually transferred, and
there is no direct impact on the
amount the Government must borrow
from private markets.

A Government surplus or deficit is
measured by transactions with the
Public: The difference between re-
celpts from the public and outlays to
the public. Interest payments that are
merely bookkeeping entries within the
Government do not in any way affect
the amount of funds paid to or re-
celved from the public. As a result,
keeping interest on-budget in no way.
masks the deficit.

INTEREST OFP-BUDGET MEANS MORE DEFICIT
REDUCTION :
The {ssues involved with taking
8oclal Security, including interest, out
of the budget deficit are not as simple,
or painless, as they seem, or as the
gnsors of this measure have suggest-

If we take Interest off-budget, then
we have to come up with more deficit
reduction. And that means only one of
two things: More taxes or more spend-
ing cuts.

And I note that the amendment
adopted today does not in any way ac-
knowledge that we have to get addi-
tional deficit reduction: The budget
targets are not revised nor is Gramm-
Rudman-Hollings extended to ensure
& balanced non-Social Security budget.
We will face a 1992 sequester cut of
about $27 bilion simply because we de-
cilded to take iInterest out of the
budget without revising the Gramm-
Rudman-Hollings targets. .

We should consider whether or not
we want the American people to make
additional sgacrifices—more spending
cuts or more taxes—so that we can
claim we have taken these paper
transactions out of the deficit. .

Given the difficulty we are having
with the current budget, I'm not sure
we can agree on more deficit reduction
at this time. But in any event, exclud-
ing the cash Social Security surpluses
from the deficit captures two-thirds of
the total surpluses going to Social Se-
curity over the next 5 years.

Mr. HEINZ. Mr. President, I ask
unanimous consent the Senator from
Maine (Mr. CoHEN] be added as a co-
sponsor.

The PRESIDING OFFICER. With-
out objection, it 1s so ordered.

Mr. HOLLINGS. We yield back our
time and ask for the call of the roll.

The PRESIDING OFFICER. Who
yields time in opposition?

The Senator from New York.
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Mr. MOYNIHAN. Mr. President,
may I note, not for the first time, no
one rises to oppose these measures.

‘The PRESIDING OFFICER. Is all
time yielded back?

Mr. S8ASSER. Mr. President, may 1
ask who {8 controlling the time in op-
position?

The PRESIDING OFFICER. The
8enator from Tennessee would control
that time, unless he favors the amend-
ment. .

Mr. SASSER. Mr. President, I know

.0f no one who wishes to speak.

see the distinguished ranking
member of the Budget Committee is
on the floor.

Mr. DOMENICI. I do not care to
speak. I will put a statement in. Are
we out of time? -

Mr. SASSER. No, we have time, 1
say t0 my friend from New Mexico.
We simply had no one who wished to
speak, which is a rare occurrence on
this floor.

Mr. DOMENICI. That is rare. I will
Just put a statement in explaining
what I think this does ultimatley in
terms of deficits, and the need for ad-
ditional revenues and/or budget cuts.

Mr. SASSER. I thank the Senator
from New Mexico.

Mr. President, we yield all time In
opposition.

The PRESIDING OFFICER. All
time is yielded back. There being no
further debate, the question is on
agreeing to the amendment. The yeas
and nays have been ordered. The clerk
will call the roll.

The assistant legislative clerk called
the roll.

The result was announced, yeas 98,
nays 2, as follows:

{Rollcall Vote No. 283 Leg.)

YEAS-98

Adams Powler McClure
Akaka Gamn McConnell
Baucus QGlenn Metzenbaum
Bentsen Qore Mikulski
Biden QGorton Mitchell
B Graham Moynihan
Bond Gramm Murkowski
Boren Grassley Nickles
Boschwits Nunn
Bradley Hatch Packwood
Breaux Hatfield Pell
Bryan Heflin Pressler
Bumpers Heinz Pryor
Burdick Helms Reid
Burms Hollings Riegle
Byrd Humphrey Robb
Chafee Inouye Rockefeller
Coats Jeftords Roth
Cochran Johnston Rudman
Cohen Kassebaum Banford
Conrad Kasten 8arbanes
Cra \ K dy Basser
D’'Amato Kerrey S8helby
Denforth Kerry 8imon
Daachle Kohl Bimpson
DeConcini Lautenberg 8pecter
Dixon y Stevens
Dodd Levin Bymms
Dole Lieberman Thurmond
Domenicl Lott wamer
Durenberger Lugar Wilson
Exon Mack Wirth
Ford McCaln

. NAYS-2
Arnstrong Wallop

80, the amendment (No. 3033) was
agreed to.
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Mr. HOLLINGS. Mr. President, 1
move to reconsider the vote by which
the amendment was agreed to.

Mr. S8ASSER. I move to lay that
motion on the table.

The motion to lay on the ‘table was
agreed to.

The PRESIDING OFFICER. If we
can have order in the Chamber 80 Sen-
ators can be heard.

The Senator from Idaho.

Mr. McCLURE. Mr. President, 1 ask
unanimous consent to be listed as an
original cosponsor of the amendment
just agreed to.

The PRESIDING OFFICER. With.
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AMENDMENT NO. 3038

(Purpose: To reinstate the $75 Medicare
part B deductible and to impose a surtax
on income over $1,000,000)

Mr, HARKIN. Mr. President, I send
an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk read as follows:

The Senator from Iowa (Mr. HARKIN], for
himself, Mr.RizcLx, Mr. SiMON, Mr. BRYAN,
Ms. Mixuoiskir, Mr. KENNEDY, Mr. AKAKA,
Mr. Hatriewp, Mr. DeCoxcinNg, Mr. GRAHAM,
and Mr. ApaMs, proposes an amendment
numbered 3035.

Mr. HARKIN. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is s0 ordered.

The amendment is as follows:

Btrike section 6182 and insert the follow-
ing new section:

BEC. $162. SURTAX ON INDIVIDUALS WITH INCOMES

‘ OVER $1.000,000.

(a) OxweraL RoULE—Subchapter A of
chapter 1 of the Internal Revenue Code of
1988 (relating to determination of tax liabil-
ity) is amended by adding at the end thereof
the following new part:

“PART VIII-SURTAX ON INDIVIDUALS
WITH INCOMES OVER $1,000,000

‘‘8ec. 59B. Surtax on section 1 tax.

“8Bec. 59C. Surtax on minimum tax.

“8ec. 58D. Special rules.

~SEC. $9B. SURTAX ON SECTION 1 TAX.

“In the case of an individual who has tax-
able income for the taxable year in excess of
$1,000,000, the amount of the tax tmposed
under section 1 for such taxable year shall
be increased by 18 percent of the amount
which bears the same ratio to the tax im-
posed under section 1 (determined without
regard 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. $5C. SURTAX ON MINIMUM TAX.

“In case of an individual who has alterna-
tive minimum taxable income for the tax-
able 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 18 percent of the
amount which bears the same ratio to the
amount of such tentative minimum tax (de-
termined without regard to this section)
as—

‘(1) the amount by which the alternative

um taxable income of such taxpayer
for the taxable year exceeds $1,000,000,
bears to
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**(2) the total amount of such taxpayer's
-alternative minimum taxable income for
such taxable year,

*SEC. $9D. SPECIAL RULES.

“(s) BURTAX TO ArrLY 10 ESTATES AND

‘Trusts.—For purposes of this part, the term

‘individual’ includes any estate or trust tax-
able under section 1.

“(b) TREATMENT or MARRIED INDIVIDUALS
PFILING SEPARATE RETURNS.—In the case of &
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
‘41,000,000

‘“(c) Coomnumon Witk OTHER Provi-
sions.—Tne provisions of this part—

“(1) shall be applied after the application
of section 1(§), 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 AMENDMENRT.—The table of
parts for subchapter A of chapter 1 of such
Code is amended by adding at the end the
following new item:

Pnrt VIIL. Surtax on individuals with in-
comes over $1,000,000.".

(¢) Errectivi DATE.—The amendments
made by this section ghall apply to taxable
years beginning after December 31, 1990.

Mr. HARKIN. Mr. President, how
much time do I have? :

The PRESIDING OFFICER. The
Senator is entitled to 5% minutes
under the previous order.

Mr. DO ICI. I wonder if the dis-
tinguished Senator will permit me to
make a request so that somebody will
manage the bill in my stead.

Mr. HARKIN. Not on my time. 1
don’t have much.

Mr. DOMENICI. Not the Senator's
time. I designate Senator DANPORTH of
Missouri to manage the time and the
subject matter on our side.

The PRESIDING OFFICER. With-
out objection, it is so ordered. The
Senator from Iowa [Mr. HARKIN] may
proceed for 5% minutes under the pre-
vious order.

Mr. HARKIN. Mr. President, I am
offering this amendment on behalf of
myself and Senator RIEGLE as well as
Senators SiMON, ApAMS, BRYAN, Mi-
KULSKI, KENNEDY, AKAKA, HATFIELD,
DECONCINI, and GRAHAM.

Mr. President, our amendment fs
very simple and straightforward. It
would ease the burden in this package
on the elderly sick and ask the richest
of the rich to pay 8 fairer share. Spe-
cifically, it would eliminate the dou-
bling of the Medicare part B deducti-
ble from $75 to $150 called for in the
bill and replace those revenues with
that derived from imposing a sur-
charge of 18 percent on the income
tax paid on taxable income over $1
million a year. This would mean a tax
rate of 33 percent on t.axable lncome
over $1 million a year.

The basic elements of our a.mend-
ment were adopted by the House. So
what we are proposing is nothing new.
In fact, our amendment results in an
effective tax rate of 2.6 percent less on
gﬂs income than the bill passed by the

ouse.
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Our amendment is sBupported by
most of the major groups representing
older Americans and American work-

" ers including: Families USA, the Na-

tional Council of Senior Citizens, the
AFL-CIO, the United Autoworkers,
the National Committee to Preserve
8ocial Security and Medicare, National
Council on the Aging, and the Older
Women's League.

Mr. President, our nmendment is
about fairness. Older Americans are
already overburdened with high
health care costs. As this chart clearly
shows, over the past decade, the elder-
ly have been forced to pay more and
more out of their own pockets for the
health care they need. Their out-of-
pocket costs have more than tripled
since 1977, leaping from $712 to $2,394
in 1988. Because increases in the cost
of medical care have outpaced in-
creases in Social Security benefits,
geniors are now forced to spend a
larger percentage of their incomes on
needed health care than they did

- before Medicare was established. As

this chart indicates, while seniors
spent about 15 percent of their budget
on medical care in 1965, the year Med-
fcare was enacted, they are spending
over 18 percent of their incomes today.
Our senior citizens are being saddled
with an ever-increasing burden of
health care costs; most are already

paying more than they can afford..

Let's take & look at a typical older
American—an elderly widow living
glone. She's 75, just lost her husband
of 50 years and is just starting to have
some increased medical needs. In Iowa,
the average widow receives $526 a
month in Social Security benefits and
has little other source of support be-
sides this. She stretches every dollar
to make ends meet, carefully planning
out & budget for food, utilities, medical
care and other necessities down to the
dollar. Yet, because of rising heating
costs and several trips to the doctor,
she is having to cut back on other ne-
cessities even further. To this elderly
widow, the $75 increase in the deducti-
ble before Medicare starts to help pay
her doctor bills, would mean the
choice between going to the doctor
when she's sick or buying the food she
needs. For her, $75 is more than 2

weeks worth of groceries or a month's -

worth of needed medications. For her,
and literally millions of older Ameri-
cans like her, our cold budget numbers
can mean the difference between
making it and not.

The woman I described is fairly typi-

"cal. The average older Iowan living

alone has an income of $9,000 a year
or $750 a month. For about two-thirds
of older Iowans, their monthly Social
Security check—-which average $560—
is their main source of income. The in-
creased Medicare payments called for
in the reconciliation bill would effec-
tively cut the average older Ameri-
can’s Social Security cost of living ad-
justment by more than half. And the
deductible increase in particular hits
the sickest and poorest senior citizens
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the hardest. Those most unable to pay
are asked to pay more.

Mr. President, on the other end of
the spectrum, there is group of Ameri-
cans which has gotten off over the
past decade with not paying its fair
share. We raise the funds to reduce
the burden on the elderly sick by pro-
viding a surcharge on the super rich—

‘on the taxes they pay on their income

over & million dollars & year. This
small group of millionaires, decamil-
lionaires and billionaires has benefited
the most from the tax policy of the
past decade. As this chart clearly
shows, over the past decade, the rich-
est of the rich have gotten richer and
at the same time have pald dramatical-
ly less in taxes. The top 1 percent of
American earners have nearly doubled
their real income since 1977, rising-
some 96.2 percent—96.2 percent. Over
the same period, their tax rate has de-
creased 23.2 percent.

This other chart dramatically shows
the unfair drop in the richest of the
rich’s share of the tax burden. While
middle income Americans will pay $8.4
billion more in total taxes this year
than if the effective tax rate was what
it was in 1977, the richest 1 percent of
Americans will pay $39 billion less.

Mr. President, our amendment is not
even talking about all of those in the
top 1 percent. The average person in
the top 1 percent of income doesn’t
make half of what he or she would
need to make to be touched by this
amendment. Although the average
person in the top 1 percent of income
in our country makes $549,000 per
year, after tax breaks allowed under
the Tax Code, such & person has a tax-
able income of 8 mere $400,000, less
than half the income level required to
be touched by our amendment. We are
talking about the superrich—those
who earn, after all of their deductions,
exclusions, and other benefits and
loopholes that their accountant can
find, more than $1 million in a single
year. And we are talking about in-
creasing their effective tax rate on
income over a million from 28 percent
to about 33 percent. Let's take & look
at some of the people our amendment
would affect and how it will affect
them.

Who are we talking about taxing"
One group is top executives of major
companies.

Some make more than $10 million
per year. Their families live on at least
$200,000 per week.

{And they include:

The head of Reebok International,
who had a total salary and compensa-
tion from the company of $14,606,000
in 1989. Now, we are not talking about
any additional income on his outside
investments, just salary and compen-
sation and stock from that company.

That is $280,000 per week;

The head of BHC Industries, with
salary and compensation of
$13,687,000;
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The head of Freeport-McMoran,
with $13,517,000 in salary and compen-
sation; and

The head of Coca-Cola, with
Silo ,814,000 in salary and compensa
tion,

-Will this tax mean that they don’t
buy a spare $10,000 watch? Perhaps.
But, I think that is better than some
elderly citizens cutting back on heat in
the winter and a good breakfast in the
morning. We have a chance to choose
and I believe that the very rich,
making a million dollars a year should
pay more -and the elderly sick should
have & smaller portion of the burden.

The wealthiest Americans are those
billionaires in our country, people
whose assets are in excess of §1 bnhon,
not million, billion.

These are people whose incomes are
usually in excess of $100 million per
year.

I believe these individuals can be
asked to contribute a little more in
order to hold down costs for the elder-
ly. Instead of having elderly people
making $11,000 per year pay more for
Medicare.

These billionaires, on average, are

making $11,000 per hour. Can they:

afford to pay an extra 5 percent? I
think that they can.

I don’t think this is going to pinch
their lifestyles unduly.

S0 Mr. President, this amendment
Just asks for a little more fairness.
Plain and simple. It says that those
who have benefited the most over the
past decade should be asked to pay a
little bit more so that the elderly sick
can get a little relief.

Now some may argue, Well, older
people need to pay their fair share.
They should pay something toward
deficit reduction. First, the elderly are
not exempted from all of the increases
called for in this bill. There’s no age 65
cutoff on the gas tax. They pay just
like everyone else. Second, the fact is
that even without the higher deducti-
ble on Part B, senlors would still be
paying about $10 billion more in Medi-
care costs over the next 5 years than
they would under current law. They
will see their premiums and copay-
ments rise. The elderly are already
paying more than their fair share.
Let’s not add to their burdens.

Mr. President. How much time do I
have remaining?

The PRESIDING OFFICER. The
Benator has 42 seconds remaining.

Mr. HARKIN. Senator HATFIELD
wished to speak on this. I reserve the
remainder of my time.

The PRESIDING OFFICER. Under
the previous order the Senator from
Missouri (Mr. DaxroRrRTH] is recognized
with 5% minutes under his control.

. Mr. DANFORTH. Mr. President,
charts have blossomed on the floor of
the Senate. A chart is your passport to
get on the floor these days, and I am
not going to be outdone by anybody. I
have 5% minutes to talk about four
charts. But I think that the four
charts are very, very illuminating and,
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as a matter of fact, I am very proud of
my four charts. They go to the ques-
tion of the cost of health care, which
is the basic problem that is before us,
and it is going to be before us for a
long time to come.

Mr. President, the first chart shows
the average annual growth of Federal
outlays in various components of the
various budgets by the decade begin-
ning in the 1870”s. As you can see, Mr.
President, the orange bar, which is
health care, grew in the 1970's 15.9
percent, compared to a total growth of
Federal spending of 11.7- percent. In
the 1980°s, health care grew at 10.5
percent, exceeded only by interest on
the national debt, 10.5, compared to a
total growth in Federal spending an-
nually of 7.7.

Projected by the Congressional
Budget Office for the first 5 years of
the 1990’s, health care, which is the
orange bar here, 10.9 percent; second
is-Social Security, 6.3 percent; total in-
crease, 4.7 percent. This is the prob-
lem of the Federal budget in general.

Now, Mr. President, a very interest-
ing chart indicating that by the year
2007, Medicare will become the largest
single item in the Federal budget,
passing Social Security in the year
2007, passing national defense a few
years before that.

The third chart. The Questlon is, -

how fast are deductibles rising? The
first deductible in 1965, when we first
had Medicare, was $50. the present de-
ductible is $75. The Finance Commit-
tee’s bill would increase it to $150. If
we had indexed for inflation, the Con-
sumer Price Index, the original $50 de-
ductible in 1965 would increase not to
$150 under this bill, but to $225. If we
indexed i{f for the medical consumer
price index, the deductible would not
be $150 under this bill but $275. The
deductible increase has far from kept
up with mﬂatlon much less medical in-
flation. -

The ‘final chart. Over the next §
years, which is the period that we are
talking about in this budget, the entire
pie here is the total increase projected
cost of Medicare. Under what we are
talking about in this legislation, a
total of $20.9 billion will be paid for by
the elderly. Part of that is the deducti-
ble in part A, part of it is the deducti-
ble and the coinsurance and the pre-
miums in part B. The total increase in
the health care costs to the benefici-
aries over this 5-year period of time is
$20.9 billion, but the total cost to ev-
erybody else, that is, the people on the
work force who are paying the payroll
tax and the Treasury, under part B is
$73.5 billion.

‘ Now, the point that is made by the

vocates of this amendment is that

t green slice of the total pie is too

e. They want to reduce, maybe cut

in half, this green slice of the pie. I

think that this is a pretty fair deal for

the beneficiaries under Medicare, and

I think the real problem we have to
deal with is the cost of Medicare.
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How much time do I have remaining
Mr. President?

The PRESIDING OFFICER. The
Senator has 54 seconds remaining.

Mr. DANFORTH. I yield that to the
Senator from Minnesota. °

Mr. DURENBERGER. Mr. Presi-
dent, I rise to speak to another contro-
versial and frequently misunderstood
area, the Medicare Program. You have
all probably heard budget-related con-
cerns expressed by your aged constitu-
ents over alleged cuts in the Medicare
Program. Unfortunately, the term -
“cuts” as the average person under-
stands it and as budgeteers use it are
two different things. When we talk
inside the Beltway about cuts in Medi-
care we mean reductions in increases
in areas such as provider payments,
not reductions in benefits or services.
This is poorly understood outside of
Washington and has raised false
alarms among our older citizens who
fear wrongly that we are retrenching
on our commitment to the Medicare
Program. The fact is we are taking im-
portant steps to sustain the future via-
bility of the program. The truly unfor-
tunate aspect of this is that these
needed policy changes have to be done
on the annual budget bill, which
causes them to get caught up in deficit
reduction rhetoric, rather than being
evaluated on their own merits.

For Instance, the Finance Commit-
tee package takes serious steps to con-
strain. aggregate spending increases for
hospital and physician services, while
improving reimbursement and access
to primary care, community health
centers and the services of health pro-
fessionals practicing in rural areas. We
also took initiatives to correct inequi-
ties in how certain classes of providers
are treated under the program and to
glve beneficiaries greater protection
with respect to how certain benefits
are administered. These include phas-
ing out unsupportable differentials in
prospective payments to rural and
urban hospitals; eliminating the arbi-
trary 210-day limit on hospice benefits
for the terminally ill; authorizing assi-
tance in the home for certain end-
stage renal disease beneficiaries on
home dialysis. The list of lmprove-
ments is extensive.

Further, a number of us collaborat-
ed on the first major reform in a
decade of standards regulating the
sale to beneficiaries of private insur-
ance benefits that are supplementary
to Medicare. These are widely known
a8 Medigap policies. Our proposals will
help make sure that beneficiaries re-
ceive better value when they purchase
wrap-around policies, and be better
able to make valid price and benefit
comparisons. We also worked to ad-
dress problems blaguing the prepaid
health care contracting program in
order to improve the availability of
managed care options for Medicare

beneficiaries.

Unfortunately, these substantial suc-
cesses have been virtually obliterated
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by debate over budget summit propos-
als that would impose higher cost-
sharing on beneficiaries. Turning to
the major issue of beneficiary contri-
butions to the program, I have
thought long and hard about what I
think is appropriate and equitable in
the areas of premiums, deductibles
and copayments. But first, a little his-
tory is in order. Since its inception in
1966, the Medicare Program has been
divided into two parts—one mandatory
and one voluntary. The mandatory
part is part A or the hospital insur-
ance benefit. This is financed through
payroll taxes on current workers. In
1689, 136 million workers contributed
$68.4 billion in payroll taxes to the HI
trust fund. This financed $60.8 billion
in hospital services for 33 million eligi-
ble beneficiaries. It is important to un-
derstand that no significant changes
to part A were proposed as part of the
budget summit agreement, nor in the
Senate package.

However, changes were proposed to
part B or the supplementary medical
insurance portion of the Medicare Pro-

_gram. This is the part that protects
against the cost of doctors and other
types of medical bills. Enrollment in
part B is voluntary and purchase of
the coverage is analogous to purchase
of yearly, renewable term insurance. It
is a popular program—in 1989, 32 mil-
lion beneficiaries were enrolled or over
98 percent of the eligible population.

Part B is financed from premiums
paid by the aged, disabled and chronic
renal disease enrollees and from the
general revenues. The hybrid financ-
ing makes it an odd specimen, part
soclial insurance and part private in-
surance. But make no mistake, it is
Just as subject to the pressures of
health care inflation as any private in-
-surance package. The premium rate is
derived annually based upon projected
part B costs for the coming year.
Originally, the premium was set to
cover one-half of the costs of the pro-
gram for the aged. Subsequent law
changes linked increases in the premi-
um to the percentage by which cash
benefits were increased under the
COLA provisions of the Social Securi-
ty Program. As a result of this formu-
1a, premium income, which originally
financed half of the costs of part B
has seriously declined to less than 25
percent of total program income. The
current premium is $28.60 a month or
$343.20 a year.

In addition, beneficiaries have to
meet & deductible of $75.00. This de-
ductible has changed only once (from
$50 to $75) in 25 years! How many pri-
vate fnsurance packages can make the
same claim? I would bet none, in this
ers of rising health care costs and in-
creased cost-sharing by insureds. In
fact, according to the U.S. Department
of Labor, over 30 percent of employees
covered under employer-based health
benefit plans had deductibles greater
than $150.

But let us return to the Medicare
Program and look more closely at
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what has happened. Since 1965, part B

-spending per enrollee has increased a

whopping 1,370 percent. The premium
increases have lagged behind consider-
ably in real terms, growing only 850
percent. 'The deductible has grown
only 50 percent. Let me highlight
what this really means. If the deducti-
ble had kept pace in value with that of
the benefit, it would now be nearly
nine times higher than it is, or $736,
not $75. If the premium had kept
:‘:;cg. it would be over $700 a year, not

43. .

If we acted now in accordance with
what the founders of the Medicare
Program thought was fair and reason-
able, these are the kinds of numbers
we would be talking about. But, we are
not. Instead, we are proposing truly
modest increases by setting the premi-
um contribution at 25 percent and by
raising the deductible to $150. In my
mind, these are not deficit reduction
changes, but legitimate changes that
are entirely consistent with the origi-
nal intent and structure of the Medi-
care Program.

"It is also important to keep in mind
that as a group, the elderly have expe-
rienced the greatest gains in real
income—about a 14-percent rise—over
the last decade. Despite this, there are
many aged people who live on very low
incomes. Therefore, we have improved
protection for beneficiaries at or below
the poverty line for whom even these
modest increases are difficult. Over
the past few years, we have used the
Medicaid Program as a vehicle for pro-
tecting what are known ac qualified
Medicare beneficiaries through the
concept of the Medicare buy-in. Under
this program, the Federal Government
and the States share in the costs of re-
lieving low-income beneficiaries of
their Medicare cost-sharing liabilities.

Mr. President, I congratulate my col-
league, Senator DANYORTH, not for his
colorful presentation, but for his sense
of realism. We are not doing a deducti-
ble on medicare here to cut the deficit.
We are doing a deductible on Medicare
because it is the only time we can do
Medicare. This the only time we can
ifmprove the Medicare Program for the
33 million elderly in America.

The reality of those charts show us
that, while the percentage of the $75
deductible has remained the same for
14 years for 33 million elderly, it has
gone up by almost 1000 percent, on
the average, for all working Ameri-

cans. We are just trying to make this_

an insurance program which it is sup-
posed to reflect some of the realities
and to protect the elderly of America
from the usual deductibles that you
see in all other health insurance plans.

8o 1 urge opposition to this amend-
ment. I am in favor of tabling it.

The PRESIDING OFFICER. The
Chair informs the Senator from Mis-
souri that the time allocated to him
has expired.

The Senator from lowa has 2 sec-
onds remaining under this control.
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Mr. SASSER. Mr. President, 1 sug-
gest the absence of a quorum and ask
unanimous consent that the time not
be charged against the Senator from
Iowa.

The PRESIDING OFFICER. With-
out objection, it is so ordered. The ab-
sence of & Quorum having been sug-
gested, the clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. SBASSER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. SASSER. 1 yield to the Senator

‘from Iowa.

The PRESIDING OFFICER. The
Senator from Iowa [Mr. HARKIK] is
recognized for 42 seconds.

Mr. FOWLER. Mr. President, may
we have order?

The PRESIDING OFFICER. Sena-
tors are urged to carry on their con-
versations in the cloakroom or off the
floor s0 the Senator may be heard.

Mr. HARKIN. Let me state for the
record, the last thing I want to do is
cause anyone any discomfort here on
the floor or put anyone in any bad po-
sition or situation. But I must say I
feel very strongly about this. I feel
this i{s an amendment that really
speaks for itself and one which, I be-
leve, can give direction or guidance to
the conferees and one which I believe
has the support of the largest cross-
gection of the American populous. If I
did not believe 50, I would not have of-
fered the amendment in good faith.

But I do believe this is something
that this body ought to speak on very
loudly. I hope Senators can support it
because it does speak about basic fair-
ness and equality in our society.

Mr. RIEGLE. Mr. President, I am
very concerned about the impact of
Medicare cuts on senior citizens and
disabled persons. The total Medicare
cuts are $51 billion over 5 years. The
Senate Finance Committee package
has $34 billion in cuts to providers. In
addition, this package takes $17 billion
directly out of the pocket's of benefici-
aries by raising the part B deductible
for doctor bills to $150 per year, an in-
crease of $75; maintalning the part B
premfum at 25 percent of program
costs; and imposing a 20-percent coin-
surance for labs fees.

One of the most problematic Medi-
care cuts is the increase in the part B
deductible. Medicare beneficiaries
would have to pay $150 out of their
own pockets before Medicare would
pay for their doctor bills. This is twice
the current level of $75 a year.

Increasing the part B deductible
hurts only those Medicare benefici-
aries who are sick and require health
care, Seventy-five percent of seniors
are expected to pay the full deductible
every year because of their immediate
health care needs. It takes needed out-
of-pocket income away from our Na-
tion’s sick seniors and disabled people
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in the same way as a cut in the Social
Security COLA. .

Our proposal would eliminate the in-
crease In the part B deductible. This
would be offset by imposing a small
surtax on taxable income over $1 mil-
lion & year, making this amendment
budget neutral. The amendment
would reduce the Medicare cuts by
$6.2 billion over § years. '

The Medicare Program has been cut
more than any single domestic pro-
g§ram in recent years. Changes to Med-
icare enacted over the past 6 years are
projected to be almost $12 billion. Ad-
ditional excessive cuts in Medicare will
undermine the system, reducing qual-
ity of care and potentially limiting the
availability of health care to people.

A $75 per year increase in the part B
deductible will adversely affect sen-
fors, and particularly low-income per-
sons. The projected average yearly
Bocial Security COLA {increase is
about $325. The part B deductible in-
crease translates to an over 20 percent
COLA cut for a person paying the full
deductible. Congress would not be able
to get enacted a COLA cut of that
degree. As I stated earlier, 75 percent
of seniors are expected to pay the full
deductible of $150 per year. :

The cost to the average senior eiti-
gzen under the Medicare part B pro-
gram has been growing over the last
20 years. Seniors already lose part of
their Social Security benefit to high
Medicare costs. The current total out-
of-pocket costs for seniors—$803 a
year—is greater than an averags
monthly Social Security check of $600.
This reduces the average total Social
Security benefit by 11 percent a year.
Social Security is the major source of
income for the majority of seniors in
this country. Social Security provides
over one-half of total income for 61
percent of beneficiaries and contrib-
utes almost all of the income, 90 per-
cent or more, for one-fourth of Medi-
care beneficiaries. o

Low-income people will be more ad-
versely affected by these cuts. They
are more likely to rely on Social Secu-
rity. In the finance bill, we accelerate
Medicaid coverage for those below
poverty by 1 year and give States the
option to cover seniors with incomes
up to 125 percent of the poverty line.
This option is not enough. Only

210,000 near poor seniors are antici-

pated to receive benefits. There are,
however, 2.3 million near poor seniors
with incomes above poverty but less
than 125 percent of the poverty level.
The House requires Medicaid cover-
age, with full Federal financing, for
low-income seniors with incomes up to
125 percent of the poverty level. 1
fully expect us in the Senate-Kouse
conference to come out with greater
protections for this especially vulnera-
ble group. ‘

Mr. President, these increased Medi-
care costs will also lead to increased
- Medigap premiums for the majority of
seniors who purchase Medigap insur-
ances to supplement their Medicare
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benefit. If these provisions are en-
acted, it will be even more critical that
we enact Medigap consumer protec-
tion provisions that the Finance Com-
mittee has been developing. .

The Finance package includes provi-
sions to prevent fraud and abuse in
the Medigap supplemental health in-
surance market. It prohibits the sale
of policies that duplicate benefits and
provides stronger enforcement mecha-
nisms than currently exist. A provision
I authored to simplify the Medigap In-
surance market is also included. Sim-
plification would result in standard al-
ternatives across States so seniors can
compare policies and get the most
value for their money. Currently,
there are hundreds of competing, non-
identical policies which consumers
cannot evaluate. My provision simpli-
fies a confusing and complicated
system. .

Mr. President, we are substituting
for these cuts a surcharge that would
railse the bracket for taxpayers with
taxable incomes above $1 million. It
would create & new marginal tax rate
for these individuals of only 33 per-
cent. As you can see, the tax rate on
those earning more than $1 million is
still 3 percent below the 36.3 percent
amount in the House bill as a result of
their imposition of a surcharge.

This proposal is more like bursting
the bubble, but at $1 million. The
wording in this amendment with re-

spect to whom the surcharge would

apply is the same as that contained in
the House reconciliation bill, Individ-
uals, estates, and those subject to the
alternative minimum tax {AMT]
would be treated as in the House bill.

In the name of fairness and equity,
this amendment should be passed.
Some say that this amendment sticks
it to the rich. This represents a slight
and modest tax {Increase on the
wealthiest people In our society and
reduces the burden placed on many in
our society who can least afford cuts
in Medicare. _

Mr. SIMPSON. Mr. President, I feel
compelled to rise and detail my opposi-
tion to this proposal—even though I
know that it is undoubtedly one big
political winner, because I want it
known exactly what we're talking
about here. On the surface, what
could make more sense than gome-
thing like this: “Tax the rich. They've

-got the money, those rotten bums.

They can bail us out of our predica-
ment. Why ghould any of the rest of
us suffer?”

There is a very inescapable reason
w}xy the rest of us are going to have to
suffer, and it is called the national
debt. Has anyone missed that point?
Remember that it is 3% trillion bucks
that we have to repay; $196 billion in
interest {8 what we expect to pay In
this coming fiscal year alone.

Does anyone here actually believe
that the Nation's problem is solely one
of insufficient taxation of the rich? 1
have been down here before with all of
the facts and figures showing that

S15789

total confiscation of all of the wealth
of all of the people earning more than
$100,000 would run the country for
about 4% months. Let's here make a
more relevant comparison, directly
pertaining to the proposal presented
by the Senator from Iowa. That pro-
posal is to apply a 10 percent surtax
on taxable income over $1 million.
Why stop there? Why not just take it
all if that is the problem?

Let’s take a 100k at that: Let’s take
all of the money of those evil million-
aires, and multiply our surcharge
intake tenfold; instead of $7.6 billion,
we'll take all of that money in excess
of an income of $1 million and bring in
¢76 billion and that assumes, of
course, that nothing changes that

-even though we're going to take all of

that money past $1 million, all of
those people will continue to work and
earn just as they are.expected to
now--hardly realistic. What a joke.

Sc how far have we then come?
Have we paid off our debt? Not exact-
ly. We would have enough revenue to
run the Government for 21 days—3
weeks. S0 hear that? That is not going
to help us avoid having to make those
tough choices in other parts of the
budget. )

If we really intend to get the deficit
under control, we are going to have to
face facts about where our money is
going—48 percent of our spending is
now going into some form of entitle-
ments—and that share is rising rapid-
ly.

I want that so clearly understood
that is where the money is. And—and
this is crucial—that spending all has
increases built right into the law.
Prior to the budget summit, the Feder-
al Government planned to increase its
spending on Medicare at a rate of 11.6
percent per year. The summit agree-
ment would have trimmed that to 10
percent.

Only in Washington is a 10-percent
increase in annual spending called a
cut. But we do call it a cut and so the
media has a field day, blasting our vic-
timization of the elderly and demand-
ing that the rich pay their fair share
80 that that does not have to happen.
But something does have to happen—
there are rich elderly, too—and they
now can have 75 percent of their Med-
icare payments subsidized by Joe—and
Josie—8ix Pack. Forget taxing the
rich—some of that money is paying
the rich. You cannot balance a budget
by refusing to touch spending which is
going up at twice the rate of inflation.
No amount of taxation can keep up
with that. You can't stay even, much
less achieve deficit reduction.

Given that situation it is absolutely
amazing that entitlements were shel-
tered to the degree that they were in
the budget summit, they accounted
for only 23.8 percent of the deficit re-
duction, despite being 48 percent of
our current spending—and that, I
remind my colleagues, would have
only been a $118 biilion savings from
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planned increases—not a cut in any
honest gense.

This i8 what we have before us on
Medicare—$49 billion in gavings over §
years—and $32 billion of that is com-
pletely in the area of reductions to
health-care providers—not to recipi-
ents. Cuts pertaining to beneficiaries
msake up only $17 billion of that
amount—slightly more than one-third.
How would beneficiaries actually be
affected? Part B premiums now stand
to g0 up by an amount of—sero in
1981, zero in 1992, $3.20 in 1993, and &
total of $9.80 by 1895. Nine dollars and
eighty cents over 5 years. Just for
comparison, assume you get $5,000 a
year annually from Social Security. If
you received only a 3-percent cost-of-
living adjustment every year for §
years, your annual income would have
increased by nearly $800 by 1995. Your
Medicare premiums, part B, voluntary
Medicare premiums, would have gone
up by only $9.80.

In addition, Medicare part B deducti-
bles would be increased from 8§75,
where it has been since 1882, to $150.
That is what is being proposed. Com-
pare that to what our grandchildren
will face if we do not cut into entitle-
ments. We in Congress have taken
away $757 billion in annual spending
under Gramm-Rudman-Hollings law
and we say, you can’t touch this, even
in the event of a sequester. Well, just
what are we going to touch? This
amendment would remove a cut and
add a tax—a tax on the rich.

Mr. President, 1 recall that, in De-
cember 1987, we faced & vote on
whether agricultural corporations
with gross receipts over $50 million
should be required to switch to the ac-
crual method of accounting, that is,
whether they should stop being treat-
ed as family farms and thereby stop
receiving millions of dollars in tax ben-
efits. The Joint Tax Committee esti-
mated that tabling that amendment
cost $300 million in revenue over 3
years—revenue that we are now
having to make up for in part with
cuts in agriculture. The Senator from
Iowa, now indignant and passionate
over insufficient taxation of the rich,
voted to table that measure and to
give these huge agribusinesses a huge
tax break at the eventual expense of
the little guy family farmers.

80 sometimes we forget about when
and how we're defending the rich. 1
want to ask my colleagues who they
think the rich are. We're down here
speaking about how Donald Trump
and Leona Helmsley need to pay their
fair share, unless, presumably, they
use Medicare. At least those rich are
not paid their salaries from the vaults
of the Federal Treasury. On February
1 of this year the Senate passed &
salary increase that raised our annual
pay to $98,400. That was up from
$89,500 where we had raised it in
March 1987. Prior to that, Senate sala-
rles were $77,400 a year, and given the
pressures on the Federal budget I
think that is quite a plenty. And I
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proved that by returning my pay in-
creases every year to the U.S. Treas-
ury, over $20,000 in this year alone. I
write that check personally and it goes
right back into the Treasury of the
U.8. Government.

The people right here on this floor
of the Senate complaining about the
rich are being paid $98,400 every year
by-—yes—none other than Joe and
Josie Six Pack. How many of those
people out there in the real world do
you think are earning $98,400 a year?
Only about 2 percent of all of the indi-
viduals in the United States have in-
comes a8 high as $75,000, and that in-
cludes salary, Government benefits, or
any other income, only 2 percent.
That sounds like a pretty good defini-
tion of the rich to me, the top 2 per-
cent of America’s salary earners, we
are earning what that group was earn-
ing before our salary hikes. But we
passed those through and I accept re-
sponsibility for my part in that proc-
ess, but I didn’t take the bucks. Now
that is in the pot of expenditures that
we can't touch. That big money ma-
chine which is the U.8. Government is
taxing Joe Six Pack and paying out
that money to someone else, without
regard for any demonstrated need.
An]d all of those expenses are untouch-
able. .

It is time that they ceased to be un-
touchable. We made some very slight
progress with this budget package in
slowing the snowballing of entitle-
ments expenses. This i8 not the time
to now undo even that small progress.
It is time, however, to stop kidding the
American people, to stop pretending
that our debt can be paid without re-
forming the entitlements system in
some way, means-testing on COLA’s or
however else. I want to ask my col-
leagues one Question: What do they
think is going to happen {f we have in-
creases in Medicare expenses of 11.8
percent a year forever? And similar in-
creases in Social Security and other
entitlements programs? Does anyone
here on this floor really believe that
we can just let that juggernaut keep
rolling along forever? What is their
answer to that terrible problem? Tax
the rich? If we can’'t even effect a
modest deceleration of entitlements
spending, I can tell you with absolute
certainty that we will not—no never—
solve our deficit problem—whether we
raise taxes or not. What are we doing
to ourselves and more tmportantly to
the people who sent us here? That is
the real and only question. I strongly
oppose this amendment and I respect-
fully ask my colleagues to do the
same. . :

Mr. KENNEDY. Mr. President, as
this amendment demonstrates, the
budget reconciliation package raises
numerous ooncerns about how the
Nation will be able to meet the basic
challenges that face us. Health care
for the elderly is one of the most im-

portant of these challenges, but there

are many others in areas such as edu-

October 18, 1990

cation, housing and the homeless, and
crime and drug abuse.

In my view, the reconciliation pack-
age places needless restrictions on our
ability to meet these challenges. For
the next 3 years, it puts separate caps
on the amount of funds that can be al-
located for each of the three broad
categories of discretionary spending—
defense, foreign aid, and domestic pro-
grams. If we want to fund a major new
initiative, we must reduce some other
program within the same category.

One obvious result of the separate
caps is to prevent reductions in de-
fense from being used to pay for initia-
tives in other areas such as education.

We have & drug problem that is rav-
aging our communities and threaten-
ing every American family; 37 million
Americans have no hesalth insurance
coverage. The AIDS crisis has infected
one and a half million Americans and
threatens to bankrupt health institu-
tions in major cities and rural areas
across the country.

We have schools where half of the
children never graduate. Early child-
hood education is an important tool—
yet only & quarter of eligible children
are served by Head Start—one of the
most successful programs,

Millions of children suffer because
decent child care is beyond the reach
of most working families. Middle-
income families are being priced out of
higher education.

Yet the wealthiest Americans have
seen their taxes decline, and we spend
billions of dollars on cold war weapons
that demonstrates our mislead prior-
fties. It is essential, as we move ahead
to implement whatever budget aggree-
ment is enacted, that we avoid unrea-
sonable restrictions on our ability to
allocate our limited resources to the
areas where the challenges are great-
est.

The Medicare portion of the budget
summit agreement was an unfair at-
tempt, one again, to make every elder-
ly American the scapegoat for the
enormous budget deficits we face. The
Finance Committee package, while
making some improvements over the
summit agreement, would still place
too heavy a burden on Medicare bene-
ficlaries.

Under the summit agreement, Medi-
care would have been cut by $60 bil-
lion over the next 5 years. Nearly half
of these cuts—$28 billion would come
from beneficiaries by increasing the
part B deductible, linking the part B
premium to 30 percent of program
costs, and requiring a copayment for
laboratory costs. The Finance Com-
mittee package reduces that burden
somewhat by approximately a third,
raising $17.6 billion from beneficiaries,
but it is still grossly unfair to millions
of senior citizens.

The Medicare part B deductible is
the amount that elderly and disabled
beneficiaries pay out of their own
pocket for physician services. Under
current law, this deductible is $75 a
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year. The budget summit agreement
would double this level to §150, and
the Senate Finance Committee pro-
posal adopts the same increase. That
Increase leaves the elderly with a diffi-
cult choice. They will have to ask
themselves in the future whether they
are “$150 sick” before they decide to
see & doctor. As a result, many will
delay seeking health care they need.

The elderly currently spend 19 per-
-cent of their income on health care,
compared to less than 6 percent for
the average American. Moreover, the
elderly have moderate incomes that
are, on average, lower than the gener-
al population.
_Another factor we must consider is
the Increasing cost of private Medigap
coverapge. Last year, many plans im-
posed increases of up to 40 percent on
elderly policy holders. It adds insult to
injury for Congress to increase the
Medicare deductible. Eighty percent of
the elderly have secondary coverage
with either Medicaid or Medigap, but
20 percent of the elderly rely solely on
Medicare for their health care protec-
tion. :

For a decade, one of the highest pri-

orities of Reagan and Bush adminis--

trations has been to increase the share
of the part B premium. When the
Medicare Program started, the premi-
um was set at 50 percent of program
costs. In 1978, because health care in-
flation had outpaced general inflation,
Congress passed legislation capping
the premium increase at the percent-
age increase in the &oclal Security
COLA. .

As a result of this cap, the share of
part B program costs paid by benefici-
aries declined to 25 percent by 1982.
The Reagan administration made nu-
merous attempts to restore the tie be-
tween the premium and program
costs, and to raise the share of the

program covered by the premium. .

Congress never adopted the full in-
creases that President Reagan request-
ed—which went as high as raising the
premium to 35 percent of program
costs. Beginning with the budget rec-
onciliation bill in 1982, however, Con-
gress and the administration did adopt
a series of temporary measures keep-
ing the premium from falling below 25
percent of program costs.

The budget summit agreement pro- ,.

posed to raise the linkage to 30 per-
cent. The current proposals by the
House and Senate continue the tempo-
rary 25-percent rule. I disagree with
this policy. I urge the Senate to let
this rule expire, and return the part B
premium to its linkage with the Social
Security COLA.

The Bouse package is preferable. It
includes only $10 billion in beneficiary
savings. It increases the deductible to
$100, and the part B premium is held
to 25 percent of program costs.

All three of the budget packages in-
clude an increase in the taxable Umit
for the Medicare payroil tax, the so-

called HI tax. Under the summit -

agreement, the cap would be increased
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to $73,000 and raising $12.8 billion
over the next 6 years. Under the
Benate plan, the cap would be raised
to $89,000, raising $19 billion. The
House Democratic package would In-
crease the cap to $100,000, raising $22
billion. - .

The HI tax is clearly regressive.
There i8 no justification for any cap at
all. Ralising the cap even further
would be good tax policy, and using
these revenues to offset Medicare ben-
eficlary cuts would represent good
health policy as well.

I join with Senator HargIn in the
amendment that he is offering to the
Senate package. I would prefer to go
even further, by providing full protec-
tion at least for low-income elderly
citizens against additional Medicare
cost-sharing, and delinking part B pre-
miums and program costs. But this
emendment is an important step in
easing the burden placed on the elder-
1y by any increase in the part B de-
ductible, and it will keep the deducti-
ble at its level under current law, $75.
‘These reductions in the burden on the
elderly will be offset by applying a
surtax on the wealthiest Americans.

This amendment means greater fair-.

ness for our senior citizens, and I urge
the Senate to approve it, :-

I ask unanimous consent that a table
indicating the revenue raised by in-
creasing the cap on the HI tax to vari-
ous levels may be -printed in the
RECORD.

I hope the Senate-House conferees
will consider the alternative of raising
the HI cap as & means of easing the
burden on Medicare beneficiaries.

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

REVENUE RAISED BY RAISING THE H) TAXABLE CAP FROM
CURRENT LEVEL (854,300 in 1991)

[t ilicas of doflors)

Fecal yoor—
1992 1933 1934 1825

. Syex
1981

373000 e @ 27 2 u v o
889000, 13 40 43 46 O

000, e 13 L3 43 46 4 L X]
$00000.______ 85 47 59 &3 56 220
fashedowsi Paa
300000 o LY 5] 55 S8 62 N2
120000, 18 85 59 62 66 2]
125000 . - 18 87 (4] 64 68 38
ilso.ooo___,._____ 23 64 68 13 11 %6
et vt e 35 9% 105 N3 e a2
Sowce: Estimates from the Congressional Budpet Office.
Mr. HATFIELD. Mr. President,

during the past several months, I have
been unable to support the budget
agreements we have considered be-
cause a disproportionate share of the
budget-cutting burden has been placed
on the elderly. I cannot—and I will
not—stand by and watch this Congress
balance the budget on the backs of
one of the most vulnerable segments
of our population.

In my mind, Medicare and Social Se-
curity are nonnegotiable items. Period.
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End of statement. The integrity of
these programs must be guaranteed.
This amendment to eliminate the $75
per year increase in the Medicare part
B deductible contained in this budget
package is the bottom line for me.

- Put simply, this amendment is abso-
lutely essential to the health and well-
being of our Nation, and I am pleased
:: l‘tfd my support and cosponsorship

Under this omnibus budge: reconcili-
ation bill, Medicare beneficiaries
would have to pay $150 out of their
own pockets before Medicare would
pay their doctor bills. This means an
increase of $75 per year for our senior
citizens—an increase of 100 percent,
This increase will have a disastrous
effect on our elderly—particularly the
hundreds of thousands of whom live
at or below the poverty line.

To them, Mr. President, this deducti-
ble increase has the effect of a Social
Security COLA cut in excess of 20 per-
cent, for a8 person paying the full de-
ductible.

Why Mr. President? Why should
this burden fall unequally on our el-
derly? Many of my constituents ask
me why Medicare seems to be easy
prey for cuts every budget cycle. The
reason, of course, is that the sheer size
of the program makes it an attractive
target. We all know that entitlement
programs are growing by leaps and
bounds, seemingly out of control. But
instead of attacking the easy target
for cuts, we must responsibly address
the question of cost-containment.
That's not what this package does.

I know, Mr. President, that the
future growth predictions for Medi-
care are disturbing. If current growth
trends continue, by the year 2004 the
Medicare budget will equal the size of
the defense budget of $300 billion; by
the year 2012, medicare spending will
exceed the combined budgets of the
Bocial Security Administration and
the Department of Defense; and by
the year 2040, our entire GNP will go
to Medicare.

As these alarming figures show, the
issue of cost-containment cannot go
unaddressed any longer. Instead of
sacrificing our elderly, we must re-
sponsibly take action to reduce costs
by strengthening our knowledge and
our approaches to human needs.

.1 stand before my colleagues today
as an advocate for the cost control
which comes through medical re-
search. Only through our investment
in medical research can we find pre-
ventative treatments and cures which
will reduce the future costs of health
care. I have consistently fought for in-
creased medical research funding and
have been suceessful in obtaining in-
creases for research on Alzheimer's
disease and other aging-related ail-
ments.

This year has been one of tremen-
dous progress on these fronts. The

.Comprehensive Alzheimers Assistance,

Research and Education Act [CARE],
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which I iIntroduced with Senators
MEeTZENBAUM, GRASSLEY, and HARKIN,
has been unanimously reported by the
Senate Labor Committee and is await-
ing floor action. This bill calls for a
significant increase in funding for
both research and support for care-
givers. While this is pending, however,
the Senate Appropriations Committee
has moved forward in its commitment
to addressing this devastating {illness.
This year alone, the Senate has pro-
vded $377 million for research at the
National Institute on Aging—an in-
crease of $138 million over last year.

In addition, Senator HARKIN and I

introduced the “Independence for
Older Americans Act” calling for a $1
billion increase in the federal research
investment for all diseases and injuries
which affect the elderly. I am pleased
that a scaled down version of this leg-
islation has also been reported from
the Senate Labor Committee and will
soon be considered on the floor.

In addition to key support for these
efforts, the Senate Appropriations
Committee has provided increased
support for the timely processing of
Medicare claims. Funding has In-
creased by $475 million since 1986 to
ensure that the needs of the elderly
are met in the most effective and effi-
cient manner possible.

This year alone, the Senate provided
$15 million above the President's re-
quest—and $144 million over the 1990
funding level—to ensure that Medicare
claims receive prompt and adequate
attention.

Mr. President, I have laid out all
these programs and initiatives to make
a point: We have been moving for-
ward. We've made tremendous
progress this year—we've made 8 real
commitment to the health and securi-
ty of this Nation's older citizens. But
this omnibus reconciliation bill is
about to take us backward.

More to the point, it moves our
senior citizens backward. Back into
poverty—and back into the fear of not
knowing how to make ends meet from
1 week to the next. That is clearly the
wrong direction to take and the adop-
tion of this amendment will correct it.

The PRESIDING OFFICER. The
Chair informs the Senator his time
has expired.

Mr. SASSER. Mr. President, 1 ask
unanimous consent that the distin-
guished majority leader be recognized
and the time not be charged against
the amendments to follow.
~ The PRESIDING OFFICER. With-
out objection, it is so ordered.

The majority leader is recognized.

Mr. MITCHELL. Mr. President, this
will be the third time in less than 24
hours in which we voted on substan-
tially the same issue. How many times
is the Senate going to be asked to vote
on the same issue? How many more
Senators are going to craft amend-
ments which are very attractive and
which will require the Senate to go
back over the same issue over and over
and over again?
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The Conrad -amendment and the
Gore amendment raised substantially
the same issue that is raised here
today. We are trying to get through
this bill and get to the conference and
complete action by the deadline of
midnight tomorrow. -

This is an attractive amendment.
‘Who would not be attracted to the
notion of imposing higher tax on
those above a certain level and using
the funds to reduce the cost of medi-
care to the beneficiaries? But we have
to get a bill passed. We have to get
this job done. I hope and pray that
this is the last time we are going to
vote on this issue, because it is the
third time we are voting on this issue.
And we have already disposed of it.

The Sensate has spoken. I have made
my views very clear, I say to the Sena-
tor from Iowa and other Senators, I
agree with the thrust of these amend-
ments. Once again, we face the same
question we face so often in this body:
Do we want to make a statement or do
we want to make a law? I choose to
make 8 law. For that, I am prepared to
oppose amendments which I believe
have merit because I know that the
effect of their approval will be the op-
posite of that which is intended.

So I ask all Senators to join me in
making clear for the third and last
time that we want to finish action on
this bill, we want to complete action
on this bill, and we are going to refuse
to waive the Budget Act for this pur-

pose.

I understand the deeply held convic-
tion of the Senator from Iowa. He is
my friend and I have the greatest re-
spect for him, but we have already de-
cided this issue twice before. I do not
see any reason why we have to keep on
deciding the same issue in a slightly
different form over and over again.

S0 with the greatest of respect and
with the greatest of reluctance be-
cause I like the idea presented, I have
been the principal advocate and the
most outspocken Member of the Senate
expressing the view that those whose
incomes are the highest in our society
should pay a high rate of taxation.
That is not going to be the case.

S0 I urge my colleagues to join in re-
fusing to waive this budget point of
order and let us get on with the busi-
ness before us and let us complete
action on this bill tonight 8o that we
can get to conference, get a conference
report and complete action on that by
tomorrow midnight. I thank my col-
leagues.

_POINT OF ORDER. CONGRESSIONAL BUDGET ACT

The PRESIDING OFFICER. Under
the previous order, the Senator from
Tennessee is recognized. ’

Mr. SASSER. Pursuant to 305(b)(2)
of the Budget Act, I raise a point of
order that the pending amendment by
the S8enator from Iowa is not germane
and I ask for the yeas and nays. I viti-
ate the request for the yeas and nays,
‘Mr, President.
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““The PRESIDING OFFICER. The
request is so noted. The point of order
is raised. :

The Senator from Iowa {Mr.
HARKIN] is recognized.

Mr. HARKIN. Mr. President, I move
to waive the point of order and-ask for
the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second?

“There is & sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. If the
Senator will suspend, the vote will
occur under the previous order in se-
quence as originally requested fursu-
ant to the unanimous-consent agree-
ment.
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AMENDMENT NO, 3035 MOTION TO WAIVE THE
BUDGET ACT

The PRESIDING OFFICER. Under
the previous order, the Senate will
now proceed to the motion of the Sen-
ator from Iowa to waive the Budget
Act on his amendment, No. 3035. The
yeas and nays have been ordered, and
the clerk will call the roll.

The PRESIDING OFFICER (Mr.
Ross). Are there any other Senators
in the Chamber desiring to vote?

The yeas and nays resulted—yeas 49,
nays 51, as follows:

{Rollcall Vote No. 285 Leg.)

YEAS—49

Adams Graham McConnell
Akaks Grassley Metzenbaum
Baucus Harkin Mikulski
Biden Hatfield Pell
Bingaman Heflin Pressler
Boschwitz Hollings Reid
Bradley Jeffords Riegle
Bryan Johnston Rockefeller
Burdick Kennedy Sanford
Cohen Kerrey Sarbanes
Conrad Kerry Shelby
Cranston Kohl 8tmon
D'Amato Lautenberg Specter

~ DeConcinlt Leahy Warner
Dixon Levin Wilson
Exon Lieberman
Gore McCaln

NAYS-51

Armatrong Bumpers Cochran
Bentsen Burns Danforth
Bond Byrd Daschle
Boren Chafee Dodd

Breaux Coats Dole



October 18, 1990 CONGRESSIONAL RECORD — SENATE

Domenici Inouye Packwood
Durenberger Kassebaum Pryor
Ford Kasten Robb
Fowler Lott Roth
Gamn Lugar Rudman
QGlenn Mack Sasser
Gorton MceClure

Gramm Mitchell 8tevens
Halch Moynihan Symms
Heinz Murkowski Thurmond
Helms Nickles ‘Wallop
Humphrey Nunn Wirth

The PRESIDING OFFICER. On
this vote, the yeas are 49, the nays are
51; three-fifths of the Senators duly
chosen and sworn not having voted in
the affirmative, the motion is rejected.

The motion to waive having failed,
the Chair is prepared to rule the
amendment of the Senator from Iowa
proposes a surtax on individuals with
taxable incomes in excess of $1 mil.
lion. Since there is nothing in the bill
on the tax rate for individuals, the
amendment is not germane and falls
under section 305(B)(2) of the Budget.
Act.
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Mr. MITCHELL. Mr. President!
Members of the Senate, the hour is
late. I know &ll Senators are weary
from weeks in which we have been en-
gaged in this process. There remains
this one additional amendment which
is a very important amendment. It is
the budget process reform provisions
that have been worked out through
several weeks of negotiation.

1 know many Members of the Senate
have a keen interest in and concern
about these provisions. Under the
rules by which we deal with the recon-
ciliation bill there is no time remain-
ing for debate. I have consulted with
the distinguished Republican leader,
with the managers, with geveral inter-
ested and concerned Senators. It is my
belief that an amendment of this mag-
nitude warrants a period of debate and
discussion and the opportunity for
Senators to ask questions or express
their views about it. So I will momen-
tarily propound a unanimous-consent
request, asking that there be 1 hour of
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debate on this amendment so any Sen-
ator who wishes to ask questions or to
express & view on it will be free to do
80. -

suggest that time period not arbi-
trarily, but after having consulted
with a large number of Senators who
have expressed an -interest in this
matter. It is conceivable, indeed likely,
that I did not, personally, reach every-
one because I am not aware of each
Senator who may be interested in this.
But I made an effort to contact as
many as possible and consulted with
as wide a range as possible. In view of
the hour I believe, as do most of the
Senators with whom I conferred, that
this would be an appropriate time
period.

Accordingly, Mr. President, I ask
unanimous consent that there now be
a period for 1 hour of debate on the
Budget Process Reform Act amend-
ment which I will now send to the
desk in behalf of myself, Senator
DoLE, Senator SASSER, Senator DOMEN-
1c1, Senator BYRDp, and Senator BENT-
sEN and ask for its immediate consider-
ation.

Mr. STEVENS. Reserving the right
to object.

Mr. MITCHELL. Let me separate
the two so that Senators will have a
chance to express objection.

AMENDMENT }O. 30468

(Purpose: To reform the budget process)

Mr. MITCHELL. Mr. President, I
send the amendment to the desk and
ask for its immediate consideration,
and I withhold the unanimous-consent
request with respect to the time for
debate on the amendment.

The PRESIDING OFFICER. The
clerk will report the amendment.

The bill clerk read as follows:

The Senator from Maine (Mr. MrrcHrLL),
for himself, Mr. DoLE, Mr. SAssER, Mr. Do-
MENICI, Mr. BYrRD and Mr. BENTSEN, pro-
poses an amendment numbered 30486.

Mr. MITCHELL. Mr. President, I
ask unanimous consent that reading of
the amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is 80 ordered.

(The text of the amendment is print-
ed in today’s RECORD under “Amend-
ments Submitted.”)

The PRESIDING OFFICER. The
Senator from New York.

Mr. MOYNIHAN. I thank the ma-
jority leader for giving us this oppor-
tunity to discuss the matter. I know
the Senator from North Carolina and
1 do. I see other Senators standing.

Mr. MITCHELL. If the Senator will
yield, I have not yet obtained unani-
mous consent to 1 hour for debate. I
wonder if I might do that, {f it is the
Senator’s intention to discuss the
matter. I wanted to make certain Sen-
ators had an opportunity to express
objection to it.

1 now ask unanimous consent that
there be a period— ,

Mr. PRESSLER. Reserving the right
to object, 18 it posaible {f a Senator has
Questions, say to the chairman of the



October 18, 1990

Finance Committee, that he can enter
into a colloquy? That time will be di-
vided? During the hour, how will one
obtain time?

Mr. MITCHELL. I am going to ask
the time be controlled and divided in
the usual form by the distinguished
chairman and ranking member, the
managers of the bill.

I will state my request.

The PRESIDING OFFICER. The
Senator from Illinois. .

Mr. SIMON. I would like to speak on
it. I also have a secondary amendment.
Is that included in the 1 hour?

Mr. MITCHELL. I did not have a
chance to complete my request. I
intend to cover that in my request, if I
might complete it, and then give the
opportunity to any Senator to object
if he wishes to do so.

Mr. President, I ask unanimous con-
sent that there be 1 hour for debate
on the amendment with the time to be
equally divided and controlled in the
usual form; and that there be 30 min-
utes equally divided and controlled in
the usual form for debate on any
second-degree amendment which may
be offered to the amendment.

Mr. JOHNSTON. Reserving the:

right to object.

The PRESIDING OFFICER. The
Senator from Louisiana.

Mr. JOHNSTON. Mr. President, the
hour {is late and there could be unlim-
ited second-degree amendments. We
could be here past 2 a.m. just by Sena-
tors who put in second-degree amend-
ments. I hope we will not have to stay
here all night long. We have been here
a long time.

Mr. MITCHELL. Mr. President, as
the Senator knows, my original unani-
mous-consent request would have pre-
cluded seécond-degree amendments.
Objection was heard to that. I am at-
tempting to accommodate that. I want
to modify or amend my request that
any second-degree amendments be ger-
mane. I stated it in my initial request.
I do not believe I stated it in this
latter reiteration.

Mr. STEVENS. Reserving the right
to object, and I have great respect for
the leader, as the Senate knows. This
fs the most far-reaching nongermane
amendment that is subject to & point
of order I have ever seen. It is a proce-
dure that further complicates the pro-
cedure that we have now gone
through in October on & process that
should have been completed by May.

I am being respectful {0 my friend
by saying I think if we could have &
period of discussion to find out what
the intent of the leadership is with
regard to this package, we may not
have any amendments, and it may well
be that the leadership may gsee fit to
modify it itself to avoid such amend-
ments.

I do not have any amendments fn
mind myself at this time. I do have &
geries of questions. I think others have
guestions.

We are grateful to all whe have been
part of the leadership group in negoti-

CONGRESSIONAL RECORD — SENATE

ating this package, but I saw it for the
first time this afternoon and I have
spent 2 hours reading it. Maybe I am
dilatory in that, but that is when I re-
ceived it from my staff. It has raised a
series of questions with me, and I do
not mean to prolong this matter.

I would like to have some answers to
questions as to what {s intended with
regard to some of the powers that are
conferred upon the Office of Manage-
ment and Budget and the Budget Di-
rector and how these triggers would
impact particular processes under
these caps that are outlines.

My colleagues, I think, understand it
full well. I am not trying to delay. I
urge the leader to let us have the
debate period without any amend-
ments in order at all and then see if
any of us want amendments later on.
Maybe we can work it out that way.

Mr. MITCHELL. Mr. President, I ap-
preciate the concern of my friend, the
distinguished Senator from Alaska,
and share that concern. This is a far-
reaching measure. That {s why I am
attempting to accommodate the inter-
est of those Senators who want to
have time to debate it. Under the rule,
there would be no time for that pur-
pose. The objective of this unanimous-
consent request is to create a period of
time for such discussion which would
not otherwise exist.

I would also say while I did not
attend meetings involving budget proc-
ess reform at any stage during this
process—from our side that was left
entirely to the distinguished chairmen
of the relevant committees—I am
acutely aware from my meetings in
the summit that this is of critical im-
portance to the President. Over and
over again I was told directly by the
President’s top negotiators that
budget process reform was an essential
condition to the President of any
budget legislative package. The distin-
guished ranking member is here and if
I am incorrect in that regard, I would
welcome to stand corrected. But I have
been under the impression what we
are doing here is attempting to accom-

modate the President’s request by pro-

ceeding with this package of reforms.

Mr. DOMENICI. Will the majority
leader yield for a second?

Mr. MITCHELL. Yes.

Mr. DOMENICI. Mr. President, for &
moment, I will speak to this side of

‘the alsle, and then I will speak gener-

ally. Over the past 3 months as this
package of tax increases, entitlement
changes, and reductions in 5 years of
discretionary saccounts, principally de-
fense, I do not know how many of my
colleagues have asked, will there be &
new process to make sure we get what
we bargained for? I do not know how
many said, if you do not give us that,
you can rest assured the package is
not going to pass.

We tried. That s what this is. I
think by the time we are finished dis-
cussing it, we will be able o convince
you that while it Is different, it truly
rendérs this package rather credible,
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not only from our eyes but from the
public’s eyes. We can expect the defi-
cit reduction that we vote for, in terms
of the various cuts, taxes, changes,
and the like, will be achieved.

Might 1 say to all the Senators, 1
think a very similar package has been
adopted by the House. So -for those
who think it is extremely different
from anything we have ever had, it is
only somewhat different. They have
adopted it with a couple of changes,
but for the most part, it is part of
their reconciliation package.

In fact, I think I know a couple of
areas where we differ and we can prob-
ably talk about those, or we will talk
about them in conference, if we ever
get this matter through, and I hope
we do.

I might say from this side of the
aisle, I heard from at least 10 Senators
who said they were not going to vote
for substantial deficit reduction unless
the budget processes were reformed to
assure we got what we bargained for. I
think we tried that, and I look forward
to sharing with you what we achieved.

There were about five Senators in-
volved from both sides of the alsle,
about five House Members, and ulti-
mately 10 or 15 Members from each
side, along with the OMB Director and
whatever experts we had here. We did
the best we could, and I think it is a
good package.

I thank the majority leader.

Mr. MITCHELL. Mr. President, I
renew my request.

The PRESIDING OFFICER (Mr.
HARKIN). Is there objection to the re-
quest of the majority leader?

Mr. STEVENS. Is this the request
for no amendments?

Mr. MITCHELL. No, it is the request
for 1 hour of debate on the pending
amendment and 30 minutes on any
germane second-degree amendment
that is offered thereto.

The PRESIDING OFFICER. Is
there objection? Without objection, it
is so ordered.

Mr. MITCHELL. I thank my col-
leagues.

If I might just state before yielding
to the distinguished Senator fron New
York that I hope we can complete
action on this within & reasonable
period and leave for the might. I im-
plore my colleagues to permit us to
complete action at & reasonable hour
this evening. We have a very long day
tomorrow with appropriations bills
pending and we hope at some point to
get back & conference report on this
measure. So I thank my colleagues for
thelr cooperation.

Mr. DeCONCINY. Will the majority
leader yield for 2 question?

Mr. MITCHELL. Certainly.

Mr. DECONCINI. Will the majonty
leader pursue or consider having 2
vote on this tomorrow?

Mr. MITCHELL No.

{Laughter.}
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Mr. DECONCINI. I take it the ma-
jority leader would.like staying here
until midnight tonight.

The PRESIDING OFFICER. Who
yields time?

Mr. SASSER. Mr. President, there
has been a request for time from this
side of the aisle, and it has been repre-
sented to the Senator from Tennessee
that the Senator from New York was
requesting 10 minutes.

Mr. MOYNIHAN. Correct.

Mr. SASSER. I yield 10 minutes to
the distinguished Senator from New

York.

* The PRESIDING OFFICER. The
Senator from New York is recognized
for 10 minutes.

Mr. MOYNIHAN., I thank the chair-
man of the committee. I thank the
President.

Mr. President, we are told that this
is a bill to reform the budget process.
And if that is not an oxymoron, we
have not heard one in this Chamber
since Senator Russell graced our
aisles.

This bill of momentous consequence
appeared on our desks this afternoon.
1 obtained a copy at 11:25. A 122-page
bill that changes the way the Govern-
ment works, and the Senate works,
and we have never seen it,

We are told by the majority leader,
our friend, that it was the result of
several weeks of negotiation. We
learned from the distinguished rank-
ing member of the Budget Committee
that there were, count them,.five Sen-
ators involved. I assume I have reason
to believe that this negotiation took
place in an armed military base behind
barbed wire some distance from the
the Capitol. Further, that last-minute
changes were made by the Budget Di-
rector at the White House during an
all-night meeting determining wheth-
er the President would come down to
give his assent. )

If I can say from my deep knowledge
of Roman history acquired from the
novels of Robert Graves, I have come
to the conclusion that it is a mistake
for Senators to allow themselves to be
taken off to a military base, put under
:.lrmed guard, and told to write legisla-

on.

There were no hearings. There has
been no debate. There has been no
consideration. The distinguished Sena-
tor from Alaska got it at 7 o'clock this
evening. I claim the earliest arrival. I
stood down by the Xerox machine and
at 11:26 I got my hot copy in my
hands. We have no idea what is in
this. I will tell you a few things.

First, Mr. President, 5 years ago on
this floor I stood and, as a bill of this
kind was being written in the Republi-
can cloakroom, the first budget proc-

ess reform, the Gramm-Rudman legis-.

lation, I said, ‘“Never, not ever in our
wildest imagination have we thought
that such a device would be used to
force unconsidered and in my view ill-
considered legislation in the Congress.
No hearings have been held on this
proposal. No definition settled, no real
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understanding of what is involved.
Indeed, the legislation changes
hourly.” Just as there are in here, you
will be interested to know, new budget
targets for 5 years, ,

I have an important announcement
to make. Things are getting worse in
our country. Since we first enacted
this mode of legislation, we have
always known that in 5 years time we
would have a balanced budget. Not
this year, not next year, but in § years.
Zero.

In 1986 we set the targets which led
us up to 1991; gero. Again, in 1988 we
set the targets, set it up to 1993; zero.
We are now at the first zero and we
find in this bill, that, no, the deficit is
not zero; it is $242 billion. I have to
report to the Senate that in 5 years
time this time it is not zero anymore, it
is 62 billion.

Now we propose to divide our budget
into three parts. The defense spending
authorization part actually goes up
each year for 3 years, International af-
fairs, a minimum $20 billion, stays
there, with no opportunity taken to
use a peace dividend in world affairs,
much less domestic affairs. The Penta-
gon is getting all it wants, even at the

‘end of the cold war. Yes, it is over.

The Secretary of State keeps telling
us. The President keeps telling us
that. But their defense budget rises.
As Helen Dewar wrote in the Washing-
ton Post this morning, “not one
weapon system of the cold war disap-
peared from this budget.”

1 have 40 years of my life in that era,
and I do not have to apologize I hope
for the views I had then. But that was
then. This is now. But not according
to this measure.

There cannot be five Members of
this body who have read more than
three pages of this amendment. I say
to you, Mr. President, we do not know
what we are doing accepting this one
thing. We are letting the legislative
process disappear from this body.

The New York Times after the Sena-
tors returned under guard, or at least
by . military vehicle, from Fort An-
drews, spoke of government by cabal.
How else do you describe the measure
of this consequence? Never printed,
never seen until the day of enactment
on which point we are assured it has
been agreed to in another place, un-
specified; by other persons, unnamed,
excepting that it is important to the
President.

I give you just one item. I will not
keep you long because I have not a
great deal to say about a bill which I
have scarcely read and only dimly un-
derstand. But how do you like this?
Remember, we were told in the State
of the Union message do not mess
around with Social Security. Which
really meant let us, let me spend it as
if it were general revenue. There is &
little item here. Anything you want to
do on any subject, if it spends any
money, takes 60 votes, forever now.

Forever.
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But with respect to Social Security,
there is one additional nice provision
here. Under this leadership legislation,
changes to the financing of Social Se-
curity would also be subject to that
ubiquitous 60-vote point of order, and
this is—now I quote, Mr. President—
this may be as much as anybody in the
Senate learns about this legislation to-
night so I ask my friends to listen.
This point of order obtains “without
regard to whether such changes in-
crease, decrease or have no impact on
the outlays of and income to such pro-

‘gram.” Whether it increases outlays,

decreases outlays or has no effect, you
need 60 votes even to consider it.

That is & gag on the Senate. This
legislation is filled with such provi-
sions. It is taking away the Senate’s
prerogative. There was something
deeply symbolic about the President
taking our people away to a military
base, keeping them there until they
had agreed, and then giving them the
right to return to Capitol Hill in some-
thing less than the stature with which
they left.

I do not speak as to any individual,
but can this really be done to U.S.
Senators? Given legislation at noon
today and told to enact it, forever.
Enact it in the evening and no votes,
no amendments, no discussion, no
hearings, not even having it printed.
Why do we do this? I will tell you why
we do this. We do this to reelect the
President. That was his price of letting
our Senators free.

Pirst of all, we increased the debt
ceiling by $1.9 trillion. That means 5
years with no debt ceiling discussions,
none of those inconvenient discussions
of what are you doing with that
money? How much are you borrowing?
Where did it all go? Five years. No
more of that during the first term. For
3 years in this world of sequester, se-
quester, sequester, for 3 years no se-
questers. Let us see, 1991, 1992, 1993.
That is it, 1993, 1994 all the sequesters
you want, No sequester now. Like in
Alice it was jam yesterday and jam to-
morrow, never jam today.

Mr. DOMENICI. Will the Senator
yield for a question? )

Mr. MOYNIHAN. No, the Senator
will not yield for any question. I have
never been asked about this before. It
is too late to ask me now.

Mr. President, if you want to reelect,
if you want to reelect—

Mr. BYRD. Mr. President, may we’
have order in the galleries as well'as in
the Chamber.

The PRESIDING OFFICER. The
Senate will be in order.

Mr. BYRD. The Chair has responsi-
bility to maintain order in the galler-
ies as well as in the Chamber.

The PRESIDING OFFICER. There
will be no outbursts from the galleries.

Mr. MOYNIHAN. I appreciate the
{ntervention.

The PRESIDING OFFICER. Will
the Senator please desist Jjust a
moment. The Chair will remind the
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Senator that the 10 minutes yielded to
the Senator have expired.

Mr. MOYNIHAN. Might I have 10
seconds? -

The PRESIDING OFFICER. Does
the S8enator from Tennessee yield
more time to the distinguished Sena-
tor from New York? :

Mr. MOYNIHAN. Ten seconds.

Mr. BASSER. Yes, Mr. President.

The PRESIDING OFFICER. How
much time did the Senator yield?

Mr. MOYNIHAN. Ten seconds. -

Mr. SASSER. I would be pleased to
vield 1 minute to the Senator from
New York.

Mr. MOYNIHAN. One minute.

I thank the Senator.

Mr. President, we are in the process
of diminishing the legislative roll of
the Senate at the behest of the Presi-
dent. If you would like to diminish the
national election process as well, here
we have it. This is a bill to reelect the
President of the United States by stat-
ute. All that could be done is done. It
is too late. You will have done it. God

save the President. Thank you, Mr. .

President.

Mr. DOMENICI. Mr. President, will
the Senator from Tennessee yield 1
minute; half a minute?.

Mr. SASSER. I say to my friend
from New Mexico, of course I would be
pleased to yield to him. I have a
number of Senators on our side who
want to speak.

Mr. DOMENICI. I want to make a
clarification. It will take me 30 sec-
onds.

The PRESIDING OFFICER. If the
Senator will suspend, the Senator
from New Mexico controls-ome-half
hour of time.

hgsr DOMENICL I will take 30 sec-
on

I just want to say to my fellow Sena-

tors the Social Security provisions"

that the distinguished Senator from
New York has talked about are cur-
rent law. We codified them in this
amendment because the Finance Com-
mittee made the request. They are
current law.

Mr. SASSER. Mr. President, on our
side of the aisle there have been re-
quests from a number of Senators to
speak. The distinguished Senator from
North Carolina [Mr. Sanrorp] has re-
quested 5 minutes, as has the distin-
guished Senator from Florida [Mr.
GRraHAM], as has the distinguished
Senator from South Carolina [Mr.
HoLriNGs]; 5§ minutes for each of those
Senators, and the dlstlng‘ulshed Sena-
tor from Arkansas has not request-
eqd——

Mr. PRYOR. I would like to request
time or at least ask a question.

Mr. SASSER. Does the Senator wish
time or to ask a question?

Mr. PRYOR. If I may have 5 min-
utes of questions.

Mr. SASSER. The distinguished
Senator from Arkansas is allocated 5
minutes, and that eats up the 30 min-
utes on our side of the aisle.
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Mr. SIMON. Mr. President, if I may

" ask the Senator, the chairman of the

Budget Committee, I thought I had §
minutes in there.

- Mr. SASSER. As a matter of fact,
the distinguished Senator from Illinois
has 5 minutes.

Let us recapitulate here. I have allo-
cated out more time than I actually
can allocate, 1 say to my friend. I say
to the distinguished Senator from Ar-
kansas that I had Senator SIMOR on
the list prior to the distinguished Sen-
ator requesting time. Perhaps the Sen-
ator from Illinois would be good
enough to split his time with the dis-
tinguished Senator from Arkansas.

Mr. SIMON. If I may respond to the
Chairman, I will be offering a second-
degree amendment. I will not take 30
minutes. I would be pleased to give
some of that to the Senator from Ar-
kansas.

Mr. PRYOR. I thank the Senator
from Illinois.

Mr. SANFORD addressed the Chair.

Mr. SASSER. I yield 5 minutes to
the distinguished Senator from North
Carolina.

The PRESIDING OFFICER. The
Senator from North Carolina is recog-
nized for 56 minutes.

Mr. SANFORD. Mr. President, there

are a great many things about this bill
that ought to bring rejection. The
Senator from New York has certainly
made the case very well on most of the
points. I want to simply emphasize one
point primarily, and then maybe a
couple of secondary points.
- For the past several years I have
been bothered by one major factor in
the budget; that is, that we did not
know what the figures were. The
public did not know what the real defi-
cits were. Somehow we managed to
cover up the true deficits. All the time,
for 10 years, when we claimed we were
reducing deficits we were actually in-
creasing the true deficits, piling up an
unprecedented national debt—the
largest in the history of both this
Nation and the world.

I think that has to stop. I think we
have to have honesty in our budget. I
think the people must know the
honest figures if we expect the sup-
port of the people in dealing with the
deficits.

Mr. SASSER. If the distinguished
Senator from North Caro!ma. will yield
for a quick question?

Mr. SANFORD. Yes.

Mr. SASSER. The distinguished
Senator will be pleased to-——

Mr. SANFORD. I am well aware of
that section.

Mr. SASSER. I ask him if he does
know that in the package before us we
have—

Mr. SANFORD. Yes, I am going to
come to that. I was going to say we
had a little bit of honesty in here.

Mr. SASSER. We included the provi-
sion that he has supported for a
number of years here. We.think that
is a welcome addition to the package.
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Mr. SANFORD. I think it is the best
thing in this amendment. But we come
to this 5-year plan, Mr. President, and
we proclaim loudly that we are going
to take $500 billion off the budget def-
icit, $500 billion in reductions of defi-
cits, and at the same time over that 5-
year period we are going to be adding
$1.4 trillion, $1.6 trillion, $1.9 trillion,
depending on whose figures you take
to the debt.

I think this is something that we
simply cannot permit to go on for 5
years. We must come to terms with
this deficit and this debt. To lull our-
selves for 5 more years of complacency
I think would be a great tragedy.

I can see the day when the big lim-
ousines do not pull up to the Federal
Reserve building, and our bonds do
not get bought. If that happens, 1929
is going to look like a church picnic.
We are going to have the worst kind of
financial disaster that could be imag-
ined.

So I think it would be a great mis-
take if we saw this as a 5-year plan,
and if we permitted a President or our-
selves to talk about this 5-year plan as
getting at our problem in a substantial
way.

I thank the chairman for both put-
ting into this bill and mentioning that
the debt increase will be considered a
measure of the deficit. However, I do
not think that the debt increase is.a
measure of deficit. I think the debt in-
crease is the deficit, and the sooner we
admit it, the sooner we get honest, the
sooner we will get on with solving this
problem so we will not bankrupt and
wreck this country.

I yield the floor, Mr. President.

The PRESIDING OFFICER Who
yields time?

Mr. SASSER. Let me yield 5 minutes
to the distinguished Senator from
Florida.

The PRESIDING OFFICER. The
Senator from Florida is recognized for
5 minutes.

Mr.GRAHAM. Mr. President, physi-
cians train so that first you diagnose
the patient, attempt to understand the
problem, and then you prescribe. I
would suggest if you look at a diagno-
sis of Gramm-Rudman-Hollings over
the last 5 years you would find these
as some of the problem areas. First, it
has not contributed to credible deficit
reduction. That is shown by the fact
that we have had unprecedented addi-
tion to our national debt during the
same period of time that we have had
Gramm-Rudman-Hollings.

I suggest that the reason why we
have not had credible deficit reduction
has been in part because so many

items were off budget; that we did not

count. )

We did not count, for instance, a
substantial amount of the S&L bailout
costs last year. We do not count those
things that occur after the magic date
when the window was closed and all
spending no longer counts for the cal-
culation of Gramm-Rudman. We have
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no effective postenactment enforce-
ment mechanisms.

Most States. which have a balanced
budget constitutional amendment re-
quire some kind of combination of ex-
ecutive and legislative action to reduce
spending In the event that fiscal pat-
terns are leading toward an imbal-
anced budget. We do not have that
with Gramm-Rudman-Hollings.

So what is our prescription to this
diagnosis? Our prescription is to elimi-
nate for all practical purposes the def-
fcit targets. We no longer are talking
about attempting to reduce the deficit.
We are now talking about reducing
spending, maintaining our spending
within certain ceiling levels.

I will make with the highest sense of
confidence the statement that if we
adopt this approach tonight, we will
have deficits in the next 3 years that
will make even the deficits of the last
10 years pale in comparison. There
will be no discipline in our spending,
there will be no discipline in our over-
all deficit posture, because the only
thing we will be looking at are the
spending ceilings.

The revenue falls below expectations
because of unrealistic economic ambi-
tions, and I believe this whole program
is built upon those. We will have bur-
geoning deficits. There is no sequester
to provide any minimal restraint in
the event of those burgeoning deficits.

The ceiling limits on spending are
not transferable among categories.
There will be no disincentive not to
spend up to the ceiling because there
are no opportunities to, for instance,
find new domestic programs that justi-
{y greater spending by saving spending
on the defense side. Enormous loop-
holes.

How many people realize that in this
provision, we are about to vote effec-
tively for Egyptian debt relief, Polish
debt relief, and completely a blank
check for Operation Desert Shield? All
of those are going to be outside the
spending limits, outside the deficit tar-
gets, since there are no deficit targets.

Mr. President, when this century
opened, there was a country which
many people thought would be the
great country of the 20th century; it
had beautiful land, it had cultured
people, it had tremendous possibilities.
It was at that time the sixth largest
economy in the world.

Today, that country is the 65th
economy in the world. It struggles
with one of the largest debts and one
of the most broken economies in the
world. That country is Argentina. And
it fell from grace in 90 years, in large
part because it did not have & capacity
to exercise some discipline, some sense
of vision, some direction, to its nation-
al purpose.

I am concerned that by adopting
provisions such as this before us to-
night we are about to move even fur-
ther down the path of Argentina, and
it saddens me thai our generation of
Americans should be the generation
that will take that step.
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I imagine that this is going to pass. I
can count, not as well as everyone in
here, but well enough to see that
there is a majority of votes for this. I
do not think this is going to be one of
our proudest hours, and I believe we
will have ample opportunity to be well
advised of the ill wisdom of the deci-
sion that we are about to make. .

The PRESIDING OFFICER. The
time of the Senator has expired.

The Senator from Minnesota.

Mr. BOSCHWITZ. Mr. President, I
yield 5 minutes to the junior Senator
from the State of Texas. -

The . PRESIDING OFFICER.- The
Senator from Texas is recognized for 5
minutes.

Mr. GRAMM. Mr. President, I won-
dered if our time here tonight was well
spent. The distinguished Senator from
New York has told us that on this vote
we reelect the President. If we do that,
we are doing the Lord’'s work, and I re-
joice in being part of it.

Mr. President, we have had a refer-
ence here to the budget process being
an oxymoron.

Mr. President, I submit if we went
out to any household in. America we
would find that they had a budget
process, and that budget process would
not be an oxymoron. I submit that in
any business in America, be it large or
small, they have a budget process that
is not an oxymoron.

In fact, we stand on the single spot
in the United States of America where
budget process is an oxymoron, and as
a result we are the laughing stock of
the Nation.

Mr. President, it is interesting that
after all of these remarks, we are fi-
nally debating, in my humble opinion,
the one part of the bill that I know is
in the interest of the people who do
the work, and pay the taxes, and pull
the wagon in this country.

Mr. President, let me outline the so-
called outrages we are talking about in
this amendment. The first outrage is
that we have three caps on spending
each year for 3 years, and what the
cap says is If you violate that cap, 15
days after you pass the spending bill
there is an across-the-board adjust-
ment that cuts spending back to the
level that you said in law that you
would adopt.

Mr. President, if that were submit-
ted to & vote of the working people of
this country, it would be adopted by
an overwhelming margin.

1 hear our colleagues say there is no
enforcement, there is no sequester.
Mr. President, we have more seques-
ters in this bill, more enforcement in
this bill by far than we have ever had
before. We have three caps that are
absolutely enforced with a mandatory
offset. We have a sequester for the
first time on entitlements and under-
performing funding measures. We
have the Gramm-Rudman sequester
process strengthened with an ironclad
enforcement.

Mr. President, what we are trying to
do here is to do something that we
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have all been concerned about. It is

.easy to make promises, it is easy to

write budgets. It is very hard to live up
to those promises in those budgets.
There is no ironclad guarantee. You
cannot build legislatively a four-sided
fort where you can draw the draw-

-bridge up and go back to sleep. But

what we have here iIs the strongest
process we have ever had before, a
stone wall to our back in the gunfight
of those who really want to do some-
thing about spending.

Mr. President, I have heard the lan-
guage stretched to the breaking point,
but how anybody could possibly -be-
lieve that by having binding con-
straints on spending, we move this
great Republic toward the financial
crises of Argentina, I find that totally
incomprehensible, and obviously I do
not believe it to be the case.

Let me say, Mr. President, that the
current vehicle that we operate on, as
imperfect as it is has worked. Let me
remind my colleagues that before
1985, when on the floor of the Senate
we adopted the Gramm-Rudman-Hol-
lings balanced budget law, the 20 years
prior to the adoption of that law saw
Federal spending grow by 11 percent a
year.

With all of its failings since that law
went into effect, Federal spending has
grown by half of that rate. The Feder-
al Government was spending 23.9 per-
cent of GNP the day that law passed.
Today the Federal Government is
spending 22.4 percent of GNP.

And let me let you in on a secret.
With this agreement fully e